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We  have  a  way  of  preserving  information  essentially  foreven 

Then  again,  we've  always  been  in  the  memory  business.  ^ 
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INFOIMAGING 


The  amount  of  information  stored  in  computers 
more  than  doubles  each  year.  Nearly  every 
conceivable  fact  comprising  our  political, 
corporate  and  personal  histories  is  being 
committed  to  digital  media.  But  as  many 
companies  and  government  agencies  are  finding 
out,  digital  files  stored  across  decades  become 
vulnerable  to  loss  through  a  myriad  of  perils  - 
especially  technology  obsolescence. 

So  how  is  vital  data  archived  to  be  accessible 
many  years  from  now?  In  a  word:  images.  Digital 
preservation  is  yet  another  component  of  a  $225 
billion  industry  we  call  infoimaging. 

Kodak  is  the  world's  leading  provider  of  digital 
preservation  solutions.  By  recording  in  uncoded, 
technology-independent  media,  future  access  to 
documents  is  assured,  regardless  of  how 
technology  evolves.  Valuable  knowledge  remains 
unalterable,  free  of  migration  errors,  and 
human-readable  for  generations.  In  fact,  Kodak 
preservation  media  is  ISO  certified  for  a  life 
expectancy  of  500  years. 


Combine  this  media  with  Kodak's  high-speed 
scanning  technologies  and  the  result  is  a 
powerful  document  management  tool.  With  over 
60%  of  the  high-speed  scanning  market,  Kodak's 
industry-leading  scanning  technologies  help 
make  up  a  wide  variety  of  integrated  archiving 
systems.  Companies  and  governments  of  all 
sizes  can  conveniently  preserve  critical 
documents  with  the  assurance  of  long-term 
access  -  whether  they  originate  on  paper 
or  digitally. 

The  need  for  proper  document  preservation  is 
increasing:  estimated  industry  growth  is  110% 
by  2005.  And  Kodak  is  perfectly  positioned  to 
benefit.  Recent  document  imaging  alliances 
with  companies  such  as  Lockheed  Martin  or  the 
more  than  20  countries  that  looked  to  Kodak 
to  help  with  their  2000  census  efforts  are  only 
the  beginning. 

To  find  out  more  about  Kodak's  document 
preservation  or  to  see  how  infoimaging  can 
benefit  your  business,  visit  www.kodak.com 
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)u've  overcome  critical  obstacles  during  your  global  expansion.  And  now,  we  can  help  you  overcome  one  more:  synchronizing 
e  particulars  of  hundreds  of  local  tax  jurisdictions  with  your  global  tax  strategy.  At  KPMG,  teams  of  dedicated  international  tax 
)ecialists,  steeped  in  the  tax  laws  of  key  regions  around  the  globe,  provide  a  centralized  resource  for  country-specific  insight, 
'orking  hand  in  hand  with  local  members  of  KPMG  International  and  your  company,  they  make  sure  all  of  the  global  and  local 
eces  of  your  tax  strategy  work  as  one.  To  find  out  how  we  can  help  your  company  operate  more  efficiently  on  the  global  stage, 
illJeffrey  M.  Stein, Vice  Chairman,Tax  Services,  at  1-877-ASK-KPMG. 
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BROADBAND  ISN'T  BROADBAND  WITHOUT  ADC. 


The  broadband  market  is  ever  changing.  What  you  need  is  a  company  with  the  agility  and  depth  to  seize  the 
5ortunity  in  this  challenging  environment.  That  company  is  ADC,  The  Broadband  Company.  With  more  than  20 
srs  of  broadband  experience,  no  one  has  more  expertise  to  help  you  deliver  to  your  customers.  We  are  a  multi-billion 
lar  business  with  operations  in  over  35  countries  and  sales  from  more  than  130  countries.  Our  customers  know 
it  when  we  make  promises,  we  keep  them.  As  a  result,  we  create  next-generation  networks  easily  scaled  for  optimal 
)wth.  And  with  our  customer-tailored  solutions,  your  network  revenue  will  be  maximized.  What's  more,  no  matter 
at  your  needs,  no  matter  how  complex  your  problems,  we  will  deliver  for  you.  On  time.  Online.  On  the  money, 
ntact:  (US)  1.800.366.3891  x63000,  (Worldwide)  +1.952.946.3000,  or  www.adc.com/broadband 
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Psychoanalyze  Yourself  What  kind  of  investor  read' 

FORBES?  Larry  Light  thought  long  and  hard  about  that  ques 
tion  before  editing  the  Investment  Guide  that  begins  on  page 
157.  He  divides  the  world  into  three  personality  types.  The 
first  two  are  lost  causes.  The  guide  is  aimed  at  the  third. 

Type  I  is  the  passive  investor.  If  you  are  in  this  group  you 
dumped  your  money  in  some  big  fund  and  then  dosed  youi 
eyes.  You  were 
caught  unawares  by 
capital  gain  distribu- 
tions forced  on  you 
last  year — even  as 
the  fund  was  losing 
money — and  then 
clobbered  by  the  tax 
bill  this  April.  Sub- 
type: passive-aggressive.  You  leave  all  the  trading  up  to  a  bro- 
ker. When  the  account  goes  down  you  write  in,  demanding 
that  we  do  an  expose  on  churning. 

Type  II  is  the  hyperactive  investor.  These  were  the  charac- 
ters who,  glued  to  trading  terminals  two  years  ago,  persuaded 
themselves  that  the  money  they  were  making  on  tech  stocks 
was  due  to  investment  genius.  Remember  all  those  people 
who  were  quitting  their  day  jobs  to  trade  stocks?  They  never 
liked  FORBES  because  we  talked  too  much  about  the  virtues 
of  buying  and  holding, 

That  leaves  a  middle  ground  of  rationality,  accounting  for 
perhaps  half  of  all  investors,  and  it  is  these  whom  we  are 
writing  for.  If  you  are  in  this  category  you  believe  that  the 
market,  while  not  perfecdy  efficient,  is  very  close  to  efficient. 
So  you  spend  less  time  picking  stocks  than  you  do  working  to 
keep  your  costs  down  and  your  taxes  down.  To  beat  the  mar- 
ket is  hard  for  an  individual  and  impossible  for  investors  as  a 
whole.  To  beat  the  tax  collector,  though,  is  quite  feasible. 

Example:  If  you  are  eligible  to  convert  your  IRA  into  a 
Roth  IRA,  should  you?  You  do  not  have  to  be  a  clairvoyant 
about  the  market  to  answer  this  question,  just  clear  about  tax 
rates.  See  the  sidebar  on  page  216. 

Can  you  swallow  your  pride  and  harvest  tax  losses  ft^om 
your  portfolio,  while  letting  winners  ride?  If  you  can,  you  will 
come  out  ahead  of  an  index  fund,  aftertax,  even  if  your  stock- 
picking  merely  tracks  the  index.  If  you  don't  want  to  trade 
individual  stocks,  at  least  think  about  the  tax  attributes  of 
your  fund;  see  page  206. 

We  do  not  think  that. you  should  be  obsessed  with  your 
portfolio.  But  neither  do  we  think  you  can  abdicate  responsi- 
bility for  it. 


EDITOR 
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You  could  choose  a  bond  fund  from  someone  else. 

But  the  tides  would  be  against  you. 


hy  do  more  bond  fund  investors  choose  Vanguard  than  any  other  fund  company? 
It  could  be  the  wide  selection  of  our  funds,  from  taxable  to  tax-exempt,  treasury 
to  corporate.  Or  the  vast  experience  of  our  fund  managers.  Or  the 
streamlined  sliver  of  Vanguard  expense  ratios,  at  less  than  a  fifth  of 
the  industry  average.*  Or  the  fact  that  23  Vanguard  bond  funds 
were  chosen  as  Forbes'  Best  Buys.**  Or  maybe  it's  just  that 
when  it  comes  to  bond  funds,  everyone  else  is  in  our  wake. 
CaU  1-800-523-1799. 


TH^ansuardGRoua 

www.  vanguard,  com 


For  more  complete  information  about  Vanguard®  funds,  including  risks,  charges,  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  •Lipper,  Inc.  **"Best  Buys,"  Forbes.  February  5,  2001,  pages  165-166,  lists  66  funds  in  15  stock,  bond,  and  balanced  categories  as  "Best  Buys" 
based  on  their  risk-adjusted  performance  and  costs  during  the  five-year  period  ended  December  31 ,  2000.  Past  performance  does  not  guarantee  future 
results.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


READERS  SAY 


Doctor  Debate 

"Palm  Tree  M.D.s"  (May  14, 
p.  90)  contained  many  dis- 
paraging remarks  about  Ross 
University  and  its  students. 
One  such  remark  was  directed 
at  me:  The  school  is  said  to 
have  "seedy  origins."  It  seems 
that  accolade  is  awarded  be- 
cause when  I  founded  the 
school  in  1978  I  was  a  "grain 
trader"  and  opened  a  for-profit 
school  catering  to  American  students  not  accepted  at  U.S.  medical  schools. 

Does  FORBES  find  the  school's  origins  seedy  because  I  was  motivated  by 
profit,  among  other  things,  in  my  successful  endeavor  to  expand  the  acces- 
sibility of  medical  education?  Of  the  40,000  students  who  apply  for  admis- 
sion to  U.S.  medical  schools  each  year,  only  16,000  are  accepted.  Does 
FORBES  seriously  think  that  the  remaining  24,000  students  are  unqualified 
to  be  physicians?  Ross  University  has  an  origin,  a  history  and  a  multitude  of 
graduates  practicing  throughout  the  U.S.,  of  whom  I  am  proud. 

ROBERT  ROSS 

,  Founder,  Ross  University 

Palm  Beach,  Fla. 

As  you  suggest  in  "Palm  Tree  M.D.s,"  the  alumni  of  Ross  University  School  of 
Medicine  are  "giving  the  haughty  medical  school  cartel  fits."  Is  it  because  their 
diplomas  won't  be  taken  seriously?  Of  course  not.  To  the  contrary,  the  med- 
ical community  already  knows  that  our  graduates  include  a  nominee  for  the 
Nobel  Peace  Prize  and  the  founder  of  the  first  women's  HIV  clinic  in  the  U.S. 
As  FORBES  points  out,  Ross  University  students'  first-time  pass  rates  on  the  U.S. 
medical  licensing  exam  compare  favorably  to  foreign  school  averages.  Ross 
students  also  typically  outperform  U.S.  osteopathic  students.  While  your  ar- 
ticle correcdy  states  that  96%  of  our  students  are  selected  for  U.S.  residency 
training,  you  overlooked  the  fact  that  12%  are  so  highly  regarded  that  they  are 
recruited  by  medical  schools  in  advance  of  the  residency  match.  Readers  might 
infer  that  cracking  the  medical  school  cartel  creates  a  risk  of  increased  mal- 
practice. The  truth  is  that  no  study  has  ever  been  able  to  discern  any  difference 
in  malpractice  between  domestic-  and  foreign-trained  physicians. 

TIMOTHY  E.  FOSTER 
Chief  Executive  Officer,  Ross  University 
New  York,  N.Y. 
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Old  Allianz  Versus  New 

Re:  "The  Last  Victims"  (May  14,  p.  112). 
The  article  overlooks  Allianz's  unsparing 
efforts  to  see  that  justice  is  served  and 
that  everyone  with  a  valid  claim  is  paid 
without  any  delay.  Instead  of  dwelling 
on  Allianz's  good  faith  efforts,  your  re- 
porters devoted  most  of  the  article  to 
equating  it  with  the  company  that  ex- 
isted 65  years  ago.  Allianz  as  a  corporate 


entity  deeply  regrets  any  and  all  in-^| 

volvement  between  our  company  and 
political  regime  that  was  responsible  foi|P 
some  of  the  more  horrific  crimes  evei^J 
perpetrated  against  humanity.  H 
At  the  same  time,  I  must  expresiBc 
consternation:  My  comment  on  no  Hi 
becoming  very  emotional  on  60-year  H'- 
old  insurance  claims  was  taken  en-H: 
tirely  out  of  context.  In  no  way  did 


IT'S  A  PLACE 
CALLKD  ABOVE  AND  BEYOND. 

At  Bombardier  I  lexjet;  it's  a  uestance  we  have  glaulv  traveled  io  bec  ome  the 

WORLD  leader  IN  BUSINESS  AVIATION  AND  THE  FRACTIONAL  |ET  OWNERSHIP  PROGRAM 
OF  CHOICE.  For  more  information  ON  THE  MANY  ADVANTAGES  OF  BOMBARDIER 
FLEXJET  FRACTIONAL  |ET  OWNERSIIII'.  \  ISIT  \\\\A\T-I  I  \|ETCOM  OR  CALL  l-<SOO-FLEXIET. 
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i  I 

I  Could  the  root 

of  all  evil  ever  become 

a  force  for  good? 


MONEY 

IN  AN 

UNEQUAL 
WORLD 


ill  • 


"A  genuinely  rcvolutumdry  and  radical  way  of  rethinking  money  and  society."         ^  g 


intend  to  belittle  the  enormity  of  the 
crimes  the  Nazis  committed.  I  had  no 
intention  of  seeming  to  dismiss  the  im-l 
portance  of  ensuring  that  every  justi 
fied  insurance  claim  is  paid. 

HERBERT  HANSMEYEH 
Member,  Board  of  Management 
Allianz 
Munich,  Germany 

Arguing  the  Case 

I  read  "Turning  Lead  into  Gold"  (May 
14,  p.  122)  with  great  dismay.  While  you 
didn't  quite  praise  Ronald  Motley,  thi 
tone  of  your  article  was  far  from  the  con 
demnation  that  is  warranted  by  the  par 
asitic  practice  of  law  exemplified  by  Mot- 
ley and  those  like  him.  His  kind  ol 
lawyering  represents  our  justice  system  a1 
its  very  worst.  Even  more  deplorable  i.' 
the  self-righteous  crusader  persona  these 
people  adopt  in  an  attempt  to  provide 
some  moral  basis  for  their  greed. 

MARK  SCHEIBELHUT 
Avon,  Minn 

Codes  at  a  Cost 

Of  all  the  requirements  for  a  free,  capi- 
talistic society,  perhaps  none  is  as  im- 
portant as  the  rule  of  law  ("We  Owr 
That  Law,"  Apr.  30,  p.  60).  People  must 
know  what  the  law  is  and  it  must  be  con- 
sistently enforced.  The  story  about  SBCC: 
owning  a  building  code  made  me  cringe 
Any  law  that  isn't  publicly  available 
should  be  no  law  at  all. 

STUART  BOREE> 
Bethlehem,  Pa 

Car  Care 

Re:  "Class  Meets  Mass"  (May  14,  p.  205) 
It's  clear  your  authors  have  never  driver 
a  Cimarron.  If  they  had,  they  would  have 
refrained  from  calling  it  "dreary."  M) 
1986  white  six-cylinder  looks  sleek  anc 
classy  among  today's  egg-shaped  uglies 
Also,  no  Chevy  ever  drove  as  if  it  wen 
suspended  in  air. 

CHARLOTTE  ANDERSON 
Wayne,  Pa 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Andrew  Marr,  columnist  &  former  editor  of  the  Independent,  www.etexere.coni 


Heads,  I  make  the  factory  bigger.  Tails,  I  wait. 


Heads,  I  build  a  new  factory.  Tails,  I  wait. 


Heads,  I  move  the  whole  operation 
to  Ecuador... no  the  Philippines.  Tails,  I  wait. 


Ahhh...  to  be  able  to  put  the  coin  away. 

And  now  you  can.  At  Ernst  &  Young,  we  have  ways  to  help  you 
actually  quantify  your  business  and  financial  decisions.  So,  when 
you  make  that  gutsy  move,  or  go  for  that  bold  initiative,  or  move 
ahead  on  sheer  instinct-you'll  already  know  its  value  to  your 
company  down  the  road.  Hey,  coins  are  great.  For  parking  meters. 
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Candidate  for  downsizing? 
playboy  Hugh  Hefner., 


Plush  Senior  Citizen  Housing 

►Playboy  Enterprises  lost  $3.2  million  last  year  on  Los  Ange- 
les' 29-room  Playboy  Mansion,  home  of  founder  Hugh  Hefner. 
Latest  proxy  says  a  full-time  staff  gave  70%  shareholder 
Hefner,  75,  "meals,  beverages  and  other  services."  He  paid 
$930,000— more  than  his  $803,000  Playboy  magazine  edi- 
tor-in-chief salary.  Since  1971  Playboy  has  spent  $14  million 
buying  and  fixing  up  the  pleasure  palace.  Lauded  for  its 
press  value — Hef  and  his  live-in  girlfriends  get  lots  of  ink — 
the  pad  still  swelled  a  $48  million  corporate  loss.  — W.P.B. 

A  Must-Read  for  Estate  Tax  Lawyers 

►A  split  San  Francisco  federal  appeals  court  says  the  late 
Richard  Simplot's  24%  voting  stake  in  Boise's  J.R.  Simpiot  Co., 
started  by  billionaire  dad  J.R.  Simpiot,  is  worth  only  $54,450  de- 


spite total  company  value  (1993)  of  $830  mil- 
lion the  year  of  death.  The  majority  held  that 
the  U.S.  Tax  Court,  egged  on  by  the  Internal  Rev- 
enue Service,  went  too  far  in  devising  "imaginary 
scenarios"  about  what  the  three  other  Simpiot 
sibling-shareholders  (whom  the  feds  claimed 
feuded)  might  pay  for  control.  — Janet  Novack 

Brown  Trout  Get  No  Respect 

►  A  big  Ford  Motor  Co.  magazine  advertising 
spread  for  its  new  Explorer  02  sport  utility  vehi- 
cle depicts  various  outdoor  experiences.  In  one 
a  fishing  fly  is  labeled  "29  lb.  Atlantic  salmon, 
Willowemoc."  A  small  problem:  Willowemoc 
Creek,  in  New  York's  Catskill  Mountains,  contains 
lots  of  fish  but  no  salmon.  Ford  ad  agency  J.  Wal- 
ter Thompson  admits  the  error.  — Monte  Burke 

Psst!  Stockbrokers  May  Be  Sleazy 

►Faced  vnth  long-standing  criticism  that  its  mandatory  arbi- 
tration program  was  largely  a  sham — most  victorious  investors 
couldn't  collect  on  awards  won  against  brokers  or  their  firms — 
the  National  Association  of  Securities  Dealers  is  changing  things.  Start- 
ing this  month,  aggrieved  customers  vnW  be  able  to  go  directly 
to  court  against  those  who  have  left  the  industry.  In  a  telling 
move,  the  NASD  Web  site  now  stresses  the  importance  of  inves- 
tigating a  broker's  background.  — J.N.  and  W.P.B. 

What  Kind  of  Omen  Is  This? 

►In  California,  car  license  plate  DUSTED  belongs  to  ex-stock  an- 
alyst Eric  Wold.  He  says  it  honors  "all  the  failed  dot-com  compa- 
nies taken  public,"  some  of  which  he  touted  at  Frst  Security  Van 
Kasper.  Wold  is  now  corporate  finance  director  at  the  stiU-private 
Oakland  telecom  software  maker  NightFire  Software.    — W.P.B. 


Finally,  the  Internet  Gets  a  New  Growth  Sector 

With  dot-com  and  tech  operations  collapsing  almost  daily,  it's  hard  to  track  who's 
merely  on  life  support.  Below,  some  Web  sites  thoughtfully  filling  a  fresh  need. 


gone  and  who's 
—Joan  Fitzsimons 


WEB  SITE 

WEB  ADDRESS 

OUR  COMMENT 

Compost 

thecompost.com 

slogan:  "Tracking  the  death  of  dot-com" 

Dot-Com  Deathwatch 

hoovers.coni/news/detail/0,2417,ll_3583,00.html 

long  lists  of  layoffs  and  deaths 

Dot  Com  Failures 

dotcomfailures.com 

now  defunct  itself 

Dot  Com  Graveyard 

upside.com/graveyard 

humorous  epitaphs 

Dot  Com  Scoop 

dotcomscoop.com 

focus  on  breaking  news 

Flop  Tracker 

search.thestandard.com/texis/trackers/flop 

updated  daily,  with  cumulative  tables 

F — ed  Company' 

f— edcompany.com' 

well-informed  despite  profane  name 

Startup  Failures 

startupfailures.com 

emphasis  on  lessons  learned 

Why  They  Failed 

whytheyfailed.com 

emphasis  on  European  debacles 

^  '  Use  your  imagination  to  figure  out  the  missing  three  letters. 
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0         di\ycaXt  m^y 

Where  is  the  next  opportunity? 


CEO 

Global  Restauranteur 

Kozo  Hasegawa,  Tokyo 


Trust. 

Leading  to  results.' 


/ 

Making  oppqii 

1                          Deutsche  Bank  Lflll 

tunities  happen. 

—  Sales  &  Trading 

_  Corporate  Finance 

_  Transaction  Banking 

_  Asset  IVIanagement 

_  Private  Banking 

  Personal  Banking 

FOLLOW-THROUGH 


EDITED  BY  SUSAN  ADAMS 


How  Brennan  Got  Caught 


BY  DAN  SELIGMAN 

IN  THE  END  NEW  lERSEY'S  FLAMBOYANT  SWINDLER  FINALLY 
overplayed  his  hand  and  his  pursuers  had  a  lucky  break. 
FORBES  readers  (not  to  mention  writers)  have  been  v^aiting 
a  long  time  for  the  headline  above.  This  magazine  was 
pounding  away  at  Robert  Brennan's  penny-stock  hustles  as 
long  ago  as  1982.  It  further  elaborated  on  the  boiler-room 
proceedings  at  his  First  Jersey  Securities  in  a  1984  cover  story, 
and  in  another  ("Why  Can't  They  Stop  Him?"  Oct.  26, 1992), 
we  established  that  the  guy  was  still  in  business  even  after  he 
was  forced  out  of  First  Jersey. 

Brennan,  now  57,  is  a  swindler  of  a  recognizable  type:  to- 
tally unscrupulous,  with  the  nerve  and  audacity  of  a  second- 
story  man,  but  also  with  a  touch  of  class  that  has  always  given 


him  friends  in  high  places.  The  alumni  association  at  Seton 
Hall  University  named  him  .alumnus  of  the  year  in  1993,  and 
when  he  was  indicted  last  August  and  had  trouble  raising  the 
$500,000  down  payment  needed  for  his  bail,  a  number  of 
wealthy  friends  stepped  in  to  help.  One  was  NFL  eminence 
Bill  ParceUs,  formerly  the  coach  of  both  the  Jets  and  Giants, 
who  put  up  $150,000. 

Presumably  Brennan  has  now  been  stopped.  At  his  July  16 
sentencing  he  will  apparently,  per  federal  guidelines,  get  six  to 
ten  years  in  prison.  His  conviction  is  for  bankruptcy  fraud. 
After  the  demise  of  First  Jersey,  he  was  required  to  "disgorge" 


his  gains  from  the  operation.  He  ended 
up  owing  the  SEC  close  to  $75  million. 
Not  being  able  to  cough  up  this  amount, 
he  declared  "Chapter  1 1  bankruptcy  in  August  1995. 

Brennan  being  Brennan,  he  had  planned  for  this  contin- 
gency by  accumulating  some  highly  liquid  and  (he  thought) 
invisible  assets,  which  were  unmentioned  in  his  bankruptcy  pe- 
tition: to  wit,  some  $4  million  of  New  York  State  and  City  bearer 
bonds  and,  the  government  alleged,  several  hundred  thousand 
dollars'  worth  of  casino  chips  from  the  Mirage.  Not  mentioned 
in  the  fraud  indictment  are  still  other  resources  he  had  squir- 
reled away,  including  millions  in  overseas  "asset  protection 
trusts"  that  doubtless  helped  to  sustain  Brennan's  high  living. 
He  gleefully  thumbed  his  nose  at  the  SEC  and  other  creditors. 
How  else  could  one  construe  his  1999  decision  to  charter  a  pri- 
vate jet  and  take  some  friends  on  a  worldwide  tour  with 
stopovers  in  Paris,  Cannes,  Monaco,  London,  Istanbul,  Tahiti, 
New  Guinea,  Indonesia,  Singapore  and  Thailand? 

He  was  overplaying  a  weak  hand,  but  he  al- 
most got  away  with  it.  First,  a  federal  appeals 
court  held  last  fall  that  one  of  his  overseas  asset 
protection  trusts  could  not  be  invaded  by  the 
creditors.  Second,  and  incredibly,  the  jury  that 
recently  tried  him  failed  to  convict  on  most  of 
the  casino-chip  counts.  Mirage  records  showed 
that  Brennan  had  bought  huge  amounts  of  the 
chips — close  to  $1  million — on  three  visits  to 
Las  Vegas  between  1992  and  1994.  He  did  not 
cash  in  any  chips  on  these  occasions.  In  May 
1995,  three  months  before  the  bankruptcy.  Mi- 
rage records  show  that  he  was  still  holding 
around  $600,000  of  chips.  Then,  on  Labor  Day 
weekend  in  1995,  just  a  month  after  declaring 
bankruptcy,  Brennan  again  turned  up  at  the 
casino,  this  time  accompanied  by  a  sizable  en- 
tourage that  included  girlfriend  Wanda  Acuna 
(known  to  soap-opera  fans  as  a  serial  home- 
wrecker  on  The  Young  and  the  Restless)  and  gam- 
bled his  chips  again.  Still,  the  jury  ruled  that  the 
government  had  failed  to  prove  that  he 
hadn't  lost  all  his  chips.  To  reach  this  conclusion 
it  had  to  ignore  some  wonderfully  detailed  Mi- 
rage records.  First,  they  show  that  at  2:05  a.m.  on  Sept.  4, 
Brennan  turned  up  at  the  cashier's  cage  and  cashed  in 
$20,800  worth  of  chips.- Thirty-five  minutes  later,  at  2:40 
a.m.,  he  was  back  at  the  cage,  and  this  time  the  records  show 
he  cashed  in  the  whole  bundle:  $504,794  worth  of  chips.  In 
case  you  are  wondering,  the  Mirage  pays  off"  such  characters 
with  $100,000  in  shrink-wrapped  bales  of  $100  bills,  which 
Brennan  stuffed  into  a  duffel  bag. 

While  the  prosecution  basically  lost  on  the  casino-chip 
sections  of  the  indictment,  it  scored  heavily  on  the  bearer 
bonds.  These  had  not  even  been  mentioned  in  the  original 
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POWER  GENERATION 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


It  takes  three  important  ingredients  to  grow  a  generation  business.  Combustion 


turbines.  Approved  site  locations.  And  capital.  At  PSEG,  we're  focused  on  becoming 


one  of  the  country's  largest  independent  power  producers.  You  see,  we  have  60  new 


turbines  on  order  as  weU  as  approved  sites  in  strategic  locations.  And  ready  access 


to  financial  markets.  Some  powerful  facts  to  ponder. 


PSEG 


We  make  thingi  work  for  you. 


FOLLOW-THROUGH 


charges  brought  by  the  U.S.  Attorney's  office  in  Newark. 
But  only  weeks  before  the  trial  was  scheduled  to  begin  last 
December,  the  federal  prosecutors  serendipitously  discov- 
ered the  hidden  bonds  and  realized  that  their  fraud  case 
against  Brennan  would  be  far  larger  than  originally 
expected. 

To  conceal  the  bonds,  Brennan  had  turned  to  the  not-ex- 
actly  eponymous  Peter  Bond,  who  ran  a  financial-manage- 
ment firm  called  Valmet  on  the  Isle  of  Man.  Not  part  of  the 
United  Kingdom,  Man  is  a  self-governing  possession  of  the 
Crown  in  the  Irish  Sea  whose  economic  base  has  tradition- 
ally been  secretive  money  management.  Summoned  to  Bren- 
nan's  home  in  Colt's  Neck,  N.J.  in  June  1995,  Bond  received 
a  briefcase  containing  the  bearer  bonds,  with  a  face  value  of 
$3,795,000,  and  was  told  to  transport  the  contents  to  the  Val- 
met offices  in  Man  and  to  begin  liquidating  them.  By  June 
1996  the  proceeds  of  the  sales — including  interest  payments, 
these  aggregated  $4,062,924 — were  in  a  nominee  account  at 
the  Isle  of  Man  branch  of  the  Bank  of  Scotland.  Using  this 
account,  Brennan  invested  the  proceeds  in  a  number  of 
American  stocks.  By  late  1997  the  portfolio  in  the  nominee 
account  was  worth  more  than  $20  million. 

Whence  the  fivefold  increase?  Definitely 
a  good  question.  The  stocks  Brennan  was 

buying  were  all  low-priced  shares  in  un-   

heard-of  companies — Consolidated  Tech- 
nologies, Red  Hot  Concepts  and  Lafayette 
Industries.  All  were  Regulation  S  stocks, 
meaning  that  they  were  not  registered  in  the 
U.S.  and  therefore  supposed  to  be  held  only 
by  foreigners.  Such  securities,  being  outside 
the  regulatory  framework  in  which  most 
stocks  are  traded,  are  ideal  for  the  kind  of 
bucket-shop  operations  with  which  Brennan 
is  identified.  It  is  certainly  hard  to  ascribe  his 
miraculous  400%  return  to  the  business  suc- 
cesses of  the  firms  in  question.  All  were 
hopeless  underperformers.  Lafayette  was 
delisted  by  Nasdaq  in  1997,  when  its  price 
was  half  a  penny. 

In  any  case,  Brennan's  trading  with  the 
bearer-bond  proceeds  was  all  quite  unknown 
to  his  prosecutors  in  the  bankruptcy  fraud 
case,  who  until  last  fall  were  still  focusing  in- 
tently on  the  casino  chips.  The  Isle  of  Man 
connection  was  uncovered  in  the  course  of 
another  investigation. 

The  truth  emerged  out  of  an  inquiry  by 
the  Manhattan  district  attorney,  Robert  M. 
Morgenthau,  into  some  suspicious  Regulation 
S  transactions.  His  office  fastened  onto  the 
Valmet  transactions — but  without  knowing 
that  Brennan  was  involved.  Morgenthau  con- 


tacted the  attorney  general  of  the  Isle  of  Man  and  asked  fc 
cooperation  in  efforts  to  check  the  possibility  that  Americar 
were  illegally  acquiring  the  securities. 

In  years  past,  law  enforcement  on  the  Isle  of  Man  coul 
not  exactly  be  counted  on  to  side  with  the  cops  in  sue 
cases.  But  in  recent  years  the  European  community  anl 
the  U.K.  itself  have  been  loudly  advertising  their  determ: 
nation  to  crack  down  on  money  launderers.  So  when  th 
local  attorney  general  got  his  request  from  Morgenthai 
he  signaled  to  Valmet  that  it  had  to  cooperate.  Eyeing  th 
lay  of  the  land.  Bond  agreed  to  testify  against  Brennan  an 
was  granted  immunity  from  any  U.S.  prosecution  for  h: 
own  actions. 

At  this  point,  the  prosecution  had  less  than  two  month 
to  prepare  for  the  Dec.  6  trial  date,  and  only  a  couple  ( 
weeks  to  create  a  new  indictment  reflecting  the  bearer-bon 
story.  Lead  prosecutor  Paul  Weissman  of  the  U.S.  Attorney 
Office  in  Newark  flew  to  Man  and  began  debriefing  Bone 
He  was  on  the  stand  in  Trenton  for  more  than  a  week  and  b| 
all  accounts  was  a  terrific  witness. 

The  "Why  Can't  They  Stop  Him?"  question  was  anL 
swered  that  week. 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/JUNE  II,  1921 

Lasting  Argument  The  necessity  for  tax  reform  is  now  admitted  by  all.  No 

reform,  however,  can  effect  a  cure  for  the  evil  now  afflicting  us.  The  cardinal  object  must  be 
the  drastic  cutting  down  of  public  expenditures.  No  matter  how  tax  levies  may  be  draped  or 
disguised  they  amount  to  very  much  the  same  thing  in  the  end,  namely,  the  withdrawal  of  capil| 
from  productive  sources  and  its  dissipation  for  non-productive  purposes. 

60  YEARS  AGO  IN  FORBES/MAY  15.  1941 

Famous  Last  Words  The  last  word  in 

telephoning  has  just  been  announced:  Bell  Telephone  Lab- 
oratories reveals  that  "voice  dialing"  is  now  an  actuality. 
By  breaking  down  electric  currents  into  sub-bands  of  dif- 
ferent power,  the  called  party  is  automatically  connected 
by  "talking"  the  number  into  the  transmitter. 

Bell  Labs  never  fully  developed  voice  dialing  in  the  1940s.  In 
the  mid-1970s  it  developed  speech  recognition  technology 
that  led  to  various  forms  of  voice  dialing  available  to 
consumers  since  the  mid-1990s. 

30  YEARS  AGO  IN  FORBES/MAY  15,  1971 

Unloved  at  Any  Speed  "What's  good  for  General  Motors...."  In  a  simplf 

world  this  was  certainly  true:  If  the  U.S.  prospered,  so  did  GM,  and  it  created  jobs  and  values. 
But  in  a  society  that  increasingly  questions  the  past's  basic  attitudes  and  assumptions,  more 
jobs  and  more  cars  are  also  viewed  as  causing  more  pollution,  road  deaths  and  congestion.  Ca 
GM  adapt  to  this  divided  view  of  society  and  still  remain  a  paragon  of  American  capitalism? 
Chairman  James  M.  Roche's  own  image  is  threatened  by  these  changes.  A  poor  boy  with  no  co 
lege  education,  he  started  as  a  lowly  statistician.  It  is  a  real  Horatio  Alger  story,  but  these  days 
the  Alger  character  is  a  villain  rather  than  a  hero  to  a  rising  generation  that  treasures  Ralph 
Nader  above  mere  captains  of  industry. 
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Snooze  Zone  and  massages 
on  select  flights,  as  space  and 
time  permit,  in  Upper  Class, ' 
sQUC  business  class  . 


THE  CRUST  IN  YOUR  EYES.  THE  DROOL  IN 
THE  CORNER  OF  YOUR  MOUTH.  THE  MESSY  HAIR. 

SLEEP  IT'S  A  BEAUTIFUL  THING. 


space.  Or  our  private  Snooze  Zone,  a  designated  area  where  you'll  never 


by  a  rattling  food  cart,  a  chatty  passenger,  or  anyone  clicking  away  at  th^ 


And  when  it  comes  to  helping  you  go  out  like  a  light,  what  more  could 


Well,  how  about  a  real  pillow  and  comfy  duvet?  Complimentary  cotton 


maybe  a  soothing  on-board  massage?  In  the  end,  you'll  get  a  sleep  th 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


Virgin  atlonticfj^^ 


MONEY    MANAGEMENT    IS    WHAT    WE  DO.' 


Actually,  we're  pretty  good  at  lowering  blood  pressure,  too. 


Unlike  investment  banks,  Neuberger  Berman  wasn't  created  to  underwrite  stocks.  For  over  60  years,  we' 
specialized  in  one  thing:  managing  money.  Why  is  that  important?  It  means  there  are  no  hidden  agend 
when  we  buy  or  sell  stocks  for  you.  It  means  there  are  no  distractions,  either:  we  spend  all  our  tin 
sweating  every  detail  of  your  portfolio,  whether  it's  $500,000  or  $50  million.  And,  mostly,  it  means  we  c 
help  you  realize  your  goals.  Even  if  your  goals  include  such  numbers  as  120  over  80.  If  you  have  a  minimu 
of  $500,000  to  invest  in  a  customized  portfolio,  and  would  like  a  free  brochxire  on  money  management,  c 
877.232.4859.  Or,  for  more  information  and  a  list  of  our  offices  across  the  country,  visit  us  at  nb.co 


NEUBERGER  BERMAN 


Private  Asset  Management 


"Money  management  is  what  we  do"  is  a  service  mark  of  Neuberger  Berman,  LLC.  ©2001 .  All  rights  reserved.  Member  NYSE/SIPC.  5/01 . 


FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 

"With  all  thy  getting  get  understanding" 


SCOOP! 


THE  ENERGY  CRISIS  WILL  SOON  BE  OVER.  THE  BUSH  ADMIN- 
istration  has  made  some  sensible  proposals  to  remove  road- 
blocks to  creating  and  distributing  energy  in  America,  par- 
ticularly vis-a-vis  buUding  new  power  lines  and  modernizing 
and  constructing  new  refineries.  The  high  market  prices  are 
already  doing  the  bulk  of  the  job. 

New  electricity  capacity  should  expand  mightily  in  the  next 
two  years.  By  the  next  presidential  election  in  2004,  tliere  should 
be  a  glut  of  electricity.  And  natural  gas  exploration  is  exploding. 

Conservation?  We've  been  conserving.  Since  the  first  energy 
crisis  in  the  mid-1970s,  America's  economic  output  has  more 
than  doubled,  yet  energy  consumption  has  expanded  by  less 
than  a  third.  It  wasn't  so  long  ago  that  pilot  lights  on  stoves  and 
furnaces  consumed  40%  of  household  natural  gas;  today  the 
pilot  light  is  almost  a  museum  piece.  Conservation  is  not  so 
much  about  sweltering  in  the  summer  and  going  cold  in  the 
v^ter  as  it  is  about  making  our  cars  and  electrical  conveniences 
more  energy-efficient.  The  typical  refrigerator  today  uses  about 


one-third  the  energy  its  counterpart  did  in  1972.  But  what  the 
Bush  Administration's  critics  don't  like  to  acknowledge  is  that 
when  devices  become  energy-efficient,  we  use  them  even  more. 

Conservation  in  and  of  itself,  of  course,  is  not  the  answer. 
California  has  religiously  advocated  using  less  electricity  and 
has  promoted  alternative  energy  sources,  such  as  windmiUs. 
The  Golden  State  ranks  47th  in  per  capita  energy  consump- 
tion. Yet  CaHfornia's  electricity  crisis  reminds  us  daily  that  we 
also  need  increased  supply.  In  essence,  the  President's  efforts 
will  prevent  California-like  crises  for  the  rest  of  the  nation. 

The  Administration  should  immediately  do  two  things  to 
deal  with  the  high  price  of  gasoline:  suspend  the  federal  gas 
tax — 18.4  cents  per  gallon — for  six  months;  suspend  the  convo- 
luted rules  for  refining  gasoline,  which  during  the  summer  add 
around  40  cents  per  gallon  for  motorists  in  the  Midwest.  Those 
measures  would  take  away  any  immediate  political  heat  this 
summer.  And  when  the  suspensions  ended,  the  free  market 
would  already  be  meeting  our  energy  needs  at  affordable  prices. 


THE  DIVIDENDS  OF  U.S.  BONDS 


TREASURY  CHIEF  PAUL  O'NEILL  RECENTLY  BROACHED  THE 
idea  of  keeping  the  government  bond  market  alive  by  issuing 
new  debt,  even  in  the  face  of  budget  surpluses,  and  giving  the 
proceeds  back  to  the  public  in  the  form  of  a  tax  cut.  The  no- 
tion deserves  serious  consideration. 

The  Treasury  market  plays  several  critical  roles.  It  pro- 
vides a  stable  benchmark  for  the  interest  rates  of  other 
bonds.  Without  this  reliable  compass,  nongovernment  bond 
prices  would  be  inherently  more  volatile.  There  is  no  substi- 
tute for  Treasurys  in  this  role.  The  Treasury  market  also 
serves  as  a  refuge  for  worried  investors. 

Treasury  bonds  play  another,  often  unappreciated,  role. 
Just  as  stocks  capitalize  on  future  income  streams  of  corpo- 
rations, government  debt  turns  future  tax  receipts  into  pres- 
ent-day capital.  Alexander  Hamilton,  our  first  Treasury  sec- 
retary, understood  this  more  than  200  years  ago  when  in  a 


series  of  reforms  he  brilliantly  turned  America's  near- worth- 
less debt  into  currency  and  rock-solid  bankable  assets. 

Alan  Greenspan  dismisses  concerns  about  the  need  for  a 
Treasury  benchmark,  declaring  that  Wall  Street  can  create  prof- 
itable alternatives  with  many  of  the  attributes  that  market  par- 
ticipants value  in  Treasurys.  He's  wrong.  Near  beer  isn't  real  beer. 

As  for  paying  down  the  national  debt  held  by  the  public,  no 
one  should  think  that  this  means  the  government  would  be 
debt-free.  In  fact,  Washington's  obligations  vastly  exceed  the 
number  we  think  of  as  the  national  debt.  Tlie  Social  Security  sys- 
tem today  holds  more  than  a  trillion  dollars'  worth  of  govern- 
ment securities  on  which  the  federal  government  will  someday 
have  to  make  good.  The  present  value  of  Social  Security's  un- 
funded obligations  exceeds  $8  trillion.  Medicare?  Add  a  couple 
more  trillion  dollars.  If  a  private  company  kept  its  balance  sheet 
the  way  Washington  does,  its  officers  would  be  facing  jail  time. 


TORPEDOING  GLOBAL  TAX  NANNIES 


ANOTHER  CONSTRUCTIVE  MOVE  BY  OUR  TREASURY  CHIEF  HAS 
been  to  kibosh  an  initiative  of  high-tax  countries  to  force  low- 
tax  countries  to  raise  their  levies.  The  Paris-based,  30-member 
Organization  for  Economic  Cooperation  &  Development 
(OECDj,  known  to  nonmembers  as  the  rich  man's  club,  wants 


to  impose  sanctions  on  "money-laundering  tax  havens."  Its  real 
purpose:  to  wage  war  against  low-tax  entities.  Or  as  OECD  bu- 
reaucrats put  it,  "to  eliminate  harmfiJ  tax  practices."  The  Bush 
Administration  righdy  saw  the  OECD  move  as  an  attempt  to 
become  tlie  world's  lax  policeman  and  to  force  liigh-tax  regi- 
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mens  on  sovereign  states.  Naturally,  France  was  the  prime 
mover.  It  and  other  European  tax-happy,  welfare  nations  have 
long  cast  a  jaundiced  eye  on  those  who  don't  squeeze  their  cit- 
izens' pocketbooks  sufficiently.  Look  at  the  European  Union's 
constant  berating  of  Ireland  for  its  policies  of  cutting  taxes. 


O'Neill  made  clear  the  U.S.  would  vigorously  pursue  gen- 
uine tax  cheats  and  fight  criminal  money-laundering  efforts. 
But  he  rightly  saw  the  distinction  between  those  laudablel 
goals  and  the  less-than-laudable  efforts  to  force  low-taxj 
countries  to  impose  more  exactions  on  their  citizens. 


DUTCH  DEATH 


A  COUPLE  OF  MONTHS  AGO  THE  NETHERLANDS  BECAME  THE 
first  democracy  in  history  to  allow  its  doctors  to  kill  their  pa- 
tients. The  law  codifies  what  has  been  going  on  in  that  countiy 
for  a  generation.  There  are  rules  that  are  supposed  to  be  observed 
before  a  physician  can  snuff  out  a  patient's  life — i.e.,  children 
must  be  at  least  12;  patients  must  request  to  die;  a  second  doctor 
must  independently  verify  the  request.  But  in  practice  half  the 
victims  are  murdered  without  having  requested  death,  ostensibly 
because  the  physician  believes  the  patient's  quality  of  life  to  be 
suffering,  but  often  it  is  to  reduce  health  care  expenses.  Why  work 
to  prolong  the  life  of  someone  who  will  die  in  a  few  months  any- 
way? Many  people  who  are  doctor-killed  are  suffering  fi-om  de- 
pression; they're  not  souls  undergoing  insufferable  physical 
agony.  No  wonder  a  growing  number  of  elderly  Dutch  fear  going 
to  the  hospital.  Their  country  is  developing  an  environment  in 
which  the  will  to  live  is  increasingly  being  labeled  as  selfish. 

Not  only  the  elderly  are  at  risk.  Babies  born  with  physical 
or  mental  handicaps,  even  treatable  ones,  are  being  killed 


shortly  after  birth.  Doctors  are  also  "euthanizing"  terminally  iljj 
children  and  mental  patients.  A  decade  ago  the  Dutch  govern-l 
ment  estimated  that  nearly  one  in  ten  of  its  citizens  who  died] 
were  killed  by  their  doctors.  The  ratio  is  probably  higher  now. 

The  chairman  of  the  conference  of  Germany's  Roman! 
Catholic  bishops,  Cardinal  Karl  Lehmann,  rightly  accusedl 
the  Netherlands  of  adopting  a  "culture  of  death."  GermanI 
physicians  vigorously  denounced  the  Dutch  move.  Theyl 
know  all  too  well  from  their  own  country's  history  what  thel 
implications  of  their  neighbor's  actions  are.  Before  WWII, I 
Nazi  Germany  secretly  Idlled  thousands  of  mentally  or  phys- 
ically handicapped  people.  What  a  murderous  irony  it  is  thatl 
during  WWII  Dutch  doctors  heroically  resisted  Nazil 
pressures  to  practice  euthanasia.  Now  the  heirs  of  thosel 
physicians  are  doing  it  to  a  degree  that  would  have  won  the| 
applause  of  the  Gestapo  and  the  SS. 

May  the  rest  of  us  avoid  the  bleak,  antilife  society  the] 
Dutch  are  creating. 


BLACK  DEATH 


In  the  Wake  of  the  Plague— by  Norman  P.  Cantor  (The  Free  Press, 
$25).  In  the  late  1340s  Europe  suffered  a  catastrophe  the  equiva- 
lent of  a  nuclear  war.  Within  months,  a  third  to  half  of  the  pop- 
ulation died  from  the  "Black  Death."  This  wee  book  examines 
the  impact  of  the  plague  on  European  civilization,  most  partic- 
ularly England,  whose  population  did  not  reach  preplague  levels 
for  another  400  years.  The  pandemic  greatly  acceler- 
ated the  akeady-unraveling  system  of  serfdom;  labor 
became  critically  short,  emboldening  peasants  to 
shuck  off  their  manorial  servitude  and  demand  a  stift 
increase  in  their  compensation.  England's  dream  of 
forging  a  major  European  continental  empire  was  fa- 
tally undermined;  its  military  machine  depended  on 
infantry,  which  in  the  aftermath  of  the  plague  became 
prohibitively  costly.  The  plague  led  to  a  fatal  split  in 
England's  ruling  Plantagenet  farruly,  resulting  in  the 


War  of  the  Roses.  And  Jews,  scapegoated  for  the  disaster,  were| 
hideously  massacred  in  numerous  parts  of  Europe. 

Land,  of  course,  was  at  the  heart  of  medieval  economics. 
Land  disputes  were  enormously  exacerbated  by  families  fight- 
ing from  wdthin  over  who  ovraed  what,  when  many  heirs  sud- 
denly died.  Complex  land  litigation  lead  to  the  property  lawj 
that  today  dominates  Britain  and  much  of  the  West. 

Cantor  cites  growing  evidence  that  the  plague! 
was  actually  two  diseases  raging  simultaneously- 
the  plague  and  deadly  anthrax,  which  originates  in! 
cattle  and  at  onset  has  the  same  symptoms  as  the! 
plague.  He  also  discusses  possible  causes  of  the! 
outbreak,  underscoring  how  little  we  know  aboull 
true  sources  of  sudden,  devastating  epidemics. 

This  book,  alas,  is  marred  by  the  author's| 
irritating,  snide  asides. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Chez  Josephine-4 14  West  42nd  St.  (Tel.:  594-1925).  Perfect  for 
out-of-towners — a  bordello-interiored  homage  to  Josephine 
Baker  that's  sort  of  French,  sort  of  soul  food.  Favorite:  Elvira's 
fried  chicken  with  sweet  potato  fries  and  red  pepper  com  bread. 
Mctisse-239  West  105th  St.  (Tel.:  666-8825).  Unpreten- 


tious, charming,  friendly  bistro  with  efficient  service.  Thtj 
food,  however,  is  not  up  to  the  charm. 
•  Seo-249  East  49th  St.  (Tel.:  355-7722).  Tranquil  Japanese  set- 
ting with  a  garden.  The  menu  is  wonderftilly  varied  and  creative  | 
The  fare  is  delicious,  especially  the  udon  and  soba  noodles. 
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Some  see  a  computer.  Others,  an  invitation. 


invent 


OTHER  COMMENTS 


Were  we  directed  from  Washington 
when  to  sow,  and  when  to  reap,  we  should  soon  want  bread. 

—THOMAS  JEFFERSON 


Motivating  Force  It  has  been  dear  for  a  decade  now 
that  the  goals  and  ideology  of  conservation  have  been  en- 
shrined as  official  dogma,  but  nobody  has  been  practicing 
the  religion.  The  bishops  and  high  priests  in  the  environment 
movement  and  in  government  bureaucracies  have  filled  mil- 
lions of  pages  of  scripture,  regulation  and  reports,  but  they 
have  not  captured  the  minds  of  the  people.  Why?  Probably 
because  the  individual  human  drive  to  achieve  the  benefits 
and  joys  of  energy  use — from  surfing  the  Internet  to  cruising 
the  highways  in  the  latest  auto  industry  product — are  far 
stronger  a  motivator  than  the  guilt  and  sacrifice  advocated 
by  the  environmentalists  and  conservationists.  Freedom  and 
markets  will  always  beat  limits  and  repression.  The  Roman 
Catholic  Church  learned  that  lesson. 

—TERENCE  CORCORAN, 
National  Post  (Canada) 

Offensive  Normal  human  beings  would  blanch  at  the 
thought  of  staging  an  athletic  event  at  the  site  of  an  infamous 
massacre.  But  China's  Communist  rulers,  who  are  bidding 
hard  to  host  the  summer  Olympics  in  2008,  are  not  normal 
human  beings.  So  it  comes  as  no  surprise  that  they  propose  to 
hold  the  Olympic  marathon,  triathlon,  and  cycling  competi- 
tions in  and  around  the  spot  where  the  People's  Liberation 
Army  killed  as  many  as  2,000  student  demonstrators  in  June 
1989:  Tiananmen  Square.  The  highest  aim  of  the  Olympic 
Games  is  set  out  in  the  Olympic  Charter:  "encouraging  the  es- 


"The  best  part  of  growing 
old  is  not  having  to  invest  for  the  long  term." 
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tablishment  of  a  peaceful  society  concerned  with  the  preserva- 
tion of  human  dignity."  Would  staging  races  at  a  place  of  mas'- 
murder  demonstrate  respect  for  that  goal — or  contempt? 

One  day — soon,  let  us  hope — the  Chinese  people  will  be 
free  to  speak  their  minds,  to  worship  in  peace,  to  choose  their 
rulers.  When  that  day  dawns,  it  will  be  time  for  Beijing  tc 
host  the  Olympics.  But  not  now.  Not  while  the  butchers  ol 
Tiananmen  remain  in  power. 

— JEFF  JACOBY,  Boston  Globti 

Wrongdoing  From  the  Soviet  gulag  to  the  Nazi  con- 
centration camps  and  the  killing  fields  in  Cambodia,  history 
teaches  us  that  granting  the  state  legal  authority  to  kill  inno- 
cent individuals  has  dreadful  consequences.  Calling  it  "ter- 
mination of  Hfe  on  request"  does  not  change  its  moral  re- 
pugnance. The  Dutch  have  changed  the  equation  [by 
legaUzing  euthanasia];  life  is  now,  in  German  cancer  special- 
ist Dr.  Stephan  Sahm's  terminology,  "only  one  of  two  legal 
options,"  and  if  we  choose  to  live  we  will  be  "held  account- 
able." It  is  a  repulsive  redefinition  of  the  gift  of  Life. 

— PETE  DU  PONT,  policy  chairman, 
National  Center  for  Policy  Analysis, 
Opinionjournaicon) 

Two  for  One  Both  anthrax  and  bubonic  plague  begin  with 
similar  flu-like  symptoms,  and  the  two  diseases  could  have  been 
conflated  by  contemporary  doctors.  In  the  13th  century,  there 
was  an  enormous  increase  in  cattle  ranching,  raising  of  herds  ol 
beef  cattie  in  congested  conditions  both  on  the  great  open  ranges 
of  northern  England  and  the  small  pasturages  in  the  southern 
farmlands.  Eating  tainted  meat  from  sick  herds  of  cattle  was  a 
form  of  transmission  to  humans  just  as  eating  chimpanzees  in 
what  is  today  the  Republic  of  Congo  is  believed  by  scientists 
to  have  started  the  AIDS  disease  in  East  Africa  in  the  1930s. 

—NORMAN  F.  CANTOR 
In  the  Wake  of  the  Plague 

Truth  Hurts  Kyle  Canter,  six  years  old,  was  watching  his 
parents  dress  for  a  formal  dinner  "What's  that?"  he  asked  as 
his  father  put  on  one  item.  "It's  called  a  cummerbund — it's 
like  a  sash,"  his  father  repUed.  "What's  it  for?"  Kyle  asked.  "It 
sort  of  keeps  the  shirt  down,  the  pants  up  and  the  stomach 
in,"  Dad  explained.  Kyle  obviously  hadn't  reached  the  age  ol 
diplomacy.  "It's  not  working,"  he  said. 

—ENID  NEMY,  New  York  Times  F 


Falcon  2000  is  a  widebody 
,iess  jet  that  whisks  you 
)  nm  in  serene  comfort. 


The  choice  is  yours.  Pilots  enjoy  a  Falcon's  large,  well-planned 

cockpit.  Passengers  relax  in  a  quiet,  spacious  cabin  that  redefines 

the  business  jet  experience. 

Simply  stated,  our  engineers  are  fanatics  about  your  comfort.  ^ 

It's  another  reason  why  Falcons  are  called  the  best  designed,  best  : 

built,  best  flying  business  jets  at  the  top  of  the  market.  1 

For  information  about  all  four  of  the  Falcon  models. 

J 

J 

contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 

A  DASSAULT 

Alain  Aubry  in  Paris  at  (331)  40-83-93-08.  * 
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Quite  frankly,  it  doesn't  matter  whether  the  glass  is  half  full  or  half  empty.  It's  what  your  investment  bank  does 
Iwith  the  water  that  counts.  Our  28,000  employees,  top-ranked  research  and  $10  billion  in  equity  give  us  the 
;global  clout  to  execute  complex  transactions,  even  in  the  toughest  financial  conditions.  Because  it's  not 
enough  for  clients  to  succeed  in  bull  markets.  They  have  to  succeed  in  any  market. 

CSFB  I  EMPOWERING  CHANGE! 
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Issued  by  Credit  Suisse  First  Boston  (Europe)  Limited:  regulated  for  investment  business  in  the  UK  by 
The  Securities  and  Futures  Authority.  ©Copyright  2001  Credit  Suisse  First  Boston  Corp.  All  rights  reserved. 


NTT  DoCoMo  in  focus 


i-mode  is  taking 
the  business  world  by  storm. 


The  i-mode  business  solution 

i-mode  has  literally  transformed  the  Japanese 
cellular  landscape,  creating  a  burgeoning  new 
market  for  mobile  multimedia  services. 
Particularly  in  the  business  world,  i-mode  based 
solutions  are  having  a  significant  impact  on  day- 
to-day  operations. 

Distribution  industry 

One  of  Japan's  leading  companies  in  the  field  of 
integrated  distribution  services  has  turned  to 
i-mode  in  its  efforts  to  improve  customer 
relations. 

Previously,  the  company  employed  vehicle- 
based  communication  systems  that  were  expen- 
sive to  replace,  limited  to  voice  transmission, 
and  ineffective  when  drivers  left  the  vehicles. 
These  factors  often  contributed  to  unacceptable 
delays  in  responding  to  customer  requests. 

i-mode  captured  the  company's  attention 
because  of  its  small  initial  investment,  superior 
mobility,  and  ability  to  transmit  both  images  and 
text.  Once  integrated  into  the  company's  infor- 
mation system,  it  allowed  customer  centers  to 
communicate  directly  with  drivers  —  even  when 
away  from  their  vehicles.  Moreover,  precise 
customer  details  and  collection-and-delivery 
instructions  could  be  relayed  and  shared  with 
utmost  reliability  via  visual  data. 

A  resounding  success,  the  system  has  given 
the  company  an  edge  over  the  competition  in 
delivery  efficiency  and  customer  satisfaction.  It 

i-mode  in  Japan  \  

NTT  DoCoMo's  i-mode  cellular  service  has  attracted 
over  22  million  subscribers  since  its  introduction  in 
Japan  in  February  1999,  accounting  for  over  50%  of 
the  company's  total  36  million  subscribers. 

With  the  press  of  a  button,  users  can  access  over 
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i-mode's  meteoric  rise  continues  unabated.  By  the  8th  of  April,  the 
service  had  attracted  over  22  million  japanese  subscribers. 


has  also  sped  the  development  of  additional 
sales  functions  for  the  company's  truck  drivers. 

Anticipating  still  further  improvements  in  the 
quality  of  its  services,  the  company  is  now 
adding  new  i-mode  based  services  for  package 
inquiries,  delivery  completion  e-mail,  and 
delivery  receipt  certificate  requests. 

System  Configuration 


Integrated  information  LAN 


J 


Sales  industry 

A  major  sportswear  company  in  Japan  that 
operates  over  300  outlets  throughout  the 
archipelago  is  another  example  of  a  business 
that  has  benefited  from  i-mode. 

In  the  past,  the  company's  salespeople 
submitted  sales  reports  and  customer  feedback 
via  fax,  requiring  secretaries  at  the  head  office  to 
type  the  information  into  a  company  database. 
It  was  a  time-consuming  process  prone  to  errors 
and  delays. 

Since  April  of  last  year,  however,  over  600  of 
its  sales  coordinators  have  been  equipped  with 
compact  i-mode  phone  terminals  from  which  up- 


1 ,600  i-mode  menu  sites  and  40,000  voluntary  sites 
and  use  specialized  services  that  range  from  e-mail, 
online  shopping,  ticket  reservations  and  databases  to 
news,  entertainment  and  transactions  with  numerous 
Japanese  banks. 

i-mode  content  is  based  on  a  subset  of  HTML,  the 
world's  de  facto  scripting  language.  This  makes 
conversion  from  Internet  content  a  remarkably  simple 
process  for  content  providers. 

DoCoMo  also  caters  to  user  demands  with  reason- 
able fees.  Through  the  advanced  packet  transmission 
system  of  NTT  DoCoMo,  users  are  charged  for  volume 
of  data  received,  rather  than  time  spent  online.  This 
promotes  longer,  more  frequent  visits.  In  fact,  over 
90%  of  i-mode  subscribers  are  active  users,  accessing 
an  average  of  1 1  sites  per  day. 

The  clarity  of  DoCoMo's  vision  has  been  critical  to 
i-mode's  success.  When  the  service  was  launched  in 
1999,  many  believed  there  was  little  room  for  growth 
in  Japan's  nearly  saturated  mobile  phone  market.  But 
DoCoMo's  confidence  that  data  traffic  would  open  up 
new  business  avenues  was  clearly  justified. 


to-the-minute  information  is  directly  transmitted 
to  a  company  Web  site. 

Available  to  all  personnel  nationwide,  whether 
in  the  field  or  the  office,  the  company  site  helps 
keep  everyone  equally  informed  and  enables 
more  knowledgeable  decisions  ASAP.  According 
to  a  company  spokesman,  the  potent  combination 
of  i-mode  and  the  company  Web  site  is  painting  a 
more  accurate  picture  of  market  conditions  and 
contributing  to  the  company's  development  of  a 
more  effective  branding  strategy. 


Thanks  to  NTT  DoCoMo's  technological  leadership 
and  win-win  relationships  with  content  providers  and 
phone  vendors,  i-mode  keeps  evolving  by  leaps  and 
bounds.  New  Java  capabilities,  for  example,  allow 
users  to  download  applets,  receive  automatic  updates 
on  weather,  stock  prices,  company  appointments  and 
more.  When  the  high-speed  multimedia  power  of  3G 
arrives  —  through  FOMA,  the  wodd's  first  third- 
generation  mobile  service  —  there  will  be  no  end  to 
i-mode's  business  possibilities. 


i-mode  IS  the  name  used  in  Japan  for  NTT  DoCoMo's  mobile  internet  service  FOMA  (Freeciom  Of  Mobile  multimecjia  Accessi  'S  the  name  usecJ  in  Japan  for  HU  DoCoMo  W-CDMA  sei^/ices 


For  a  borderless  world.  wtt doComo.  inc. 
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COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Paul  Johnson 


THE  U.S.  AND  CHINA:  SEVEN  PILLARS  OF  WISDOM 


PRESIDENT  GEORGE  W.  BUSH  CAME  OUT  OF  HIS  FIRST  MAJOR 
foreign  poliq^  test — ^with  China — unscathed  and  with  his  rep- 
utation enhanced.  It  is  akeady  clear  that  getting  on  sensibly  with 
China  will  be  one  of  the  biggest  challenges  of  Bush's  presidency. 
A  systematic  approach  is  required.  Here  are  the  seven  pillars  of 
wisdom  that  ought  to  be  the  axioms  of  U.S.-China  policy: 

•  China  is  a  poor,  proud  and  touchy  country,  which  through- 
out the  19th  century  was  repeatedly  humiliated  and  exploited 
by  the  rich  powers.  Those  experiences  are  branded  into  its 
national  psyche.  There  are  two  ways  in  which  these  ghosts 
can  be  exorcised — by  succeeding  in  war  or  becoming  rich. 

It  is  in  everyone's  best  interests  that  China  take  the  sec- 
iond  path.  U.S.  policy,  therefore,  should  be  to  strengthen 
China  economically  and  weaken  it  militarily. 

•  China  has  two  main  frontiers:  the  sea  frontier  of  the  West- 
em  Pacific  and  the  land  frontier  of  Central  Asia.  One  leads  to 
war,  the  other  to  prosperity.  The  U.S.  must  persuade  China 
that  pushing  its  claims  on  the  sea  frontier  will  land  it  in  noth- 
;  ing  but  trouble,  but  seeking  to  exploit  the  economic  oppor- 
tunities of  Central  Asia  will  gain  China  America's  blessing 
and,  if  need  be,  its  help.  At  all  costs  China  must  be  brought  to 
believe  that  its  manifest  destiny  lies  in  Asia. 

'  •  America  should  not  try  to  teach  the  Chinese  lessons  m 
democracy.  Theirs  is  an  old  and  clever  civilization,  and  it  will 
come  to  democracy  of  its  own  accord,  when  it  is  good  and  ready 
for  it.  Instead,  the  U.S.  should  stress  the  importance  of  the  rule 
of  law,  without  which,  in  any  case,  democracy  is  only  a  sham. 

The  U.S.  needs  to  convince  the  Chinese  ruling  class  that 
sticking  to  freely  negotiated  agreements  is  in  its  best  interests; 
that  China,  with  its  trUlion-dollar  economy,  has  a  great  deal  to 

;  lose  and  will  soon  have  much  more.  The  message  should  be: 
"Law  is  the  basis  of  all  sovereignty,  all  property  and  all  pros- 
perity. It  is  to  your  benefit  to  join  with  America  in  observing 
the  law,  upholding  it  and  persuading  others  to  do  likewise." 

|]«  In  pursuit  of  this  last  aim,  the  U.S.  should  do  everything 
in  its  power  to  draw  China  into  the  international  law-mak- 
ing process.  In  the  19th  century  China  was  at  the  painful 

[receiving  end  of  Western  concepts  of  law.  For  much  of  the 
20th  century  it  was  an  international  pariah,  an  outlaw  state. 
Now  China  must  be  encouraged,  with  the  inevitability  of 
gradualness,  to  take  its  rightful  place  on  the  legislative  and 
judicial  bench,  to  help  alongside  America  and  other  re- 


sponsible powers  to  make  the  laws  and  enforce  them. 

•  In  drawing  China  ftiUy  into  the  comity  of  nations,  the  U.S. 
must  be  careful  to  carry  the  support  and  cooperation  of  other 
powerful  and  influential  Asian  powers,  especially  the  big  four: 
Japan,  Indonesia,  India  and  Pakistan.  They  have  more  to  fear 
from  a  lawless  China  than  America  has.  They  have  more  to 
gain  from  a  China  that  is  part  of  the  legal  mechanism  that 
keeps  the  world  peacefixl.  The  U.S.  should  consult  these  coim- 
tries  periodically  and  take  careful  note  of  what  they  say. 

But  the  U.S.  also  needs  to  heed  the  views  of  three  key  states 
whose  very  existence  may  depend  on  the  emergence  of  a  law- 
abiding  China:  South  Korea,  Singapore  and  Taiwan.  They 
study  China  intently — they  have  to.  They  know  a  great  deal 
about  and  have  clear  views  on  China  but  tend  to  keep  their 
thoughts  to  themselves.  America  should  encourage  them — 
privately  of  course — to  share  their  wisdom  about  China,  and 
the  U.S.  should  give  that  information  its  due  weight. 

•  There  is  an  adaptation  of  an  axiom  that  purportedly  the 
19th-century  Austrian  statesman  Prince  Klemens  von  Metter- 
nich  applied  to  Russia.  It  works  perfectly  with  China  today. 
Each  part  of  the  precept  should  be  given  equal  weight:  China  is 
never  as  strong  as  it  looks;  China  is  never  as  weak  as  it  looks. 

•  The  seventh  pillar  is  in  some  ways  the  most  important.  The 
Chinese  are  inseparable  from  their  civilization,  which  is  one  of 
the  oldest,  richest  and  most  varied.  They  are  rightly  proud  of  it. 
China  suffered  grievously  during  the  horrific  aberration  of  the 
Cultural  Revolution  and  is  anxious  to  put  all  that  behind  it. 
China  wants  to  emerge  once  more  on  the  world  stage  as  the  liv- 
ing custodian  and  repository  of  one  of  the  world's  great  civi- 
lizations. A  clear,  outspoken,  sensitive  and  sympathetic  Ameri- 
can awareness  of  this  fact  is  the  surest  road  to  Chinese  hearts. 

I  mention  hearts  because  it  is  important  to  realize  that 
China,  though  in  many  ways  still  a  totalitarian  Communist 
state,  is  no  longer  a  monolithic  entity — a  billion-strong  mass 
of  nameless,  faceless  zombies  marching  to  the  beat  of  a  single 
drum.  As  China's  living  standards  rise,  as  the  new  capitalist- 
style  market  spreads  inward  from  the  coast  and  as  the  Chinese 
increasingly  link  v«th  global  communications  systems,  distinct 
faces  will  emerge  from  the  population,  each  with  views  based 
not  on  slogans  but  on  evidence.  A  genuine  Chinese  public 
opinion  is  coming  into  existence.  Washington  policymakers 
must  discover  what  it  is — and  pay  attention.  F 


T^V^f l^AC  I  J"*"'^'''  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  fontier  president  of  Mexico;  in  addition  to  Forties 
^^^^^^t!^  Chainnan  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forties.com/comnienlary. 
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Our  process  to  reduce  sulfur  in  gasoline 

HELPS  THOSE  WHO  DON'T  EVEN  DRIVE. 


V  V 


Sulfur  is  a  naturally  occurring  element  in  gasoline 
and  contributes  to  air  pollution.  But  until 
recently,  the  methods  used  to  remove 
sulfur  from  gasoline  weren't  very  efficient.  So 
Phillips  is  developing  a  new  process  that 
removes  more  than  90%  of  tn€  sulfur  in 
standard  gasoline  without  significant  loss  of 


octane  or  volume,  an  innovation  that  willl 
help  us  reduce  harmful  emissions  from  carsj 
improve,  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company,  pgm 
PHILLIPS  PETROLEUM  COMPANY 


For  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  /4004 
,  or  visit  us  at  www.phillips66.com.  ,  . 


DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 


publisher@forbes.com 


LET  THE  BELLS  HAVE  IT 


WHAT  DO  THESE  THREE  COCK-UPS  HAVE  IN  COMMON:  THE 
1980s  S&L  crisis,  this  year's  California  power  crunch  and  the 
brewing  telco  debt  bomb?  They  show  how  spectacularly  gov- 
ernment can  mess  up  markets: 

Thrift  managers  with  no  experience  in  risk  were  freed  to 
chase  high  returns  for  their  depositors.  But — and  here's 
Washington  logic  for  you — the  poor,  helpless  depositors 
were  to  get  the  best  of  both  worlds:  double-digit  returns  if 
things  went  right,  their  money  back  if  things  went  wrong. 

In  California  wholesale  power  prices  went  to  market,  while 
at  retail  they  stayed  capped  . . .  this,  during  the  juice-hungry 
Internet  boom!  Here  was  the  same  warped  reasoning  as  in 
the  S&L  crisis. 

The  1996  Telecommunications  Act  guaranteed  newbie  tel- 
cos  the  use  of  lines  and  switches  at  the  Baby  Bells'  facilities.  Or 
so  the  telcos  read  it.  After  all,  didn't  the  FCC  assert  that  the 
Bells  would  of  course  grant  "co-location"  as  a  quid  pro  quo  in 
order  to  achieve  their  real  goal— entry  into  the  long-distance 
market?  Of  course!  But  markets,  and  market  assumptions  be- 
yond the  Beltway,  have  a  funny  way  of  changing.  The  Bells  are 
no  visionaries,  but  neither  are  they  dummies.  During  the  late 
1990s  they  watched  the  collapse  of  prices  in  long  distance.  So 
they  said,  hmm,  maybe  the  quid  ain't  worth  the  quo. 

Broadband  Catalyst 

The  lack  of  cheap,  always-on,  last-mile  broadband  connec- 
tions to  small  offices  and  homes  is  a  short  leash  around  the 
U.S.  economy's  neck.  Yes,  taxes  are  too  high,  especially  those 
on  capital  formation.  We  hope  Congress  will  figure  out  what 
every  businessman  knows:  This  recession  is  investment-led. 
And  yes,  the  Fed  should  drop  its  funds  rate  to  3%.  And  yes, 
there  is  huge  inventory  overhang  everywhere  you  look  in  IT. 
If  all  that  isn't  enough  to  give  you  a  bad  hair  day,  ponder  the 
telco  debt  bomb  that  threatens  to  blow  up  Wall  Street. 

StUl,  broadband  is  crucial.  Its  ubiquity  is  the  difference  be- 
tween a  V  and  a  U  or  L  recession.  Broadband  is  precisely  what 
wiU  fire  up  the  animal  spirits  of  entrepreneurs  and  investors 
again.  For  a  historical  comparison  look  at  the  PC  industry, 
which  saw  a  six-year  boom  from  1977  to  1983.  Then  came 
Johnny-come-lately  VCs,  overfunding,  stupid  businesses  and 
a  bust.  Conventional  wisdom  declared  the  PC  revolution 
over.  What  sparked  it  again  was  a  crucial  catalyst  technology: 
the  Intel  386  chip  and  its  Motorola  equivalent,  the  68020. 

The  previous  286-class  chips  had  endowed  PCs  with  just 
enough  oomph  to  permit  word  processing  and  spreadsheets. 
The  PCs  of  1982  could  do  anything,  to  paraphrase  Henry  Ford, 


as  long  as  it  was  limited  to  green  text  against  a  black  screen.  But 
with  the  386  chip  came  the  power  to  run  software  previously 
seen  only  on  very  pricey  computers.  Now  the  masses  had  the 
power.  Soon  came  graphical-user  interfaces,  such  as  Windows, 
desktop  engineering,  desktop  publishing  and  other  visual  soft- 
ware that  had  been  unworkable  on  1982-vintage  PCs. 

The  dot-com  boom  started  in  1995  and  went  bust  in  2000. 
Every  dolt  imagined  he  was  a  venture  investor.  There  was  over- 
funding  galore,  idiot  businesses  up  the  gazoo — and  then  pjft. 
Net  Boom,  Act  II  awaits.  It  wiU  occur  when  a  catalyst  technol- 
ogy changes  everytliiiig,  just  as  the  386  chip  and  graphics  trans- 
formed PCs.  What  the  Net  awaits  is  obvious:  cheap  broadband 
(enough  for  streaming  video)  and  always-on  connections. 

Already  I  can  hear  skeptics  howling  that  bandwidth  de- 
mand is  not  a  sure  thing,  that  the  dogs  wUl  never  eat  it.  But 
who  can  forecast  demand  without  the  supply  that  fires  the 
imagination  and  stirs  entrepreneurs  to  create  radically  new 
uses,  not  just  extensions?  Who  in  1984  ever  guessed  that  most 
CEOs  would  use  e-mail  by  1998?  Who  in  1989  imagined  the 
necessity  of  Web-based  supply-side  chains,  let  alone  the  Web? 
How  accurate  is  it  ever  to  gauge,  say,  trafilc  for  a  proposed 
bridge  by  counting  ferry  boats  and  swimmers?  Forget  last-mile 
as  you  know  it  today:  clunky  DSL  or  cable  modem  service. 
These  are  mere  swimmers  and  ferry  boats.  The  bridge  will 
come  when  last-mUe  connections  are  easy  to  order  (one  phone 
call  or  Web  cHck);  quick  to  deliver  (the  very  next  day);  always 
on  (Hke  electricity  in,  uh,  49  states);  and  cheap  ($20  a  month  or 
less).  When  the  dogs  are  served  that,  they'll  eat  tUl  they  burst. 

Monopoly  Rents 

Bandwidth  is  key.  But  this  leads  us  back  to  government.  The 
people's  employees  in  Washington  hold  to  the  strange  idea  that 
you  spur  competition  by  forcing  suppliers  to  share  their  re- 
sources. In  fact,  the  1996  Telecom  Act  has  mainly  spurred  foolish 
investment.  Reed  Hundt,  former  FCC  chairman,  is  the  father  of 
today's  telco  debt  bomb.  His  entire  plan  should  be  abandoned. 

Let  the  Baby  Bells  monopolize  copper  wires  going  into  the 
home.  Let  them  also  enter  long  distance.  Copper  isn't  the  only 
conduit.  In  fact,  it's  probably  the  worst.  Let  the  Bells  have  it! 
Competition  won't  die.  Cable  runs  into  most  homes,  power  lines 
and  sewer  lines  (yes,  sewer  lines!)  into  nearly  all  buildings,  and 
air  is  everywhere.  Let  whoever  risks  his  capital  own  it  exclusively. 
The  prospect  of  such  monopoly  rent  is  the  very  thing  that  will  get 
risk  capital  off  its  duff  and  back  into  the  bandwidtli  game.  F 


PlVM'l^f  C  I  ^°      P^^'  Digital  Rules  columns,  visit  our  Web  site  at 
I  www.forbes.com/karlgaard. 
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We  develop  new  vaccines  and  combination  vaccines. 

So  that  protecting  our  childrer 


Wouldn't  it  be  wonderful  if  many  illnesses  were  just  a  memory?  At  Aventis,  we  are 
working  toward  this  goal.  As  a  world-leading  pharmaceutical  company  in  the  field  of  human  vaccines, 
we  help  protect  children  around  the  globe  from  infectious  diseases  such  as  polio,  diphtheria,  tetanus, 
pertussis,  meningitis  and  hepatitis  B.  We  can  prevent  up  to  six  illnesses  with  a  single  combination  vaccine. 
However,  for  a  number  of  diseases,  there  is  still  no  comprehensive  protection.  Therefore,  our  scientists  will 
continue  to  strive  to  develop  innovative  vaccines.  So  that  our  children  can  grow  up  more  carefree. 


Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 
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Backstabbing  Carly 


T  E  c  H  ^  Carly  Fiorina  must 
contend  with  dazed  troops 
and  Valley  venom  in  her  bid 
to  revive  Hewlett-Packard. 
This  is  no  time  to  flinch. 

BY  QUENTIN  HARDY 

CARLETON  S.  FIORINA  HAS  TOLD 
Hewlett-Packard's  93,000  em- 
ployees to  quit  whining.  Sure, 
they  have  been  whacked  by  a  year  of 
flagging  earnings  and  identity  crises. 
Hey,  change  is  hard,  she  said  in  a  com- 
panywide  speech  in  February.  Too 
many  e-mails  from  the  troops  were 
complaints;  HP  had  lost  faith  in  itself. 
Trust  one  another  more,  focus  on 


low.  She  has  had  to  warn  Wall  Street 
about  revenue  or  profits  three  times 
since  November.  She  has  had  to  explain 
to  the  board  how  HP  lost  track  of  sales 
and  had  to  issue  a  nasty  surprise  to  Wall 
Street  in  the  fourth  quarter.  In  the  July 
quarter  HP  says  sales  could  be  flat  to 
down  5%.  In  the  April  quarter  revenue 
fell  3%  from  a  year  ago. 

Her  blunt  style  and  some  missteps 
have  alienated  HP  alumni  and  scandal- 
ized Silicon  VaUey — the  place  invented 
by  William  Hewlett  and  David  Packard 
when  they  began  HP  in  1939.  Valley  vet- 
erans lament  that  she  doesn't  consult 
her  predecessor.  Lew  E.  Piatt.  They  fret 
that  Fiorina  is  killing  HP's 
legacy  of  paternalism.  She 


is  laying  off  3,000  managers  while  HP'; 
spinoff,  Agilent,  is  cutting  pay  10%  tc 
avoid  firings. 

Critics  spread  wild  rumors  of  he 
antics:  that  every  day  she  is  driven  tt 
work  in  a  different  car  for  security  rea 
sons  (untrue,  HP  says);  that  she  flie: 
with  a  hairdresser  (untrue);  that  tree; 
were  cut  down  so  she  could  land 
chopper  at  an  HP  site  (true,  but  she  die 
not  know  about  it). 

"HP  is  the  anchor  to  the  moral  sys 
tem  of  the  Valley,"  says  L.  Willian 
Krause,  a  venture  capitalist  and  HI 
alum.  "There  is  a  concern  as  to  whethe 
they  are  adrift."  HP  human  resource; 
chief  Susan  Bowick  says,  "Going  intc 
this,  none  of  us  knew  what  the  magni 
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"None  of  us  knew  what  the  magnitude 
[of  change]  would  be....  Everybody 
knows  the  family  is  in  therapy^"  


business,  she  exhorted. 

Weeks  later  HP's  rank  and  file  hit 
back.  A  survey  of  8,000  workers  showed 
widespread  anger  over  poor  communi- 
cation, sloppy  execution  and  a  discon- 
nect between  the  words  and  actions  of 
HP's  brass.  It  was  "a  very  sobering  expe- 
rience," Fiorina  said  in  an  April  memo 
to  her  executive  council.  She  vowed  to 
work  harder  and  ordered  managers  to 
develop  "change  agendas"  that  explain 
how  people's  work  relates  to  HP  strategy. 

Fiorina  left  a  top  job  at  Lucent  two 
years  ago  to  take  over  HP  and  recharge  it 
for  the  Internet  era.  It  has  been  a  rocky 
revolution.  HP  stock  is  near  a  52-week 
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ude  [of  change]  would  be....  It's  hard 
o  do  in  pubUc,  everybody  knows  the 
"amily  is  in  therapy." 

Yet  Fiorina  is  unrepentant  and  brac- 
ng  for  more.  The  chaos  from  crunch- 
ng  83  business  units  into  17  profit  and 
OSS  statements  at  the  $50  billion  (rev- 
;nues)  giant  is  long  and  slow,  like  a 
luge  home  remodeling,  she  says. 

To  Fiorina,  HP  is  in  "the  middle 
;ame"  and  must  sharpen  strategy  to  win 
narket  share  and  profits  once  tech  re- 
avers. Upon  arriving  at  HP,  she  brought 
n  a  psychologist  to  help  the  staff  handle 
:hange.  Five  months  later  she  showed 
!00  managers  a  video  of  customers  talk- 
ng  about  how  incoherent  HP  had  he- 
tome.  Salesmen  from  a  dozen  business 


►  By  the  Numbers 


Carly  Fiorina's  eye-popping  pay  pack- 
age when  she  was  hired  in  July  1999 
was  mostly  in  options.  Compared  to 
how  she's  fared,  the  stock  looks  great. 

Value  of  Fiorina's 
pay  package  when  hired. 

Her  pay  package 
^       of  May  17,  2001. 

HP  s  market  cap 
when  Carly  was  hired. 


HP's  market  cap  now. 


'Accounts  for  January  2000  spinoff  of  Agilent 
Technologies  from  HP. 
Source:  Hewlett-Packard. 


units  sometimes  called  on 
one  account.  From  now 
on,  she  decreed,  HP  must 
present  one  face  to  the 
customer. 

The  situation  is 
tougher  than  it  sounds. 
When  Fiorina  tried  to  unify 
HP's  sales  commission  struc- 
ture to  stress  revenue  growth 
over  orders,  reporting  became  so 
haphazard  that  she  didn't 
learn  of  a  downturn  until 
too  late,  surprising  Wall 
Street.  "That  was  a 
black  eye,"  says  Sa- 
lomon Smith  Barney  an- 
alyst John  Jones,  who  deems 
HP  a  "hold."  In  some  cases  the 
shuffling  left  two  people  in  the 
same  job.  "I  said,  'Please  give  me  a 
decision,' "  says  a  sales  manager  who 
quit  in  frustration. 

Fiorina  has  replaced  30%  of  the  200 
top  people  at  HP  but  says  no  one  crucial 
was  lost.  "People  should  depart  with 
dignity,"  she  says,  "but  don't  confuse 
that  with  the  departure  being  an  inap- 
propriate choice."  In  the  old  HP  perfor- 
mance was  ranked  on  a  one-to-five 
scale;  most  people  were  a  three  or  four. 
She  now  requires  that  5%  get  a  lowly 
one  and  15%  get  a  five. 

HP's  overhaul  has  yielded  some  ben- 
efits, but  they  are  obscured  for  now  by 
the  tech  debacle.  All  laser  printers  are 


now  Web-enabled  so  that,  when  car- 
tridges run  low,  the  machines  can  order 
replacements  online.  Last  year  HP  more 
than  tripled  patent  applications.  Its  ser- 
vices business,  Fiorina's  priority,  is  $5.5 
billion  and  growing  at  near  double-digit 
rates.  In  March  Fiorina  tapped  Ann  Liv- 
ermore,  a  well-regarded  HP  vet,  to  run 
the  services  division,  whose  revenues 
rose  33%  in  the  April  quarter. 

Its  PC  business  remains  profitable, 
despite  damaging  price  wars.  And  HP 
has  moved  into  low-priced  printers, 
gaining  share  against  Lexmark.  It  has 
lost  money  recently  in  servers  but  could 
benefit  when  the  long-awaited  Itanium 
chip,  designed  with  Intel,  finally  debuts 
next  month.  In  storage,  results  may 
come  sooner.  HP  had  five  separate 
groups  working  in  this  area  until  Fiorina 
combined  them  last  fall.  She  also  part- 
nered with  Hitachi  to  get  to  market 
faster,  giving  up  more  than  10%  of  stor- 
age revenue.  HP  says  that,  industrywide, 
customers  will  need  57  exabytes  (or  57 
billion  billion  bytes)  of  capacity.  By 
comparison,  all  the  words  ever  spoken 
equal  no  more  than  4  exabytes. 

HP  has  always  taken  pride  in  "the  HP 
Way,"  but  even  its  own  board  members 
had  worried  that  it  might  have  lost  its 
way.  That's  why  they  hired  Fiorina  in  the 
first  place.  "We  were  really  concerned 
that  we  had  missed  the  Internet,"  says 
director  George  Keyworth,  adding  they 
had  always  expected  a  turnaround  to 
take  three  years. 

So  now  Carly  Fiorina  hopes  to  lay 
claim  to  the  notion  that  hers  is  the  right 
HP  Way.  She  says  the  old  company  was 
marked  by  "a  gentle  bureaucracy  of  enti- 
tlement and  consensus."  Ask  whether  she 
has  snubbed  her  predecessors  and  she  re- 
torts, "What  does  that  have  to  do  with 
the  history  of  HP?"  She  adds,  "I  talk  to 
[HP  employees],  in  my  judgment,  more 
than  either  of  my  two  previous  CEOs." 

Walk  into  HP's  lobby  and  only  three 
portraits  are  on  display — those  of 
founders  Hewlett  and  Packard,  and  Fio- 
rina herself.  Never  mind  predecessors 
John  Young  and  Lew  Plait.  Clearly,  there 
is  no  going  back.  Now  if  only  the  tuCure 
would  hurry  up  and  arrive.  F 


DUTFRDNT 


Bear  Trap 


WALL  STREETI  Bear  Stearns  cleared  trades 
for  a  fund  that  defrauded  investors  out  of  $500 
million.  Should  a  broker  be  held  responsible  for 
the  misdeeds  of  its  clients? 

BY  MICHAEL  MAIELLO 
AND  DANIEL  KRUGER 

BEAR  STEARNS  SEEMS  TO  HAVE  A 
knack  for  getting  involved 
with  some  questionable  oper- 
ators. A  few  years  ago  FORBES  de- 
tailed how  the  brokerage  firm 
served  as  the  clearinghouse  for  sev- 
eral bucket  shops,  including  A.R. 
Baron  &  Co.,  the  boiler  room  bro- 
kerage firm  that  went  bankrupt. 
Bear  paid  $38  million  to  settle  Secu- 
rities &  Exchange  Commission 
charges  and  repaid  customers  an- 
other $40  million  to  cover  losses. 

And  now  Bear  Stearns  is  mixed 
up  with  another  shady  operator  by 
the  name  of  Michael  Berger.  A  29- 
year-old  Austrian  immigrant, 
Berger  ran  Manhattan  Investment 
Fund  until  it  blew  up  last  year.  By  his  own  account,  Berger 
operated  a  Ponzi  scheme,  using  new  investors'  money  to 
cover  severe  losses  in  his  fund — and  writing  false  account 
statements.  Berger  was  a  contrarian  at  the  wrong  time,  selling 
tech  stocks  short  between  1996  and  1999 — and  running  up 
losses  in  the  $500  million  range.  Berger  pleaded  guilty  to 
fraud  charges  in  federal  court  in  New  York  last  November.  A 
sentencing  date  was  set  for  June. 

But  another  question  has  surfaced:  To  what  extent 
should  Bear  Stearns,  as  Berger's  clearinghouse,  be  held  re- 
sponsible for  his  actions?  The  firm  was  Berger's  prime  bro- 
kerage house,  clearing  trades,  lending  him  the  stock  used 
in  short  sales  and  pocketing  both  trading  commissions  and 
a  portion  of  the  interest  generated  on  the  proceeds  of  those 
sales.  In  1999  Bear  handled  $2.2  billion  in  short  sales  for 
Berger's  fund. 

Some  of  his  big  investors  think  Bear  Stearns  bears  a  lot  of 
responsibility.  They  contend  that  it  knew  the  fund  was  in 
trouble  yet  alerted  only  preferred  investors,  and  didn't  notify 
the  SEC  until  its  own  money  was  at  risk.  By  the  time  the  fimd 
was  frozen  under  SEC  orders  in  January  2000,  it  had  orily  $35 
million  in  assets,  hardly  enough  to  make  up  the  money  in- 
vestors are  out. 

So  far  Bear  Stearns  is  soundly  winning  the  legal  fight. 
In  April  U.S.  District  Judge  Denise  Cote  threw  out  one  suit 


Awaiting  sentence 
Michael  Berger. 


accusing  Bear  of  fraud,  saying  the  firm  neither  caused  thj 
scheme  nor  "knew  of  or  assisted  in  the  alleged  fraud."  Evei 
if  Bear  knew  Berger's  fund  was  in  trouble,  she  wrote,  mar 
gin  regulations  are  designed  to  protect  brokerage  houses—] 
not  investors. 

The  basic  facts  of  the  case  aren't  in  dispute.  Through 
out  1998  and  1999  Berger's  fund  was  millions  of  dollars  ii 
the  red  yet  he  managed  to  mee 
Bear  Stearns'  margin  calls  througl: 
new  cash  or  reducing  his  shor 
positions. 

Around  December  1998  Bea 
Managing  Director  Fredrik  Schillin| 
learned  that  Berger  was  telling  som 
investors  that  the  fund  was  up  20% 
though  Schilling  knew  otherwise 
at  least  for  the  positions  he  coulc 
see.  Did  Bear  now  have  the  respon 
sibility  to  tell  the  SEC,  and  risk  see 
ing  the  fund  collapse?  Or  is  it  mereh 
a  clearinghouse?  After  all,  Berge 
was  meeting  all  his  margin  calls  anc 
it's  presumably  no  business  o 
Bear's  whether  its  clients  mak< 
money  or  not. 

Schilling  decided  to  warn  a  fev 
fund  managers,  including  one  fron 
European  Investment  Management 
that  Berger's  performance  wasn't  a; 

Bear  says  it  was  a  clearinghouse: 
"Tlie  fraud  was  that  Berger 
misrepresented  his  performance." 


good  as  Berger  was  claiming.  He  also  told  Deloitte  8c  Touche 
Berger's  auditor. 

According  to  a  suit  against  Bear  Stearns  by  Helen  Gredd 
bankruptcy  trustee  for  the  fund,  it  wasn't  until  the  end  o 
1999  that  Bear  told  the  SEC  of  its  suspicions.  However  non 
chalant  Bear  was  about  Berger's  investors.  Bear  took  care  no 
to  be  a  victim  itself.  Its  tight  margin  rules  kept  it  from  losing 
even  a  dime. 

Bear's  attorney,  Daniel  J.  Kramer,  says  the  Gredd  lawsuit 
like  the  imsuccessfiil  suit  "by  several  investors,  makes  the  nove 
argument  that  clearing  brokers  are  obliged  to  snitch  on  thei) 
own  customers.  Besides,  he  says,  holding  clearinghouse: 
liable  for  the  actions  of  their  clients  could  scare  liquidity  ou 
of  the  market. 

There's  a  good  chance  that  Kramer  will  beat  Gredd  ir 
court.  But  there's  still  the  court  of  public  opinion,  and  i 
seems  that  Bear  didn't  learn  a  whole  lot  from  the  A.R.  Baror 
escapade.  P 
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Any  business  insurer  knows  the  importance  of  risk. 
How  many  know  the  importance  of  a  pencil? 


You've  lost  thousands  of  them  in  your  lifetime. 
But  this  one  is  special — for  the  simple  reason 
that,  as  you  use  it  to  write  next  year's  plan  or 
proposal,  you  can  look  down  at  your  company's 
name  and  catch  a  quick  glimpse  of  how  far  you've 
come.  To  understand  what  moves  business,  you 
have  to  understand  what  moves  business  people. 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


drive  are  t/3demarks  of  Internattonaf  ^  less  MjChfrjes  Corporation  ir\  t'he.  Unjtod  St-ales  ancl/6r'o1f)eT.cpiviilies. 
i;',  protlufil  and  service  names  m-avi>*1^  lemarks  or  service  marks  of  others  'i'SOOl  IBM  Corp,  AIT-/ighls  reserved. 


Sell  Low 


STOCKS'  What  you  always  knew:  Analysts 
are  great  advisers— if  you  do  the  opposite. 


BY  BERNARD  CONDON 

IT  WAS  A  BUM  STEER,  TWICE  OVER.  AS 
investors  in  Capital  Crossing  Bank 
watched  their  stock  lose  80%  of  its 
value  in  a  yearlong  slide,  analysts  told 
them  to  keep  buying.  Then  last  sum- 
mer the  professionals  reversed  and 
started  rating  the  Boston  bank's  stock 
"neutral"  or  "hold,"  which  is  Street- 
speak  for  "sell."  The  timing  was  near 
perfect — for  contrarian  investors. 
Within  weeks  the  shares  hit  a  two-year 
low.  Those  smart  enough  to  buy  when 
they  were  told  to  sell  have  doubled 
their  money. 

A  rare  gaffe?  Not  exactly.  New  re- 
search by  four  California  professors 
shows  that  not  only  would  you  have 


lost  money  buying  stocks  that  analysts 
pushed  last  year  but  you  would  have 
made  money  if  you  bought  those  they 
recommended  selling.  And  not  just  a 
small  return.  You  would  have  made 
38%  on  your  money,  better  than  the 
S&P  500  has  done  since  1958. 

"It  was  a  disastrous  year  for  ana- 
lysts," says  Reuven  Lehavy,  one  of  the 
two  UC  Berkeley  professors  who  con- 
ducted the  study  with  colleagues  at 
UC  Davis  and  Stanford.  "I'd  think 
twice  about  their  recommendations 
on  when  to  get  back  into  the  market." 

The  finding,  part  of  a  forthcoming 
paper  called  "Prophets  and  Losses," 


Misfortune  Teller 


Analysts 

Company           say  "sell" 

Stock  hits 
annual  low 

Return 

since  "sell"* 

Avista              Jan  19 

Jan  3 

35% 

Capital  Crossing  July  12 

Aug  3 

38 

Technitrol          Feb  22 

Jan  18 

22 

Timberland          Feb  8 

Jan  31 

159 

Winn-Dixie  Stores  July  10 

Aug  30 

37 

All  dates  in  2000.  'Return  on  stock  from  analysts'  "sell"  date 
to  analysts'  "buy"  date.  Sources:  Bloomberg  Financial: 
Zacks  Imestment;  'Prophets  and  Losses. ' 

was  based  on  only  56  recommenda- 
tions to  sell  last  year,  as  defined  by 
First  Call.  But  the  professors  note  that 
"holds,"  which  numbered  567,  also 
put  in  an  unusual  performance:  up 
23%  in  a  year  when  the  major  indexes 
were  negative.  The  wacky  results  held 
true  for  tech  and  nontech  compa- 


nies, in  times  the  market  was  risinj^ 
and  falling. 

The  study  examined  160,000  ratings 
on  9,600  companies  over  15  years.  It's  no 
surprise  that  analysts'  "buy"  ratings 
prove  too  optimistic.  Many  work  at  in- 
vestment banks  that  reap  underwriting 
fees  from  the  very  companies  they  sup- 
posedly cover  objectively.  Last  year,  if  you 
bought  stocks  that  analysts  were  push- 
ing, you  would  have  lost  42%. 

But  where's  the  bias  explaining  why 
the  "sells"  or  "holds"  were  so  wrong? 
Lehavy's  conclusion:  "I  don't  know 
what  makes  sense  anymore." 

An  earlier  paper  from  the  four  pro- 
fessors, based  on  1 1  years  of  data 
through  1996,  showed  that  fol- 
lowing "buy"  recommendations 
would  have  enabled  a  hypotheti- 
cal investor  to  beat  the  market — 
before  trading  costs.  The  benefit 
would  have  been  erased,  however, 
if  these  costs  were  subtracted. 
Now  the  full  15 -year  database  also 
concludes  that  the  analysts  are  not 
right  often  enough  to  overcome 
the  drag  of  frequent  trading. 

Which  suggests  another  strategy: 
Follow  your  money.  While  the  S&P  500 
rose  525%  over  the  past  15  years,  Mor- 
gan Stanley  rose  2,100%,  Merrill 
Lynch,  1,500%  and  Bear  Stearns, 
700%.  When  in  doubt,  bet  on  the 
house. 


An  Affair  to  Remember 

LEGAL  Crown  Cork  owned  an  asbestos 
company  for  93  days  in  the  1960s— long  enougli 
for  today's  tort  lawyers  to  pick  it  clean. 

BY  MONTE  BURKE 

IN  1963  PHILADELPHIA-BASED  CONSUMER  PACKAGER 
Crown  Cork  &  Seal  bought  Mundet,  a  North  Bergen, 
N.J.  firm  that  made  cork  bottle  caps  and  insulation  that 
contained  asbestos.  Only  interested  in  the  bottle-cap  business. 
Crown  sold  oft  the  insulation  part  of  Mundet  just  93  days  later. 
It  neither  operated  the  insulation  business  nor  ever  intended  to. 

Crown  has  paid  dearly  for  those  93  days,  paying  out  mil- 
lions of  dollars  to  settle  some  70,000  asbestos-related  claims. 


and  bringing  the  company  to 
the  edge  of  bankruptcy.  And  it's 
)ing  to  get  worse.  In  March  an 
Ohio  court  refused  to  dismiss  an- 
other suit,  giving  the  go-ahead  to 
more  than  15,000  new  asbestos 
/  cases  there.  Crown  recently  es- 
tablished a  $420  mUlion  reserve 
to  cover  claims  nationally. 

Crown  never  manufactured, 
,  ^i^S**-^^^    sold  or  installed  an  asbestos-con- 
taining product,  so  how  can  it  be  held  liable? 
Under  the  deep-pocket  theory,  which  says,  to  put  it 
somewhat  cynically,  that  tort  liability  automatically  expands  to 
the  nearest  available  pot  of  money.  "It's  swept  in  some  compa- 
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SOME  DR.IFTERS  MAKE  SIX  FIGURES. 


time  to  exercise  the  most  rewarding  perk  of  all.  Your  right  to  go  away.  line  and  inspire  you  to  do  the  same.  But  first,  you  have  to  begin  somewhere.  If  you 
Umeplace  far  and  remote.  Where  your  mind  clears  with  the  water.  can't  find  escape  on  any  list  of  employer  benefits,  we  suggest  you  visit 

'I'd  worry  goes  out  with  the  tide.  Perhaps  a  brave  fish  will  break  its      ^jjMPg^      a  Land  Rover  Centre  and  see  what  a  Range  Rover  is  really  made  of. 

RANGE  ROVER 


OUTFRONT 


If  Crown  never  sold,  made  or  installed  asbestos,  how  can  it  be  held  liable? 


nies  with  pretty  peripheral  relationships  to  the  .creation  of  risk," 
says  Yale  Law  School  professor  Peter  Shuck. 

The  legal  issue  in  the  Ohio  case  was  whether  Crown  had 
"successor  liability"  to  Mundet.  Typically,  an  acquiring  com- 
pany is  not  liable  for  the  debts  or  liabOities  of  a  company  from 
which  it  buys  assets,  but  there  are  big  exceptions.  For  exam- 
ple, liability  is  triggered  if  the  deal  amounts  to  a  merger  or 
consolidation,  usually  evidenced  by  a  purchase  of  the  stock. 

That's  what  trapped  Crown.  The  company  contended 
that  it  only  bought  Mundet's  bottle-cap  assets  and  that 
merely  buying  assets  isn't  a  merger  and  doesn't  trigger  liabil- 
ity. No  insulation  managers  ever  worked  for  Crown  nor  did 
Mundet  stockholders  ever  have  an  ownership  interest  in 
Crown.  But  Ohio  judge  Leo  M.  Spellacy  sided  with  the  tort- 


lawyer  argument  that  Mundet  disappeared  as  a  separate  cor 
porate  entity  after  the  buyout,  making  Crown  liable  for  al 
Mundet's  misdeeds. 

Crown  is  desperately  trying  to  avoid  fding  for  bank 
ruptcy,  the  fate  that  has  befallen  six  asbestos-related  compa 
nies  since  last  October.  But  with  fewer  deep  pockets  around 
Crown  is  a  bigger  target  for  plaintiff  lawyers. 

At  the  same  time  Crown  has  suffered  an  uptick  in  as 
bestos-related  claims,  its  packaging  business  deteriorated 
and  that  helps  explain  a  collapse  in  its  stock  price  from  $3< 
two  years  ago  to  a  recent  $4.  The  April  downgrade  b 
Moody's  of  Crown  debt  from  B2  to  Caa3  was  in  part  becaus- 
of  future  asbestos  claims.  Pretty  harsh  punishment  for  ; 
three- month  dalliance. 


Your  Tax  Money 
At  Work 

LABOR  Basic  economics:  If  you 
subsidize  something— such  as  federal 
union  activity— you  get  more  of  it. 

BY  IRA  CARNAHAN 

AT  THE  INTERNAL  REVENUE  SER- 
vice  the  staff  is  down  15%  since 
1995  and  audits  are  off  70%. 
But  by  one  measure  the  IRS  is  a  beehive 
of  activity:  the  amount  of  government- 
paid  time  employees  spend  on  union 
business. 

Last  year  IRS  employees  spent  the 
equivalent  of  370  work-years  on  union 
work,  up  62%  from  1990.  That  includes 
135  examiners,  revenue  officers  and 
other  IRS  employees  who  did  nothing 
but  union  work,  as  well  as  more  than 
2,000  who  spent  part  of  their  time  on 
union  matters,  including  negotiating 
with  management,  filing  worker  griev- 
ances, giving  union  "orientations"  to 
new  employees  and  even  lobbying 
Congress  for  higher  pay.  In  govern- 
mentspeak,  this  time  spent  doing 
something  other  than  government 
business  is  called  "official  time." 

"Taxpayers  wait  hours  to  get 
through  to  the  IRS  on  a  phone  call  and 
then  get  the  wrong  answer.  Yet  those 
same  taxpayers  have  to  pay  for  hun- 
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dreds  of  IRS  employees  to  come  lobby 
Congress  for  a  pay  raise,"  complains 
Senate  Finance  Committee  Chairman 
Charles  Grassley  (R-Iowa). 

Yet  to  hear  IRS  and  union  officials 
tell  it,  the  agency  would  be  doing  an 
even  worse  job  without  so  much  official 
time.  They  claim  it  improves  labor- 
management  relations,  increasing  effi- 
ciency. "There's  a  good  return  on  this 
investment,"  says  IRS  Assistant  Deputy 
Commissioner  David  Mader. 

Maybe.  But  in  recent  years  the  num- 
ber of  IRS  worker  grievances  has  been 
highest  in  years  with  the  most  official 
time.  And  in  a  1998  analysis  the  IRS  it- 
self observed  that  union  officials'  fre- 
quent absences  create  scheduling 


headaches  for  managers  and  resentmen 
from  workers  who  must  cover  for  therr 

The  IRS  isn't  alone.  Throughout  th 
federal  government,  thousands 
union  reps  do  union  work  on  the  tax 
payers'  nickel.  Federal  unions  hav 
thwarted  the  regular  tracking  and  pub 
lication  of  data  on  official  time,  but  ] 
appears  to  have  grown  in  recent  year; 
"Organized  labor  worked  closely  wit 
the  Clinton  Administration,  and  one  c 
the  clear  payoffs  was  a  great  increase  i: 
official  time,"  says  Kenneth  Weinstei: 
of  the  conservative  Hudson  Institute 

A  1998  U.S.  Office  of  Personnt 
Management  survey  covering  most  fed 
eral  agencies  produced  some  eye-open 
ing  numbers.  In  all,  those  agencies  an 
nually  devoted  more  than  4.3  millio 
hours,  or  almost  2,400  work-years,  t 
union  work.  At  the  Department  c 
Transportation,  3.4%  of  union-repre 
sented  employees  spent  at  least  ha 
their  workday  on  union  matters. 

How  does  this  compare  with  the  pr: 
vate  sector?  About  half  of  unionize 
companies  allow  reps  limited  time  o 
for  union  tasks,  such  as  representing  dii 
ciplined  workers.  Rarely,  however,  doe 
a  union  get  to  negotiate  on  company 
paid  time.  Anyway,  only  10%  of  privat 
workers  are  represented  by  unions  thes 
days,  down  from  more  than  30%  i 
1964.  By  contrast,  58%  of  federal  err 
ployees  are  now  covered  by  union  cor 
tracts,  up  from  6%  in  1964. 


The  fastest 
fast-growth  companies 
rely  on  Autonomy. 

should 
find  out  why.  Fast. 


Automotive, Telecoms,  Construction  and  Equities 
are  among  the  fastest  growing  business  sectors  in  the 
US  according  to  Fortune  Magazine. 

And  the  leading  companies  in  each  of  these 
sectors  (GM,  Ericsson,  Halliburton  and  Deutsche 
Bank  respectively)  have  something  else  in  common. 

Autonomy  software  is  playing  a  key  part  in  their 
success,  and  it's  not  hard  to  see  why. 

Autonomy  software  enables  businesses  to 
automatically  categorize,  hyperlink,  deliver  and 
personalize  vast  quantities  of  unstructured  data. 

In  other  words  it  provides  an  infrastructure  for 
automating  business  operations  in  areas  that,  until 
now,  have  been  totally  dependent  on  human  labor. 


As  a  result,  it  is  also  providing  huge  competitive 
advantages  to  hundreds  of  businesses  throughout 
the  world. 

What's  more,  these  businesses  are  already  leaders 
in  their  field  or  are  well  on  the  way  to  becoming 
tomorrow's  leaders.  Autonomy  is  fundamental  to 
the  kind  of  success  they  are  already  enjoying. 

More  significantly  many  companies  believe  that 
future  success,  for  them  or  any  one  else,  will  depend 
on  Autonomy  software. 

So  the  message  is  clear  If  you  don't  already  have 
it,  go  get  it  Fast 

Call  us  toll  free  at  l-877-MYAUTONOMY  or  visit  our 
^  &  ^     website  at  www.autonomy.com 


Autonomy 

Read  between  the  lines.  *^ 


'if 
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Taking  Liberties 


BY  MARK  LACTER 

jOHN  MALONE  CRAFTED  HIS  LIBERTY  MEDIA  GROUP  BY 
buying  a  bit  of  most  everything,  ending  up  with  shares  in 
giants  Uke  News  Corp.  and  AOL  Time  Warner,  cable 
channels  such  as  Discovery  and  pipsqueaks  like 
MacNeil/Lehrer  Productions.  Mostly  he  keeps  the  stakes  well 
below  50%,  letting  him  reap  the  benefits  of  ownership  without 
the  hassles  of  running  a  company. 

But  as  Malone  prepares  to  split  off 
Liberty  from  AT&T  next  month,  that  very 
structure  threatens  to  topple  his  control 
of  the  company.  Regulators  must  decide:  Is 
Liberty  a  real  operating  company,  as  Mal- 
one insists — or  is  it  a  mutual  fund? 

It's  a  seemingly  innocuous  question, 
but  if  they  chose  the  latter,  the  company 
would  fall  under  the  Investment  Com- 
pany Act  of  1940.  For  Malone,  the  effects 
could  be  catastrophic.  Liberty  would  have 
to  ditch  the  supervoting  stock  structure  that  gives  him  ab- 
solute control.  Malone  could  also  find  it  hard  to  hold  board 
seats  in  the  companies  he  partly  owns,  which  is  a  big  deal  if,  as 
expected,  he  winds  up  as  a  News  Corp.  director.  He's  now  on 
the  UnitedGlobalCom  and  Cendant  boards. 

Even  worse,  Liberty's  new  status  as  an  investment  fund 
would  crimp  Malone's  fi-eewheeUng  style.  He  would  undergo 
far  more  regulatory  scrutiny,  and  it  would  be  far  messier  for 
him  to  practice  his  financial  alchemy.  "No  holding  company 
wants  to  be  subject  to  the  Investment  Company  Act,"  stresses 
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Much  of  the  total  value  of  Liberty 

depends  on  stakes  in  a  few  media  giants. 

Shares  held 

Market  value 

Company 

(mil) 

($bil) 

AOL  Time  Warner 

171.2 

$8.7 

News  Corp 

199.6 

6.5 

Sprint  PCS 

192.0 

4.6 

USANetworics 

153.4 

4.1 

Telewest 

74.4 

1.2 

Source:  Liberty  Media. 

Thomas  Lemke,  a  former  SEC  attorn^ 
with  Morgan,  Lewis  &  Bockius. 

Liberty's  most  recent  prospectt 
warns  that  if  the  company  is  labeled  a 
investment  arm  and  thereby  deemed  t 
be  in  violation  of  the  antiquated  regul; 
tions,  all  of  its  contracts  could  be  voide( 
and  any  deals  it  struck  when  it  was  breat 
ing  the  rules  could  be  rescinded. 

Liberty  disclosed  in  March  that 
runs  "the  risk"  of  "inadvertendy  becom 
ing  an  investment  company."  It  coul 
apply  for  a  waiver  from  the  rules,  but 
spokesman  won't  comment  on  whethe 
it  will  do  so.  Nor  is  it  at  all  clear  th 
company  would  prevail — because  Lib 
erty,  in  fact,  is  pretty  much  a  portfolio  t 
passive  investments. 

It  has  $2  billion  in  cash,  more  tha 
$43  billion  in  stock  market  value  an 
ownership  stakes  in  50  companie 
worth  $65  billion.  Yet  the  entire  payro 
amounts  to  fewer  than  40  people.  Its  ac 
tual  reported  revenue  is  only  $1.5  bil 
lion.  For  regulators  to  decide  that  Lib 
erty  is  more  than  a  mere  passiv 
portfolio  would  require  generosity — and  John  Malone  ha 
rarely  received  anything  like  that  fi-om  regulators  anywhere 
Under  the  Investment  Act,  imposed  six  decades  ago  whe 
the  Feds  fretted  that  investment  companies  had  undue  influ 
ence  over  the  businesses  they  backed,  a  company  falls  unde 
the  restrictions  if  its  minority  stakes  represent  40%  or  more  c 
total  assets,  excluding  cash  and  government  securities. 

For  now.  Liberty  appears  to  be  over  thfl 
40%  mark,  although  its  filing  says  onl 
that  a  "significant  portion"  of  Liberty' 
$65  billion  investments  consists  of  mi 
nority  stakes.  Its  portfoUo  of  companie 
includes  17  that  are  public,  with  Liberty' 
share  of  their  market  value  at  $29  billior 
And  most  of  Liberty's  investments  cove 
minority  positions  that  do  not  require  ai 
active  role — a  passive  investment  tha 
would  fall  into  the  40%  bucket. 

Still,  Malone  may  yet  find  a  wa 
around  the  problem.  Liberty  has  been  his  muse  for  mor 
than  a  decade — at  TCI  he  formed  it,  spun  it  off,  bought  i 
back,  spun  it  off  a  second  time  and  is  taking  it  back  again 
and  he  isn't  about  to  give  up  control  without  a  fight.  Wit 
many  of  his  stocks  in  trouble,  such  as  Priceline  and  ICC 
Communications,  Malone  may  be  able  to  fly  under  the  409' 
mark — but  then,  what  happens  if  the  companies  rebound 
In  the  meantime,  his  shareholders  can  only  hope  that  MaloU' 
is  as  good  at  manipulating  the  SEC  as  he  is  at  engineering  hi 
investments. 
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You  can  boost  earnings  with  acquisitions  or  you  can  do  it  by  looking  at  the 
nuts  and  bolts  of  factory  management.  It's  nuts-and-bolts  time  at  Textron. 
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)Y  BRETT  NELSON 

UNNING  THE  LDR  FAS- 
tener  factory — one  of 
seven  Textron  sites  in 
Rockford,  111. — has  just 
gotten  a  lot  tougher  for 
plant  manager  Andrew 
Moschea.  Each  day  23 
machines  called  "cold- 
"leaders"  pound  out  up  to  1.5  million 
:ustom  metal  adaptors  to  piece  together 
everything  from  truck  engines  to  com- 
)uter  hard  drives.  Soon  Moschea  will 
lave  to  do  all  that  in  barely  half  the 
00,000-square-foot  space.  Since  Janu- 
iry  he  retired  20%  of  the  headers  at  LDR 
which  stands  for  Large-Diameter  Ray- 
arl),  some  dating  to  the  1920s,  and  will 
eshuffle  140  other  machine  tools  to 
nake  room  for  equipment  from  a  larger 
)lant  down  the  block.  The  consolidation 
s  a  small  part  of  a  $200  million  compa- 
lywide  restructuring  mandated  last  fall 
)y  Lewis  B.  Campbell,  Textron's  zealous 
:hief  executive,  to  wring  out  greater  effi- 
iencies  from  old  businesses. 

The  Providence,  R.I.-based  con- 
glomerate is  suffering  from  self-inflicted 
ndigestion.  Fueled  by  59  acquisitions, 
ales  climbed  47%  from  1997,  to  $13  bil- 
ion  last  year.  Profits  before  interest,  taxes 
ind  special  charges  rose  54%,  to  $1 .4  bQ- 
ion.  But  as  its  global  roster  ballooned  to 
n,000,  Textron's  asset  and  cost  controls 
vaned.  Wall  Street  scoffed  at  a  12%  re- 
urn  on  capital,  while  peers  like  Tyco, 
Jnited  Technologies,  ITT,  Honeywell  and 
Dover  averaged  1 5%.  After  hitting  $97  in 
;vlay  1999,  Textron  shares  were  a  recent 
13  times  earnings  (before  charges), 
"ampbell  is  fed  up:  "We  are  going  to 
ransform  this  company." 

No  small  effort  when  you  run  so 
jnany  disparate  businesses.  First  assem- 
bled in  1952  by  Royal  Litde,  the  original 
l;onglomerator,  Textron  snatched  com- 
panies with  strong  earnings  in  unrelated 
ndustries.  Besides  fasteners,  which  ac- 
;ount  for  16%  of  sales,  Textron  has  four 
ither  divisions:  aircraft  (Cessna  jets  and 
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Bell  helicopters);  industrial  products 
(from  golf  carts  to  telescoping  booms); 
automotive  components;  and  finance. 
But  Campbell — who  spent  24  years  at 
General  Motors,  rising  to  general  man- 
ager of  GMC  Truck  before  joining  Tex- 
tron as  chief  operating  officer  in  1992 — 
has  been  a  crusader  for  cooperation 
among  the  units  since  the  mid-1990s. 
The  typical  response  from  executives: 
Why  would  we  want  to  work  together? 

Campbell,  55,  wants  to  reform  every 
division  (see  box,  p.  70),  but  he's  counting 
on  fasteners — a  mini-Textron  in  its  own 
right,  with  86  plants  and  13,500  employ- 
ees in  19  countries — to  set  the  pace. 
"They  have  to  solve  problems  within 

Retired:  This  30-year-old  cold  press  will 
make  way  for  a  500-ton  Formax  header  (left). 


their  ovm  segment,"  he  says.  "It  they  can 
prove  it,  we  can  learn  from  them." 

Textron  entered  the  fastener  business 
in  1955.  It  bought  Rockford-based  Cam- 
Car,  which  made  patented  screws  with 
specially  formed  heads  that  meshed  eas- 
ily with  automated  assembly  tools  at  the 
big  three  and  Harley-Davidson.  In  the 
mid-1990s,  then-industrial  products 


chief  Herbert  Henkel  began  rolling  up 
the  industry.  (Textron  has  bought  17  fas- 
tener shops  since  1995.)  Sales  have  shot 
to  $2. 1  billion;  profits  before  interest, 
taxes  and  special  charges  rose  nearly  five- 
fold, to  $182  million,  or  13%  of  Textron. 

But  trouble  lurked  within.  Internal 
sales  growth  had  slowed  to  GDP  rates. 
Since  1997,  return  on  capital  fell  by  nearly 
half  to  6.8%.  Some  of  this  decline  is  re- 
lated to  goodwill  v«-iteofifs,  not  operating 
weakness.  Still,  asks  Dominick  Schiano, 
the  fastener  division's  chief  financial  of- 
ficer, "Were  we  really  getting  the  syner- 
gies from  owning  all  these  companies? 
The  answer  was  a  resounding,  'No.' " 

Henkel  took  a  hands-ofif  approach  to 
newly  acquired  companies,  arranging 
them  into  12  divisions,  each  with  its  own 
profit-and-loss  statement.  Adding  to  the 
confusion,  each  company  kept  its  own 
sales  force — as  well  as  R&D,  purchasing 
and  payroll,  and  separate  IT  systems.  Re- 
sult: Textron  might  caU  on  the  same  cus- 
tomer with  two  different  salesmen — 
even  compete  for  the  same  job.  Worse, 
many  of  the  units  still  acted  Uke  com- 
petitors. If  one  got  an  order  but  had  no 
capacity  to  spare,  it  would  buy  a  new  ma- 
chine rather  than  boost  its  partner's  sales 
and  profits.  "The  old  system  screwed 
both  of  them,"  says  Joachim  Hirsch,  now 
president  of  the  fastener  division. 

In  1999  Campbell  broke  out  fasten- 
ers— until  then  lumped  in  with  indus- 
trial products — into  its  own  financial 
segment.  Hirsch  cut  through  the  tangled 
organizational  chart.  His  team  spent 
three  months  cataloging  every  piece  of 
equipment  to  see  which  plants  were  best 
suited  to  supply  certain  customers. 
Hirsch  used  the  findings  to  combine  12 
divisions  into  3,  and  brought  in  outsiders 
from  Eaton,  OEA  and  Key  Plastics  to  run 
them.  That  eliminated  nine  pesky  P&L 
statements — as  well  as  four  plants  and 
1,470  employees,  about  10%  of  his  work- 
force. Twenty  more  plants  will  be  sold  or 
closed  over  tlie  next  18  months. 

Out,  too,  went  the  compensation 
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Liftoff:  Lewis  Campbell  aims  to  take  Textron  to  new  heights  with  a  massive  reorganization. 


plan,  as  it  eventually  will  across  all  divi- 
sions in  Textron.  Under  the  old  system, 
managers  had  to  hit  financial  targets  to 
earn  bonuses.  They  still  do,  but  nov*^  each 
metric  has  its  ov^n  specific  weighting. 
The  difference:  They'll  be  penalized  for 
increasing  profits  at  the  expense  of  re- 
turn on  capital.  They  also  have  to  meet 
specific  transformation  goals,  such  as 
working  with  other  plants  to  reduce  op- 
erating costs.  Take  purchasing.  The  fas- 
tener division  spends  $400  million  a  year 
on  steel.  Bulk  buying  would  save  mil- 
lions. Last  year  Hirsch  was  using  30  steel 
suppliers;  he  plans  to  reduce  that  to  fewer 
than  a  dozen  by  year's  end.  Campbell 
thinks  he  can  wrest  more  savings  by  let- 
ting the  fastener  division  negotiate  steel 


contracts  for  all  of  Textron. 

Those  were  the  easy  fixes.  Reconsti- 
tuting the  remaining  66  shop  floors 
worldwide  is  a  bigger  challenge.  One 
major  problem:  The  old  fractured  sys- 
tem produced  a  variety  of  ways  to  track 
performance,  and  some  bizarre  results. 
When  measuring  asset  utilization,  for  in- 
stance, one  manager  argued  that  a  ma- 
chine without  an  operator  assigned  to  it 
should  be  left  out  of  the  calculation — 
creating  an  inflated  sense  of  productivity. 

Ali  Fadel,  a  vice  president  of  global 
operations,  has  standardized  seven  key 
metrics  that  track  everything  from  ma- 
terials waste  to  asset  usage.  He  formed  a 
traveling  SWAT  team  to  enforce  the  stan- 
dards within  the  fastener  unit.  At  LDR, 


plant  manager  Moschea  shares  progres 
reports  with  foremen  on  a  conferenc 
call  every  Tuesday.  He  also  posts  monthl 
figures  in  the  work  cells  so  operators  cai 
track — and  tweak — their  performances 

New  machines  help,  too.  A  $4.5  mil 
lion  cold-header  makes  adaptors  to  fas 
ten  drill-bit  holders  to  giant  Sandvil 
mine  drills.  It  delivers  two  500-ton  hori 
zontal  blows  at  each  of  its  six  stations 
spitting  out  80  finished  pieces  a  minute 
That  eliminates  four  extra  operation 
and  lowered  LDR's  costs  enough  to  swip^ 
the  job  fi-om  Sandvik's  German  supplier 

It's  only  one  plant.  But  since  last  Jun< 
LDR's  productivity,  in  parts  per  labo 
hour,  is  up  47%.  Those  gains  in  efficienq 
allowed  the  plant  in  the  last  year  to  pos 
an  8%  increase  in  return  on  capital,  ever 
though  sales  were  down  12%. 

The  next,  and  more  critical,  step:  sell 
ing  services.  Hirsch  is  close  to  inking  i 
deal  with  a  U.S. -based  semiconductor 
equipment  manufacturer  to  manage  the 
fastener  inventory  for  its  entire  North 
American  operation.  Textron  ahead) 
sells  the  firm  $1.5  million  in  fasteners 
but  that's  a  rounding  error  comparec 
with  the  $70  million  that  may  come  frorr 
managing  inventory,  a  less-capital-inten- 
sive business.  Once  inside  the  suppl> 
chain,  Textron  hopes  to  cut  costs  for  the 
customer  by  specifying  designs  usin^ 
fewer  kinds  of  fasteners — which,  natu 
rally,  Textron  would  make.  Says  Camp- 
bell: "If  you're  open-minded  enough 
you  can  deliver  much  more  than  you 
thought  you  could."  F 


And  as  for  you  Others... 

The  other  84%  of  Textron  is  hewing  to  Campbell's  vision, 
but  it's  a  work  in  progress.  Key  items:  untangle  70  soft- 
ware platforms;  whittle  $150  million  off  $8  billion  in  pur- 
chased materials;  perhaps  unload  the  automotive  division. 
AIRCRAFT:  Citation  jet  sales,  70%  of  Cessna's  business,  are  up 
57%  in  two  years.  But  growth  is  slowing.  Formed  a  partnership 
with  TAG  Aviation  to  rent  flight  time  to  corporate  clients. 
Slimmed  its  parts  supplier  base  by  86?^^  to  300  since  1999,  re- 
ducing work-in-process  inventory  by  30%.  in  1999  Bell  bought 
Edwards  &  Associates,  a  helicopter  repair  and  customization 
shop  (return  on  capital  in  that  business  is  40%).  Saved  10%  on 
production  costs  by  farming  out  sheet-metal  bending  for  fuse- 
lages, tail  booms  and  other  components. 


FINANCE:  Sold  consumer  lender  Avco  Financial  in  1999  for  $3.9 
billion  to  fund  acquisitions.  Regrouped  22  businesses  to  cut 
costs  and  cross-sell,  adding  $60  million  in  incremental  revenue. 
Trimmed  processing  time  by  half  with  new  hardware. 
INDUSTRIAL  PRODUCTS:  After  19  acquisitions  in  the  last  four 
years,  shuttering  32  plants  and  sales  offices,  out  of  257  glob- 
ally, by  year-end.  Consolidated  E-Z-GO  golf  carts  with  lawn  mow- 
ers; defense  systems  with  land-and-marine  unit.  Will  buy  com- 
modity items— tires,  batteries,  freight— for  all  Textron.  Portfolio 
shifts  are  certain.  Bought  Tempo  Research,  maker  of  telecom- 
munications testing  equipment,  a  $6  billion  market,  in  January. 
AUTOMOTIVE:  Boosted  return  on  capital  50%  since  1998  in  part 
by  designing  and  assembling  whole  car  cockpits.  Plans  to  license 
its  IntelliMold  technology— sensors  that  adjust  the  molds  in  plas- 
tic-injection machines  in  real  time.  Fasteners  unit  will  use  it  to 
make  cell-phone  parts  for  Nokia  and  Motorola.  —B.N. 
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'e  know  you  never  want  to  nniss 
n  important  meeting. 


guaranteed  seat. 


really  important  meetings  are  often  the  ones  you  have  with 
ily  or  friends.  And  so  you  don't  miss  them,  the  SkyTeam 
nee  offers  its  Elite  Plus  passengers  a  guaranteed  seat*  on  any 
I  haul  flight,  even  when  it's  full.  You  only  have  to  reserve  24hrs 
Jvance  in  economy  class,  with  a  full-fare  ticket,  skyteam.coin 
jal  location  of  guaranteed  seat  may  not  be  available  until  airport  gate  check-in. 


Caring  more  about  you~ 
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Greek 
Tragedy 

Nicholas  Pontikes 
oversaw  the  swift 
demise  of  his  dad's 
30-year-old  computer 
leasing  firm.  Here's 
Comdisco's  sad  tale. 


BY  JOANNE  GORDON 

KENNETH  PONTIKES  MUST  BE 
cringing  in  his  grave.  Seven  years 
after  the  founder  of  Rosemont, 
Ill.-based  Comdisco  died  of  colon  can- 
cer, his  once  high-flying  computer  leas- 
ing company  is  now  so  crippled  that  it 
will  likely  be  wholly  or  partially  sold 
off  About  $1  billion  of  the  company's 
$3.5  billion  publicly  held  debt,  now 
rated  as  junk,  is  due  by  fiscal  year- end 
in  September,  according  to  debt-rating 
service  Fitch. 

Comdisco  will  be  hard-pressed  to 
repay  the  loans,  as  it  had  only  $468  mil- 
lion of  cash  on  hand  as  of  Mar.  3 1  and 
generated  only  $650  million  in  cash 
after  capital  expenditures  over  the  pre- 
ceding six  months.  The  company  just 
laid  off  250  people,  or  8%  of  its  staff. 


utive  in  January  1999.  Pontikes  re- 
signed last  December,  but  still  sits  on 
the  board.  In  his  last  year  as  chief 
Comdisco  lost  $67  million  on  revenue 
of  $3.9  billion,  down  7%  from  the  pre- 
vious year,  thanks  to  losses  from  a  failed 
business  unit. 

Comdisco's  swift  fall  from  grace 
is  the  result  of  unchecked  decisions 
by  Pontikes.  Perhaps  fueled  by  a  need 
to  outdo  his  father's  success,  he  set 
about  transforming  a  fairly  conserva- 
tive computer  leasing  firm  into  a  bold 
Internet  player  and  provider  of  high- 
speed Internet  access  through  digital 
subscriber  line  technology.  The  ideas 
seemed  swell  at  the  time,  but  Pon- 
tikes' timing  was  awful,  coming  right 
before  both  the  Web  and  the  DSL  in- 


later  his  father  died,  but  not  before  ex- 
pressing a  wish  that  Nick  get  the  top 
job  when  he  was  ready.  The  board, 
dominated  by  Ken's  old  pals,  installed 
Comdisco  veteran  John  F.  Slevin  as 
chief  executive  and  chairman  in  the 
meantime. 

Nick  Pontikes  built  a  respectable  re- 
sume while  waiting  in  the  wings.  As  ex- 
ecutive vice  president  he  oversaw  four 
divisions  and  helped  increase  disaster- 
recovery  services — which  protect  com- 
panies from  severe  computer  crashes — 
from  10%  of  Comdisco's  earnings  in 
1993  to  33%  by  1997.  Slevin  retired  and 
eventually  Nick  Pontikes  became  chiei 
at  the  age  of  33. 

Following  Ken  Pontikes — whose 
memory  still  brings  mournful  sighs  tolusir 


New  Chief  Executive  Norman  Blake:  Hired  to  sell  the  pieces? 
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"He  listened  to  the  buzz  and  packaged 
Jheiiompanytofitthe  buzz."  


suspended  its  dividend  indefinitely  and 
hired  McKinsey  &  Co.  and  Goldman 
Sachs  to  decide  its  fate. 

Shares  trade  at  $2.40,  down  96% 
from  their  high  in  early  2000.  The  Pon- 
tikes family  has  seen  the  value  of  its 
various  Comdisco  trusts  fall  from  $2.2 
billion  to  $96  million.  Condign  punish- 
ment: The  demise  was  mostly  the  fault 
of  Pontikes'  36-year-old  son,  Nicholas, 
whom  the  board  installed  as  chief  exec- 


dustry  collapsed. 

Pontikes  (who  would  not  com- 
ment for  this  story)  fit  in  well  at 
the  jock-laden  Comdisco.  A  varsity 
football  and  tennis  player  in  high 
school,  he  dropped  out  of  the  Univer- 
sity of  Illinois  his  junior  year  to  join 
Drexel  Burnham  Lambert.  After  a 
stint  at  buyout  firm  Blackstone  Group 
and  a  failed  startup  of  his  own,  he 
joined  Comdisco  in  1992.  Two  years 


former  colleagues — could  not  have 
been  easy.  Nick,  called  "the  prince"  be- 
hind his  back,  couldn't  emulate  his  fa- 
ther's leadership  style.  If  Ken  Pontikes 
relished  debate,  his  son  surrounded 
himself  with  yes-men.  Ken  fostered  loy- 
alty, whereas  Nick's  arrogance  bred  in- 
security and  resentment.  Ken  managed 
expenses  as  if  they  were  coming  out  ol 
his  personal  checkbook;  Nick  was  a 
spendthrift  in  chasing  growth. 

"Nick  was  strictly  an  investment|)fie[ 
banker.  As  head  of  Comdisco  he  plied 
his  trade,  listening  carefully  to  the 
buzz  and  packaging  his  company  to  fit 
that  buzz,"  says  James  Schrager,  pro 


Jem 
;atly 


J  01 
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Comdisco  Inferno  

Was  leasing  not  sexy  enough  for  Nick 
!  Pontikes?  Comdisco  invested  $2  billion 
i  in  tech  firms  since  1999.  The  portfolio 
;  gains  were  great— while  they  lasted. 


r, 
J: 


Comdisco  Ventures' 

$845 

public  lioidings 

n 

(shown  at  fiscal  year 

ending  Sept.  30) 

$194 

'98  99 

■00  TT* 

'As  of  Mar.  31. 

Source:  company  reports. 

;ssor  of  entrepreneurship  at  the  Uni- 
eiersity  of  Chicago  Graduate  School  of 
oJusiness. 

It  must  be  conceded  that  Nick  Pon- 
ikes  inherited  a  company  in  the 
rocess  of  a  makeover.  Comdisco's  core 
jasing  business  had  become  irrelevant 
s  computer  prices  fell  and  as  corporate 
ata  processing  centers  were  displaced 
y  networks  of  PCs  and  workstations, 
levin  had  begun  the  process  of  mov- 
ig  the  company  into  more  diverse  ser- 
ices  such  as  asset  management  and 
etwork  consulting.  Under  Nick  Pon- 
kes  the  changes  accelerated. 

Just  three  months  into  his  new  role 
e  boldly  declared  Comdisco's  over- 
aul  into  a  higher-margin  service  firm, 
[e  sold  the  mainframe  leasing  portfo- 

0  to  IBM  Credit  Corp.  for  $485  million 

1  May  1999.  He  shocked  the  sales  force 
y  exhorting  them  to  "fire"  their  leas- 

ffig  customers  and  push  into  a  mish- 

nash  of  tech  services  including  an  elec- 
•onic  marketplace,  data  storage  and 
<Jeh  hosting. 

What  most  excited  the  ex-invest- 
lent  banker  was  Comdisco  Ventures, 
his  unit  financed  computer  leases  to 

iirly-stage  companies  in  exchange  for 
quity.  Since  its  start  in  1987,  it  had 
ever  invested  more  than  $200  million 
1  one  year.  But  in  1999  Pontikes 
irned  it  into  a  venture  capital  firm, 

iften  forgoing  equipment  deals  en- 
rely.  It  invested  $580  million,  up 
lore  than  threefold  from  1998,  nearly 
oubling  again  to  $1.2  billion  in  2000 
uying  pieces  of  firms  such  as  Web- 


van,  Living.com,  Etoys  and  Askjeeves. 

For  a  while  selling  equity  stakes  in 
portfolio  winners  boosted  Comdisco's 
earnings.  Last  year  $246  million,  or 
62%  of  pretax  earnings,  came  from 
nonrecurring  gains  from  stock  sales. 
Comdisco's  stock  soared  and  there 
were  plans  of  floating  a  Ventures 
tracking  stock. 

But  then  the  tech  bubble  popped. 
The  carrying  value  of  Comdisco  Ven- 
tures' holdings  fell  ft-om  $845  million 
last  September  to  $26  million  in  March. 
Reserves  for  credit  losses  from  lease 
deals  to  fledgling  customers  went  ft"om 
$46  million  for  the  first  half  of  2000  to 
$244  million  in  2001. 

A  similar  fate  befell  Pontikes'  other 
baby,  a  DSL  subsidiary  called  Prism 
Communications  Systems.  Comdisco 
bought  Prism  in  March  1999  for  $53 
million  and  poured  $478  million  to 
expand  Prism  into  32  markets.  But 
Prism  ran  into  the  same  obstacles 
faced  by  other  DSL  players:  balky  tech- 
nology, exorbitant  customer  acquisi- 
tion costs  and  slow-footedness  by  re- 
gional Bells  to  hook  up  the  service. 
Twenty  months  after  Comdisco 
bought  Prism,  it  shut  off  the  spigot 
and  Prism  folded. 

When  the  board  accepted  Nick 
Pontikes'  resignation  in  December,  he 
publicly  admitted  that  Comdisco 
needed  a  more  experienced  leader. 
Three  months  later  Norman  Blake,  59, 
took  over.  He  had  led  turnarounds  at 
USF&G  and  Promus  Hotels,  and  hun- 
kered down  to  assess  Comdisco's  as- 
sets. Blake,  who  would  not  comment 
for  this  story,  has  stated  he  does  not 
intend  to  sell  Comdisco,  but  some- 
thing must  go  to  pay  down  the  loom- 
ing debt. 

There  is  talk  that  GE  and  IBM  are 
putting  in  bids  for  all  or  part  of  the 
company.  Among  the  prime  assets  are 
its  equipment  leasing  portfolios  and  a 
massive  data  network  supporting  its 
disaster  recovery  business. 

The  adage  "shirtsleeves  to  shirt- 
sleeves in  three  generations"  used  to  de- 
scribe the  rise  and  fall  of  family  for- 
tunes. In  the  Internet  age,  two 
generations  is  enough.  F 

FORBES"  June  1 1,  2001  73 


;  Each  individually  numbered  bottle 

t  contains  a  rare  blend  of"  a  select  group 

i  of  our  finest  whiskies.  And  with  everv 

■f  sip,  it  becomes  that  much  rarer. 


Insights  By  Peter  Huber 


Stumbling  on  the  Last  Mile 


IT'S  QUITE  A  CHALLENGE  FOR  ENGINEERS  TO  PUSH  A 
high-speed  Internet  connection  through  a  thin  copper 
phone  Une.  Most  of  the  copper  was  put  in  the  ground 
decades  ago — ^just  enough  of  it  to  carry  low-speed  voice 
calls.  Only  recently  were  coding  schemes  and  affordable 
hardware  developed  to  stuff  a  second,  high-speed  data  chan- 
nel into  the  same  wire — a  service  called  Digital  Subscriber 
Line  (dSL).  But  it  takes  a  lot  of  delicate  adjustment  to  over- 
lay a  torrent  of  data  on  top  of  a  trickle  of  voice  on  a  mile- 
long  strand  of  copper.  The  slightest  misunderstanding  can 
wreck  the  whole  marriage. 

Federal  regulators  have  pitched  in  to  help.  The  1996  Tele- 
com Act  directed  phone  companies  to  "unbundle"  their 
local  networks.  The  idea  was  to  make  it  easier  for  competi- 
tors to  challenge  incumbents  in  the  heart  of  their  traditional 
monopoly — the  voice  market.  Nobody  was  yet  offering 
high-speed  data  services  to  residential  customers;  we  were  all 
still  using  28.8-kilobit-per-second  modems.  But  competitors 
quickly  realized  they'd  rather  provide  the  new  data  services. 
Regulators  had  pushed  the  price  of  the  old  voice  service  well 
below  actual  cost,  while  consumers  were  prepared  to  pay  $30 
to  $50  a  month  for  fast  data  connections. 

Determined  to  grease  every  last  inch  of  the  competitive 
skids,  the  FCC  ordered  phone  com- 
panies to  unbundle  not  just 
the  copper  wire  itself  but 
virtual-data  channels 
within  each  individual 
wire.  That  would  let  a 
competitor  stuff  its  own 
high-bandwidth  data  right 
on  top  of  the  phone  com 
pany's  voice  service.  A  lot  of  local 

traffic  these  days  travels  part  way  on  high-capacity  glass 
fiber,  before  it's  handed  off  to  copper,  so  additional  regula- 
tions were  required  to  address  that  complicating  fact.  Com- 
petitors were  handed  a  further  right  to  place  their  equip- 
ment in  the  phone  company's  own  buildings.  Those 
"collocation"  rules  now  address  floor  space,  rents,  air-con- 
ditioning, fuse  boxes,  asbestos  removal  and  access  to  shared 
bathrooms,  among  other  things. 

Every  "unbundled  element"  required  a  regulated  price. 
The  FCC  developed  a  huge  computer  model  to  concoct  all 
the  necessary  numbers.  Lower  prices  were  bound  to  pro- 
mote more  competition,  the  commission  reasoned,  so  it 
pegged  them  ridiculously  low.  That  devastated  the  few  seri- 


ous competitors  that  were  tr^ 
ing  to  build  new  network 
rather  than  resell  phone  corr 
pany  facilities.  In  May  200< 
almost  four  years  into  th 
game,  a  federal  appellate  coui 
threw  out  the  pricing  schem 
The  matter  is  headed  to  th 
Supreme  Court  this  fall.  Th 
FCC's  rules  won't  survive- 
so  by  this  time  next  year  th 
FCC  will  be  busily  reprc 
gramming  its  computers. 

The  FCC  also  had  to  promulgate  rules  to  determine  ho^ 
orders  for  all  the  different  pieces  would  be  placed  an 
processed,  online,  on  paper  or  by  phone.  Phone  compan 
technicians  had  to  be  enlisted  to  roll  out  all  the  different  "ei 
ements"  for  competitors,  and  service  them  thereafter.  At  on 
point  the  FCC  was  asked  to  order  these  technicians  to  stic 
Velcro  patches  on  their  uniforms,  so  that  at  the  right  mc 
ment  they  could  pretend  they  were  working  for  the  corr 
petitor,  not  the  phone  company  itself 

It  takes  painstaking  technical  coordination  of  a  lot  c 
different  pieces  to  bring 
functional  DSL  connec 
tion  into  being.  Com 
biners  and  splitters  hav 
to  join  voice  and  dat 
in  the  same  wire  at  on 
end  and  take  them  apai 
at  the  other.  Lines  have  t 
be  meticulously  qualifiec 
one  at  a  time,  because  nc 
every  line  is  capable  of  carrying  the  high-speed  traffic.  Stij 
more  coordination  is  required  to  take  care  of  interferenc 
between  lines,  because  the  clamor  from  data  pouring  dow 
one  strand  of  copper  can  interfere  with  traffic  in  adjacer 
strands  that  lead  to  other  homes.  Hardware  and  softwar 
have  to  be  tweaked  at  each  end  of  the  wire,  to  move  th 
data  seamlessly  in  and  out  of  the  PC,  server  or  router. 

Few  customers  want  to  know  any  of  this.  Fewer  still  war 
to  Usten  to  one  technician  blame  another  for  a  service  the 
doesn't  work.  What  customers  want  is  a  seamless  connectio 
that  does  the  job.  They  got  unbundling  regulation  insteac 
The  unbundling  was  intended  to  deUver  perfect  competitiv 
equality,  and  it  did.  In  the  form  of  near-perfect  paralysis. 


TjVv«.|-^^g  ]  Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
^^^!Lhb>^c^  the  Digital  Power  Report.  His  law  firm  frequently  represents  regional  Bell  phone  companies.  Find  past  columns  at  www.forbes.com/huber. 
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FORDABLE  COLOR  COPIERS 


The  Toshiba  FC22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
print  remotely  and  color  scan  on  the  fly.  In  short,  it's  a  whole  lot  of  copier  for  very  little  coin. 
For  more  information  on  our  copiers,  fax  machines  and  printers  visit  copiers.toshiba.com. 


Toshiba  Amenca  Business  Solutions.  Inc.  Electronic  Imaging  Division  All  rigtils  reserved 


TOSHIBA 

Don't  copy.  Lead. 


Burgertory 

Desperate  for  growth, 
Wendy's  is  expanding 
its  Canadian  coffee 
shops  into  the  U.S. 
Can  the  marriage  work? 

BY  MARK  TATGE 

DVERSEAS  EXPANSION  HAS  A  NEW 
meaning  under  Wendy's  Interna- 
tional Cliief  Executive  John  T. 
Schuessler:  Take  a  concept  from  abroad 
and  import  it  to  the  U.S.  Here's  the 
logic.  With  the  number  three  burger 
chain  smarting  from  failed  attempts  to 
sell  its  square  beef  patties  internation- 
ally, Schuessler  has  refocused  his  sights 
on  Canada,  where  the  Dublin,  Ohio- 
based  company  has  2,000  Tim  Hortons, 
a  coffee-and-doughnut  franchise  oper- 
ation he  wants  to  expand  into  the  U.S. 

Wendy's  bought  Tim  Hortons 
(2000  sales:  $1.3  billion)  in  1995,  but 
has  confined  expansion  mostly  to 
Canada  and  cities  near  the  U.S.  border. 
Named  after  the  former  Toronto 
Maple  Leafs  defenseman,  who  is  pop- 
ular with  hockey  fans  in  Canada  but 
largely  unknown  here,  the  chain  made 
a  splash  with  its  coffee,  pastries  and 
two  recent  additions,  soup  and  cold 
sandwiches. 

Such  loyalty  may  explain  why  com- 
parable store  sales  have  been  increasing 
9%  annually,  easily  outstripping  3%  at 
Wendy's  U.S.  stores.  Tim's,  as  it's 
known,  is  the  number  two  fast-food 
chain  north  of  the  border,  right  behind 
McDonald's.  But  in  the  U.S.  there  are 
only  120  units  — in  Buffalo,  Detroit  and 
Columbus,  Ohio.  Plans  call  for  dou- 
bling Tim's  U.S.  stores  over  the  next  five 
years,  including  a  few  3,000-square-foot 
pads  to  be  shared  with  Wendy's. 

Will  it  work?  Wendy's  has  already 


been  thrice  burned  on  the  interna- 
tional front.  Last  year  it  took  an  $18.4 
million  pretax  charge  after  closing  18 
restaurants  in  Argentina,  following  the 
1999  shuttering  of  7  stores  in  London 
and  a  retreat  from  South  Korea  in 
1998.  Overall,  the  company  earned 
$181  million  on  sales  of  $7.7  billion 
from  its  7,772  restaurants.  Wendy's 
isn't  abandoning  the  373  franchised 
outlets  it  has  outside  the  U.S.  and 
Canada — including  Japan,  Venezuela 
and  Mexico — but  it  has  put  the  brakes 
on  opening  any  new  company-owned 
stores  overseas.  "We  have  just  stubbed 
our  toes  again  and  again,"  says 
Wendy's  spokesman  Dennis  Lynch. 

It's  a  pain  repeatedly  inflicted  by 
undercapitalization.  McDonald's  and 
Burger  King  put  up  big  bucks  and  ex- 
pect to  lose  money  for  up  to  a  decade  as 
they  saturate  markets  and  fine-tune 
menus  to  regional  tastes.  (Venezuelans 
like  their  fries  with  mayo;  Chileans 
want  avocado  on  their  burgers.) 
Wendy's  dabbled  without  making  the 
same  long-term  commitments.  "When 
McDonald's  has  800  stores  in  the 
United  Kingdom,  it  is  very  difficult  to 
open  1 5  stores  and  think  you're  going 
to  make  a  lot  of  money,"  says  Janice  L. 
Meyer,  restaurant  analyst  with  Credit 


Suisse  First  Boston. 

The  expansion  in  U.S.-based  Tim 
stores  is  supposed  to  compensate  fc 
the  slow  growth  of  domestic  fast-foo 
sales  that's  hitting  all  of  the  chains.  Th; 
year  overall  revenues  are  expected  t 
rise  only  4%  to  $1 12  billion  before  ad 
justing  for  inflation.  But  whether  th 
expansion  lifts  the  bottom  line  is  an 
other  matter.  Tim's  is  losing  money  i 
the  U.S. — the  company  declines  to  sa 
how  much — thanks  to  the  growin 
number  of  new  stores  here,  whic 
won't  turn  a  profit  until  the  end  of  ne> 
year  at  the  earliest. 

Lift  the  lid  on  this  strategy  and 
seems  to  make  less  and  less  sensf 
Gross  margins  on  coffee  generally  ru 
80%,  compared  with  50%  for  your  av 
erage  hamburger.  So  far,  so  good.  But 
you  sell  coffee  for  $1,  that's  still  onl 
80  cents  in  the  till;  a  $3  hamburge 
pulls  in  $1.50.  Meaning:  You  have  t 
sell  at  least  188  cups  of  coffee  to  eqm 
the  take  from  100  hamburgers.  Addin 
more  items  to  the  lunch  menu  woul 
boost  revenues,  and  presumably  proi 
its,  but  would  also  put  Tim's  in  com 
petition  with  Wendy's  sweet  spot- 
burgers,  fries  and  spicy  chicke 
sandwiches.  All  of  which  suggests  on 
sustained  bellyache.  I 


Wendy's  record  exporting  its  brands  across  borders  isn't 
great:  "We  have  just  stubbed  our  toes  again  and  again.'!_ 
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Now  there's  one 
investment  benchmark 
that  really  matters. 

Yours. 

Introducing  the  Financial  Blueprint'"  from  Prudential 

A  key  to  long-term  investment  success  is  to  stay  focused  on  your  goals. 
Your  goals — and  no  one  else's.  Which  is  why  Prudential  Securities  has  created 
an  innovative  way  to  plan  and  invest  according  to  benchmarks  developed 
based  on  your  own  investment  profile.  So  you  can  invest  with  greater 
discipline  than  ever  before. 


Monitoring 


Make  a  plan.  It  starts  with  a  careful  analysis  of  your 
investment  objectives,  risk  tolerance  and  other  factors. 
You  and  your  Financial  Advisor  will  craft  a  strategy  that 
articulates  when,  where  and  why  you  should  put  your 
money  to  work.  With  our  exclusive  Financial  Blueprint 
service,  benchmark  ranges  of  return  will  be  developed 
to  help  measure  the  performance  of  your  investments. 

Implement  accordingly.  We'll  help  you  execute  your 
investment  strategy  effectively,  by  guiding  you  to  the 
appropriate  investments,  seeking  your  optimal  asset 
allocation  and  assisting  you  in  managing  your  portfolio. 

Monitor  and  adjust.  Here's  where  your  Financial 
Blueprint  can  really  pay  off.  You  and  your  Financial 
Advisor  will  know  precisely  how  your  portfolio  is  per- 
forming— not  against  a  broad-based  index — but  against 
a  benchmark  range  of  returns  based  on  your  individual 
investment  profile.  That  way,  you'll  be  better  able  to 
ac^ust  your  portfolio  as  needed  to  help  you  meet  your 
investment  goals. 

Call  today  for  more  information. 

Find  a  Prudential  Securities  Financial 
Advisor  in  your  area,  and  ask  for 
information  on  our  unique  financial 
planning  services  and  a  free  brochure. 

1-800~THE-ROCK 

ext.  5251 

or  visit  us  at:  prudential.com 


Prudential »  Financial 

Growing  and  Protecting  your  Wealth'" 


©04/01  Securities  products  and  services  are  offered  through  Prudential  Securities,  199  Water  Street,  New  Yoric,  NY  10292,  member  SIPC, 
www.prudentialsecurities.com,  a  Prudential  company  Prudential  Financial  is  a  service  mark  of  Prudential,  Newark,  NJ  and  its  affiliates. 
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I'^m  inviting  you  to 
nvestigate  -  and  invest  in 
-  one  of  tiie  most  dynamic 
economies  in  tiie 
iniestern  world:  Ontario 

/like  Harris,  Premier  of  Ontario 

Independent  sources  confirm  we're  outpacing  tiie  rest  off  Canada  in  attracting 
new  investment,  and  growing  faster  than  any  of  the  G-7  nations.  The  reasons?  •  For  starters,  an 
exceptionally  well-educated  workforce.  60%  have  attended  either  college  or  university  -  and  two 
thirds  of  the  new  jobs  created  in  the  last  10  years  were  in  knowledge  or  technology-based 
industries.  •  Our  costs  are  highly  competitive.  Ontario's  hourly  manufacturing  wages,  adjusted 
for  both  taxes  and  benefits,  are  well  below  the  average  in  the  adjacent  Great  Lakes  States.  •  We're 
strategically  located  in  the  geographic  heart  of  North  America,  with  multiple  road,  rail,  and  airlinks 
to  the  U.S.,  and  120  million  consumers  within  a  day's  drive.  No  wonder  exports  have  doubled  in 
the  last  decade.  •  And  our  government  has  moved  decisively  to  better  the  business  climate.  In 
the  last  5  years,  we've  cut  personal  income  tax  by  more  than  a  third.  And  over  the  next  5  years, 
we're  cutting  our  corporate  tax  rate  in  half.  •  Finally,  and  of  growing  importance  to  progressive 
companies,  is  our  enviable  lifestyle.  Ontario  has  many  great  cities:  FORTUNE®  magazine  ranks 
Toronto  among  the  best  North  American  cities  in  which  to  live  and  work.  •  And  the  U.N.  named 
Canada  the  best  country  in  the  world  for  7  years  running.  Let's  talk  about  our  future  together. 

Ontmiio 

Canada 

The  Future  s  Right  Here 


www.2oiitario.coin 

1  800  819  8701 


WESTERN  INTERCONNECTION 
EASTERN  INTERCONNECTION 
ERCOT  INTERCONNECTION 


The  Rockies  slice  the 
power  grid  into  halves; 
Texas  tends  its  own. 
Bottlenecks  can  result 
when  utilities  get 
greedy  with  wires. 


Grid  Lock 


Our  energy  transport  system  is  balkanized  and  horribly  inefficient. 
Unfortunately,  many  of  the  incumbent  utilities  want  to  keep  it  that  way 


BY  DANIEL  FISHER  AND  LYNN  COOK 

THE  BUSH  ENERGY  PLAN  HITS 
hard  on  increasing  produc- 
tion. That  alone  won't  solve 
the  nation's  power  crunch. 
"Supply  is  not  the  only  issue," 
says  Michelle  Michot  Soss,  director  of 
the  Energy  Institute  at  the  University  of 
Houston.  "The  issue  is  bottlenecks." 

Some  of  these  bottlenecks  are  poUt- 
ical.  A  lot  of  them  are  created  by  in- 
cumbent utilities  that  do  not  welcome 
competition. 

Florida,  for  example,  whose  demand 
for  electricity  is  growing  at  about  3.7%  a 
year,  is  a  net  importer  of  energy.  It  gen- 
erates around  24%  of  its  power  in  aging 
oil-fired  plants  that  should  be  replaced 
with  more  efficient  combined-cycle 
generators.  These  burn  natural  gas  in  a 


turbine  and  use  the  hot  exhaust  gases  to 
create  steam,  which  spins  a  second  tur- 
bine; they  spew  out  less  particulate  and 
consume  about  a  third  less  energy. 

So  why  doesn't  Florida  get  efficient 
power  plants?  First,  the  state  has  only  one 
main  gas  pipeline,  though  others  are 
working  their  way  through  the  regula- 
tory process.  More  vexing  is  a  state  law, 
zealously  defended  by  Florida  utilities, 
that  bans  outside  competitors  from 
building  combined-cycle  plants  larger 
than  75  megawatts — enough  to  juice 
75,000  households — on  the  dubious  the- 
ory that  they  waste  water.  Duke  Energy 
tried  to  challenge  the  law  with  a  500- 
megawatt  plant  in  New  Smyrna  Beach. 
FPL  Corp.  (parent  of  Florida  Power  & 
Light)  fought  the  plant  all  the  way  to  the 
Florida  Supreme  Court  and  won. 


Florida's  screwy  power-plant  law 
just  one  example  of  the  byzantine  regi 
lations  that  stymie  efforts  to  make  tl 
nation's  energy  grid  more  efficient  an 
prices  more  competitive.  From  laws  th; 
protect  utilities  against  more  efficient  r 
vals  to  outdated  state  regulations  th; 
discourage  the  construction  of  tran: 
mission  Lines,  these  choke  points  eitht 
waste  energy  or  make  it  impossible  fc 
energy  to  get  where  it  should  go. 

A  series  of  state  laws  in  the  192(1 
laid  down  the  monopolies  on  gridi 
They  were  codified  in  the  PubUc  Utiliil 
Holding  Company  Act  of  1935,  a  po|l 
ulist  law  that  identified  bigness  will 
badness  in  the  electricity  business:  l\ 
avoid  federal  scrutiny  and  regulatioil 
most  utilities  decided  not  to  operaj 
outside  their  own  state  bovmdaries;  ra" 
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Your  print  ad  hit  him  between  the  ey 

But  why  stop  there? 


Direct  Mail  can  help 
build  the  relationship 
your  print  ad  started. 

Your  print  ad  can  make  a 
powerful  impression  with  a 
large  audience.  Follow  it  with 
the  personal  impression  Direct 
Mail  can  make.  Direct  Mail  lets 
you  talk  to  your  customers,  one- 
on-one.  Itputsyou  on  a  first-name 
basis  with  them.  And  it's  a 
great  way  to  start  a  dialogue. 
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setting  fell  to  the  states.  But  even  as 
wholesale  electricity  markets  have  been 
deregulated,  utilities  can  still  bat  away 
outsiders  by  reserving  their  own  trans- 
mission lines  for  "native  load."  This  al- 
lows them  to  keep  an  open  lane  on  the 
energy  highway,  as  it  were,  to  rush  elec- 
tricity to  certain  customers  when  their 
demand  suddenly  spikes. 

In  such  areas  as  the  Southeast,  the 
owner  of  a  transmission  line  has  a 
pretty  free  hand  in  calculating  what  its 
native  load  is.  So  Southern  Co.,  which 
owns  utilities  in  Georgia  and  four 
neighboring  states,  can  determine  how 
much  power  to  let  into  its  territory. 

Southern  Co.  defends  the  rule,  say- 
ing its  primary  job  is  ensuring  cus- 
tomers get  all  the  power  they  need.  "The 
marketers  would  like  to  schedule  an- 
other 10,000  megawatts  of  power  to  go 
across  our  lines  tomorrow,"  says 
William  Newman,  a  senior  vice  presi- 
dent. "It's  not  going  to  happen.  The  sys- 
tem wasn't  designed  for  it." 

Enron  disagrees.  Utilization  of  its 


natural  gas  pipeline  sys- 
tem increased  50%  in 
the  five  years  after  the 
gas  market  was  deregu- 
lated. Steven  Kean,  head 
of  government  regula- 
tions at  the  Houston- 
based  giant,  thinks  similar  gains  are 
possible  in  electricity  if  companies  like 
Southern  are  forced  to  hand  over  con- 
trol of  the  grid  to  independent  regional 
boards  that  will  determine  how  to  allo- 
cate power  flows  and  where  to  build 
new  lines.  The  utilities  "don't  want  to 
accept  the  economically  pure  solution," 
he  says.  "Once  utilities  have  been  ade- 
quately compensated  for  their  stranded 
costs,  then  it's  time  for  them  to  shut  up, 
sit  in  the  corner  and  let  the  economists 
and  lawyers  work  out  the  details." 

Lawyers  and  economists  making  de- 
cisions for  us?  That  doesn't  sound  like 
deregulation.  But  there  is  a  case  to  be 
made  for  separating  control  of  power 
lines  from  control  of  other  utility  assets. 
Phillip  G.  Harris  is  chief  executive  of 


"Once  utilities  liave  been 
compensated,  it's  time 
f  or  tliem  to  siiut  uj^^ 


PJM  (it  stood  for  Pennsylvania- Jersey  n^** 
Maryland),  a  regional  power  line  orga 
nization.  Since  this  independent  syster 
operator  was  formed  in  April  1997  an 
six  local  utilities  ceded  control  ove 
transmission  lines,  reliability  has  gonlf"! 
up  and  prices  down,  he  says.  Wher 
Southern  Co.  will  only  add  transmissio 
capacity  if  it  has  a  firm  contract  in  banc 
PJM  can  order  lines  to  be  built.  Its  mem 
ber  companies  are  spending  $3 1 1  mil 
lion  over  the  next  three  years  on  ne^ 
lines  to  increase  the  flow  ft-om  power 
rich  to  energy-poor  areas. 

Last  May  temperatures  hit  the  high 
est  levels  since  1930  at  the  same  time  a 
15,000  megawatts  of  PJM's  59,00 
megawatts  were  out  of  service  for  main 
tenance.  As  the  peak  load  rose  to  51 ,00 
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"If  you  could  retain  your 
monopoly  or  compete, 
whicJLWouliLyou  ctaoose?"^ 


Megawatts — 7,000  more  than  was  avail- 
jj.ble  within  PJM — power  streamed  in 
;river  a  dozen  entry  points.  Prices  topped 
II (Ut  at  $432  a  megawatt  hour.  That's 
,f  ibout  four  times  what  you  are  probably 
ir  aying  for  residential  service,  but  it 
tands  in  contrast  to  spikes  in  the  thou- 
ands  of  dollars  in  CaHfornia  and  the 
Midwest  during  similar  crises. 

Unfortunately,  what  works  inside 
JM  doesn't  transfer  to  Los  Angeles, 
ouch  less  to  Manhattan.  Different  rules 
Regarding  electricity  transactions  and  a 
hortage  of  transmission  lines  make  it 
difficult  to  export  electricity  across  the 
J  Hudson  River.  When  Hydro-Quebec 
i[  fied  to  build  a  power  line  across  Long 
inpland  Sound  in  1999,  Connecticut 
ixed  the  idea.  Ostensible  reason:  the 


possibility  of  harm  to 
oyster  beds.  Real  rea- 
son: Folks  in  New 
Haven  asked,  what's  in 
it  for  us — and  didn't  see 
any  clear  benefit  to 
them.  There  is,  unfortu- 
nately, no  mechanism  for  buying  off 
losers  in  these  deals,  such  as  property 
owners  near,  but  not  under,  the  power 
line.  So  they  hire  lawyers  and  talk 
solemnly  about  oysters. 

California's  botdeneck  is  on  Path  15, 
a  500,000-volt  transmission  line  that 
links  the  northern  and  southern  halves 
of  the  state.  Path  15  can't  accommodate 
the  flows  of  power  needed  when  the 
weather  is  cool  in  San  Francisco  and  hot 
in  L.A.  But  the  legal  and  financial  chaos 
in  California,  with  the  state  on  the  verge 
of  taking  over  much  of  the  transmission 
system,  discourages  investors  from 
backing  an  increase  in  capacity^.  "If  we 
put  in  good  rules  on  how  to  operate 
transmission  systems,  you  would  see  in- 
vestment," says  Lawrence  Makovich,  an 


analyst  with  Cambridge  Energy  Re- 
search Associates.  "The  problem  is  right 
now  there  is  no  such  plan." 

Enron  is  trying  to  force  the  Federal 
Energy  Regulatory  Commission  to  take 
charge,  so  far  to  little  avail.  In  a  case 
pending  before  the  U.S.  Supreme 
Court,  Enron  accuses  FERC  of  abdicat- 
ing its  responsibility  to  do  for  interstate 
trading  of  electricity  what  it  did  for 
trading  of  gas. 

But  forcing  FERC  down  that  path 
will  be  difficult.  Natural  gas  producers 
needed  interstate  pipelines  to  get  to  big 
markets  in  the  North,  which  needed  the 
gas.  But  incumbent  (and  politically  con- 
nected) electric  companies  have  no  such 
incentive  to  stimulate  a  national  market 
in  electricity.  "There's  not  a  single  in- 
centive in  the  entire  U.S.  to  relieve  con- 
gestion," states  Jeanine  Hull,  president 
of  Strategic  Energy  Advisors  and  a  for- 
mer power-company  lawyer.  "Ask  your- 
self this  question:  If  you  had  a  chance 
today  to  retain  your  monopoly  or  com- 
pete, which  would  you  choose?"  F 
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America's  Car  Problem 


JBackseat  flriver  By  Jerry  Flint 


THE  AMERICAN  AUTOMOBILE  INDUSTRY  PASSED  AN 
important,  and  discouraging,  milestone  in  April 
with  practically  no  notice.  In  that  month  U.S.  car 
brands  from  General  Motors,  Ford  and  Chrysler 
were  finally  outsold  by  the  foreign  nameplates: 
ibyota,  Honda,  Mercedes,  Hyundai,  Volkswagen,  BMW  and 
the  others. 

The  American  car  brands  ran  up  349,712  sales  in  April, 
or  49.4%  of  the  total  (see  chart).  And  that  number  even  in- 
cludes all  those  models  going  to  the  rent-a-car  companies 
and  the  "A  Plan"  customers  (the  many  thousands  of  buyers 
given  special  discounts  by  manufacturers). 

I  recall  the  night  long  ago  when  Lee  lacocca  predicted 
that  this  day  would  come  and  warned  that  it  would  mean 
the  end  of  the  once-great  American  auto  industry.  Well,  that 
day  has  come. 

Docs  it  matter,  or  is  this  just  a  point  of  national  pride? 
Those  who  argue  it  doesn't  mean  anything  can  note  that 
when  you  add  in  truck  sales,  General  Motors,  Ford  and 
Chrysler  (without  Mercedes)  still  have  62%  of  the  market. 
And  they  can  note  that  those  foreign  nameplates  include  a 
few  owned  by  Ford  and  GM,  like  Volvo,  Jaguar  and  Saab.  Be- 
sides, they  can  say,  most  of  those  foreign  cars,  particularly 
the  Japanese  models,  are  built  here  anyway,  in  Ohio,  Ken- 
tucky, South  Carolina  and  Alabama.  This  is  a  global  econ- 
omy, and  if  some  American  dreams  of  designing  cars,  he  can 
get  a  job  in  Germany  or  Japan.  Fine. 

I  just  don't  happen  to  believe  that.  I  believe  America 
needs  its  industry  and  the  jobs  it  brings.  The  design  and  so- 
phisticated engineering  work,  the  added  value,  are  done  in 
foreign  homelands. 

And  the  machine  tools  to  build  them  usually  come  from 
those  homelands,  too.  If  we  can't  design  a  winning  car,  will 
we  be  able  to  design  a  winning  airplane — or  anything  else? 

The  foreign  companies  deserve  to  win.  They  build  some 
wonderful  cars.  They  spend  their  money  improving  their 
products,  not  trying  to  run  up  the  price  of  their  stocks  just 
long  enough  for  an  option  exercise.  They  believe  an  executive 
should  know  something  about  the  product  and  the  business. 

It  gets  doubly  discouraging  when  you  read  about  some  re- 
cent events.  For  instance,  Chrysler  announced  it  would  stretch 
the  product  cycles  of  some  models  from  five  to  six  years.  So  I 
guess  the  strategy  is:  Make  old  cars  instead  of  new  ones. 

Then  Chrysler  tried  an  ill-conceived  program  to  cut  pay- 
ments to  dealers  for  marketing  costs,  while  increasing  incen- 
tives if  they  hit  certain  sales  goals.  The  dealers,  confused  and 


concerned  they  wouldn't  hil 
the  targets  anyway,  pared  theii 
orders.  It  was  responsible  in 
part  for  Chrysler's  extra-steep 
sales  fall  in  April.  Red-faced, 
the  company  is  revising  the 
program. 

But  depressing  as  all  this  is- 
I  still  believe  in  the  American 
auto  industry.  I  was  around 
when  Chrysler  needed  gov- 
ernment-guaranteed loans  tc 
survive.  But  Lee  lacocca's  team  came  up  with  the  K  Car  and 
then  the  minivan,  and  Chrysler  was  saved. 

Just  a  few  years  ago  Bob  Lutz  and  chief  designer  Tom 
Gale  came  up  with  some  beautiful  vehicles,  ft^om  the  Vipei 
to  that  gorgeous  Dodge  Ram  pickup,  made  billions  of  dol- 
lars and  saved  Chrysler  again. 

I  can  remember  a  half-century  ago  when  a  clean-living 
Mormon  named  George  Romney  took  a  commonsense  kind 
of  car,  called  it  "compact"  and  convinced  Americans  thai 
they  had  old  dinosaurs  in  their  driveways  and  saved  Ameri 
can  Motors. 

And  I  remember  when  Ford  was  down  and  a  great  chiel 
executive,  Philip  Caldwell,  rolled  his  dice  and  built  a  most 
radical  car:  the  Taurus.  And  Ford  was  saved. 

This  industry  isn't  so  difficult.  AH  it  takes  is  a  good  car — 
and  someone  to  sell  it.  P 
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General  Motors,  Ford  and  Chrysler,  outgunned  by  foreign  mak- 
ers, have  seen  their  share  of  the  car  business  drop  steadily 
since  the  1970s.  In  April  foreign  brands  overtook  domestics. 


1975 


1980 


1985 


1990 


1995 


Foreign  or  domestic  reflects  the  nationality  of  the  brand,  not  the  location 
of  the  parent  corporation.  Source:  Ward's  AutolnfoBank. 
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Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
Find  past  columns  at  www.forbes. com/flint. 
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Power-driven  Performance 


1-YEAR 


5-YEAR 


Prudential  Utility  Fund' 

(Class  A)  including  sales  charge 


10-YEAR 


16.16/«  16.91%  13.99% 


Upper  utility  Average"   -5.64%    13.71%  12.31% 

Average  annual  total  returns  as  of  3/31/01 


High  Energy 
Demand  Can 
Mean  Big 
Opportunities... 

The  demand  lor  power 
is  escalating  with  the 
incieased  use  of  computers 
and  electronic  devices,  as 
well  as  for  winter  heating 
and  summer  cooling.  To 
meet  this  demand,  electric 
utilities  are  building  gas- 
fired  power  plants,  boosting 
the  year-round  demand  for 
natural  gas.  As  a  result, 
both  natural  gas  and 
electric  utilities  that  have 
the  capacity  to  generate 
excess  power  will  benefit. 
In  the  U.S.,  the  transition  to 
deregulation  is  presenting 
smart  investment 
opportunities.  Combined 
with  increased  power 
demand  and  a  favorable 
regulatory  environment, 
select  utilities  are 
generating  substantial  cash 
flow  and  strong  earnings. 


Prudential  Utility  Fund 

The  utility  sector  is  generating  excitement  in  today's  investment 
marl^et.  Soaring  demands  for  both  electricity  and  natural  gas  give 
these  industries  increased  importance  in  a  well-formulated 
investment  strategy.  If  you  are  looking  to  diversify  your  portfolio 
with  utilities,  choose  Prudential  Utility  Fund. 


Tlie  potential  for 
strong  growtli. 

The  portfolio 
managers  actively 
administer  the  Fund 
to  take  advantage  of 
not  only  the  current 
opportunities  in 
electric  and  natural 
gas  utilities  but  also 
to  look  for  future 
opportunities  in  the  rapidly 
changing  world  of  global 
infrastructure. 


A  proven  performer.  The  Prudential 
utility  Fund  (Class  A)  has  consistently 
beaten  the  Lipper  Utility  Fund  average 
for  the  past  1-,  5-  and  10-year  periods. 
"   Of  course,  past  performance  is  no 
guarantee  of  future  results. 

Power-up  your  portfolio  with 

the  Prudential  Utility  Fund.  For  more 
information,  including  charges  and 
expenses,  obtain  a  prospectus  by  calling 
today.  Please  read  the  prospectus  care- 
fully before  you  invest  or  send  money 

1-800-THE-ROCK  ext.  5284 
prudential.com 


Prudential  (®  Financial 

Crowing  and  Protecting  Your  Wealth''' 


'Class  A  share  return  assumes  a  5%  front-end  sales  charge.  "Source:  Upper  Analytical  Services,  Inc.  Lipper  average  is  unmanaged  and  based  on  the  overage  return  of  all  funds  in  this  category 
Is  of  3/31/2001,  and  does  not  toke  into  consideration  applicable  sales  charges.  Shares  of  the  Fund  are  distributed  by  Prudential  Investment  Management  Services  LLC  (PIMS),  member  SIPC,  Three  Gotewroy 
enter,  14th  floor,  Newark,  Hi  0/102-4077.  PIMS  is  a  Prudential  company.  The  Fund  offers  four  classes  of  shares  to  our  investors.  Class  A,  B,  C,  and  7  shares  have  o  common  portfolio,  although  their  fees, 
xpenses,  soles  charges,  and  inception  dotes  may  vary.  Becouse  of  these  differences,  returns  to  investors  may  also  vary  Returns  reflect  reinvestment  of  all  distributions.  Prudential  Finoncial  is  a  service  mark  of 
rudenhal,  Newark,  Nl  ond  its  affiliates  Investment  return  ond  principal  value  will  fluctuate  so  that  on  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their 
riginal  cost.  The  Fund  moy  invest  in  foreign  securities,  which  are  subject  to  the  risks  of  currency  fluctuation  and  the  impact  of  social,  politicol,  and  economic  change.  The 
und  is  subject  to  the  risks  ossocioted  with  the  utility  industry.  The  Fund  is  non-diversified,  thereby  increasing  its  vulnerability  to  any  single  economic,  political  or  regulatory 

I  evelopment.  These  risks  may  result  in  greater  share  price  volatility.  There  is  no  assurance  the  Fund's  objective  will  be  achieved.  Because  of  ongoing  market  volatility, 

;  und  performance  moy  be  subject  to  substantial  short-term  changes. 

f  or  the  most  current  performance  information,  please  call  us  at  1-800-225- 1 852,  or  visit  our  website  at  prudential.com/investing. 


Lockdown 

We're  spending  millions 
imprisoning  illegal 
aliens.  Is  it  worth  it? 

BY  BRIGID  MCMENAMIN 

CARLOS  PACHECO  MOVED  TO  THE 
U.S.  from  Portugal  at  age  6.  Now  32, 
he's  an  inmate  at  the  Allenwood,  Pa. 
federal  pen.  Pacheco's  crime?  Taking  a  bus 
from  Canada  to  visit  his  ailing  mother 
back  home  in  New  York  in  1999. 

It's  actually  more  involved  than  that. 
Visiting  mom  was  a  federal  offense  be- 
cause Pacheco  had  been  deported  one 
year  earlier  under  a  1996  law  intended  to 
rid  the  U.S.  of  criminal  aliens.  Didn't  mat- 
ter then  that  Pacheco  was  a  legal  immi- 
grant, or  that  his  crimes,  like  shoplifting 
cigarettes  and  wife  slapping,  drew 
suspended  sentences.  Congress  vasdy  ex- 
panded the  class  of  deportable  offenses  to 
include  almost  anything  that  could  get 
you  a  year.  Pacheco  was  banished  in  1998. 

Simply  returning  to  the  U.S.  to  visit 
one  year  later  made  him  guilty  of  a  fed- 
eral immigration  crime  called  "re-entry 
after  removal."  That  meant  46  months 
in  prison,  under  rigid  sentencing  guide- 
lines. Even  the  judge  called  that  "incred- 
ibly harsh."  Once  his  time  is  served  he'll 
be  deported  again.  Total  cost  to  taxpay- 
ers: an  estimated  $86,000. 

Pacheco  is  just  one  of  nearly  44,000 
non-U.S.  citizens  in  federal  prison,  nearly 
half  of  them  behind  bars  chiefly  for  im- 
migration offenses  like  sneaking  into  the 
U.S.  or  using  fake  visas.  About  as  many 
are  detained  awaiting  possible  deporta- 
tion, or  seeking  asylum.  Mid-1990s 
changes  in  immigration  law  and  policy  \ 
have  quadrupled  both  the  number  of 
noncitizens  formally  removed  from  the 
U.S.  annually,  to  181,572  last  year,  and 
the  number  prosecuted  for  immigration 
crimes,  to  12,105  last  year. 

Immigration  cases  that  reach  court 
are  20%  of  the  federal  criminal  case- 
load, up  from  less  than  6%  in  1994.  In 
border  states  they  are  45%,  forcing  , 
judges  to  devote  days  to  sentencing 


aliens  instead  of  hearing  disputes 
among  Americans.  In  1999  the 
feds  built  a  $64  million  court- 
house in  Tucson  just  to  process 
these  newly  minted  criminals. 

Deporting  or  prosecuting 
and  jailing  the  Carlos  Pachecos 
costs  taxpayers  at  least  $1  billion 
a  year.  Outrageous?  Not  to  the 
people  who  enforce  these  laws  and  the 
U.S.  citizens  who  demanded  them. 

The  Immigration  &  Naturalization 
Service  says  it  has  to  lock  up  many  aliens 
because  it's  the  only  way  to  make  sure 
they  won't  vanish,  as  they  often  did  be- 
fore. After  aO,  why  willingly  show  up  for 
a  deportation  hearing?  "judges  were  left 
twiddling  their  thumbs,"  recalls  James 
Dorcy,  a  retired  INS  agent  in  San  Diego. 

Some  of  those  released  committed 
horrible  acts,  like  the  1993  bombing  of 


"They're  not  committing 
crime  while  in  custody." 


the  World  Trade  Center.  Their  notorieC 
helped  inspire  the  1996  law  requiring  th 
INS  to  detain  anyone  who  qualifies  as  ai 
"aggravated  felon,"  a  term  so  broadly  de 
fined  that  it  includes  cigarette  thieves.  L 
With  the  crackdown  came  injustice 
There  are  cases  of  asylum-seekers  Ian 
guishing  in  detention  for  years,  and  evei 
legal  aliens  being  shackled  and  jailed  fo 
long-ago  crimes — like  a  Georgia  womai 
who  narrowly  escaped  banishment  fo 
having  had  a  catfight  with  a  love  riva 
back  in  the  1970s.  Officials  can  exercis 
discretion  but  don't  always.  They  admi 
that  nearly  half  of  such  deportations  ar 
founded  on  arguably  victimless  crimes 
like  drug  offenses  (41%,  typically  smal 
amounts  of  cocaine).  Violence,  includ 
ing  drunken  driving,  accounts  for  onl; 
about  25%;  property  crimes,  an  addi 
tional  7%.  The  INS  claims  that  90%  o 
those  removed  for  com 
mitting  crimes  were  henl 
illegally  anyway,  though  il 
doesn't  publish  that  statis  I 
tic.  Nobody  really  know  ! 
how  many  legal  resident  ! 
face    deportation    fo  I 
minor  crimes.  I 
Most  such  brusheJ 
with  the  law  would  resul  j 
in  criminal  suspects  gettind 
out  on  bail.  Not  in  immi- 
gration courts.  The  INS  con- 
tends that  it  must  hold  an)\ 
alien  who  qualifies.  And  i 
he's  found  inadmissible  a 
the  border,  say,  while  re- 
turning from  vacatior 
abroad,  he  can  be  turnec 
away  without  even  a  hear- 
ing. The  INS  did  that  tc 
85,000  people  last  year,  sev- 
eral thousand  of  whorr 
were  legal  when  they  left.  | 
Then  there  are  people 
who  dare  to  return  after  de- 
portation, like  Pacheco,  or  com-^ 
mit  other  immigration  crimes, 
like  smuggling  in  other  aliens. 
Their  terms  average  28  months, 
and  many  get  4  years  or  more. 
Well-justified  even  if  expensive, 
say  prosecutors:  Immigration 
criminals  tend  to  have  far  worse 
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A  lot  of  guys  have  occasiona 
itEction  problems 


VIAGRA  Has  shown  improvement  inferectile 
function  in  4  out  of  5  men  comparedwith 
1  out  of  4  for  sugar  tablets 


More  than  17  miUion  prescriptions 
written  in  the  United  States* 

Effective  and  well  tolerated  in  a  variety 
of  patients 

—  More  than  6  million  men  in  the  US 
have  been  prescribed  VI AGRA 
(1  million  were  also  taking  blood 
pressure-lowering  medication) 
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n 


PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

(sildenafil  citrate) ufcUi 

This  summary  contains  important  information  about 
VIAGRA".  II  is  not  meant  In  lake  Itie  place  of  your  doclor's 
instructions.  Read  this  inlormalion  carelully  before  you  start  taking 
VIAGRA,  Ask  your  doctor  or  pharmacist  il  you  do  not  understand 
any  ol  this  information  or  il  you  want  to  know  mote  about  VIAGRA, 
Tfiis  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors  However.  VIAGRA  Is  not  lor  everyone,  II  is  intended 
for  use  only  by  men  who  have  a  condition  called  erectile 
dysfunction  VIAGRA  must  never  be  used  by  men  who  are 
taking  medicines  that  contain  nitrates  ol  any  kind,  at  any 
time.  This  includes  nitroglycerin.  II  you  lake  VIAGRA  with 
any  nitrate  medicine  your  blood  pressure  could  suddenly 
drop  to  an  unsale  or  lile  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  IS  a  pill  used  to  treat  erectile  dyslunction  (impotence)  In 
men  It  can  help  many  men  who  have  erectile  dysfunction  get  and 
keep  an  erection  when  fhey  become  sexually  excited  (stimulated) 
You  will  not  get  an  erection  iusl  by  taking  Ihis  medicine  VIAGRA 
helps  a  man  with  erectife  dyslunction  gel  an  erection  only  when  he  is 
sexually  excited. 

How  Sex  Affects  the  Body 

When  a  man  Is  sexually  excited,  Ihe  penis  rapidly  fills  with  more 
blood  than  usual.  The  penis  Ihen  expands  and  hardens.  This  is 
called  an  erection  Alter  the  man  is  done  having  sex,  this  extra 
blood  flows  oul  of  Ihe  penis  back  into  Ihe  body  The  erection  goes 
away  If  an  erection  lasts  for  a  long  time  (more  lhan  6  hours),  il  can 
permanently  damage  your  penis  You  should  call  a  doctor 
immediately  if  you  ever  have  a  prolonged  erection  that  lasts  more 
than  4  hours. 

Some  conditions  and  medicines  inlerfete  with  this  natural  erection 
process.  The  penis  cannot  fill  with  enough  blood.  The  man  cannot 
have  an  erection  This  is  called  erectile  dysfunction  if  if  becomes  a 
frequent  problem. 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may 
not  be  advisable  lor  people  who  have  heart  problems.  Before  you 
start  any  treatment  for  erectile  dysfunction,  ask  your  doclor  il  your 
heart  is  healthy  enough  to  handle  Ihe  extra  strain  ol  having  sex.  If 
you  have  chest  pains,  dizziness  or  nausea  during  sex,  stop  having 
sex  and  immediately  tell  your  doclor  you  have  had  this  problem 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation  When  a  man  is  sexually  excited,  VIAGRA  helps 
the  penis  till  with  enough  blood  to  cause  an  erection  After  sex  is 
over,  the  erection  goes  away 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  (How  Sex  Atlects  Ihe  Bod/),  ask  your  doctor  if  your 
heart  is  healthy  enough  for  sexual  activity, 

II  you  take  any  medicines  that  contain  nitrates-either 
regularly  or  as  needed-you  should  never  take  VIAGRA.  If 

you  lake  VIAGRA  wilh  any  nitrate  medicine  or  recreational  drug 
containing  nitrates,  your  blood  pressure  could  suddenly  drop  to  an 
unsafe  level.  You  could  get  dizzy,  taint,  or  even  have  a  heart  attack 
or  stroke,  l^ilrates  are  found  in  many  prescription  medicines  that  are 
used  to  treat  angina  (chest  pain  due  fo  heart  disease)  such  as: 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes, 
and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  Isosorbide  mononitrate  and  isosorbide  dinitrale  (tablets 
thai  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate  or 
nilrite  ("poppers").  If  you  are  not  sure  if  any  of  your  medicines 
contain  nitrates,  or  if  you  do  not  understand  what  nitrates  are.  ask 
your  doctor  or  pharmacist, 

VIAGRA  is  only  for  patients  with  erectile  dysfunction,  VIAGRA  is  not 
for  newborns,  children,  or  women  Do  not  lel  anyone  else  take  your 
VIAGRA,  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  nol  cure  erectile  dysfunction.  It  is  a  treatment 
for  erectile  dysfunction, 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV-the  virus  that 
causes  AIDS, 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doclor  can  decide  il  VIAGRA  is  right  lot  you  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure  You  will 
need  to  have  a  thorough  medical  exam  to  diagnose  your  erectile 
dyslunction  and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or 
with  your  other  medicines.  Your  doclor  should  determine  il  your 
heart  is  healthy  enough  to  handle  the  extra  sirain  of  having  sex. 
Be  sure  to  tell  your  doclor  it  you: 

•  have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain, 
heart  failure,  irregular  heart  beats,  or  heart  attack) 

•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 


•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 

•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 

Some  medicines  can  change  Ihe  way  VIAGRA  works  Tell  your 
doctor  about  any  medicines  you  are  taking  Do  not  start  or  slop 
taking  any  medicines  before  checking  with  your  doclor  or 
pharmacist  This  includes  prescription  and  nonprescription 
medicines  or  remedies.  Remember,  VIAGRA  should  never  be  used 
wilh  medicines  that  contain  nitrates  (see  VIAGRA  Is  Nol  lor 
Everyone).  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  Ihe  Righl  Dose  lor  You  )  VIAGRA 
should  not  be  used  with  any  other  medical  frealmenis  that  cause 
erections.  These  treatments  include  pills,  medicines  that  are  injected 
or  inserted  into  Ihe  penis,  implants  or  vacuum  pumps. 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  dilfereni  doses  (25  mg,  50  mg  and  100  mg)  If 
you  do  not  get  the  results  you  expect,  talk  with  your  doclor  You  and 
your  doclor  can  determine  the  dose  lhat  works  best  for  ycu, 

•  Do  not  lake  more  VIAGRA  than  your  doclor  prescribes 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor, 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 
If  you  are  older  lhan  age  65,  or  have  serious  liver  or  kidney 
problems,  your  doclor  may  start  you  at  the  lowest  dose  (25  mg)  of 
VIAGRA  If  you  are  taking  protease  inhibitors,  such  as  for  the 
treatment  of  HIV  your  doclor  may  recommend  a  25  mg  dose  and 
may  limit  you  to  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a 
48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  belore  you  plan  to  have  sex 
Beginning  in  about  30  minutes  and  for  up  to  4  hours,  VIAGRA  can 
help  you  gel  an  erection  il  you  are  sexually  excited  If  you  fake 
VIAGRA  after  a  high-fal  meal  (such  as  a  cheeseburger  and  trench 
tries),  Ihe  medicine  may  lake  a  little  longer  to  start  working  VIAGRA 
can  help  you  gel  an  erection  when  you  are  sexually  excited.  You  will 
not  get  an  erection  jusi  by  taking  Ihe  pill 

Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects.  These 
effects  are  usually  mild  to  moderate  and  usually  don't  last  longer 
than  a  few  hours  Some  of  these  side  effects  are  more  likely  to  occur 
with  higher  doses.  The  most  common  side  effects  of  VIAGRA  are 
headache,  flushing  ol  the  lace,  and  upset  stomach  Less  common 
side  effects  thai  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  Ihe  difference  between  blue  and  green 
objects  or  having  a  blue  color  linge  to  them),  eyes  being  more 
sensitive  to  light,  or  blurred  vision 
In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours  You  should  call  a  doctor  immediately  it  you  ever  have  an 
erection  that  lasis  more  than  4  hours  If  not  treated  right  away, 
permanent  damage  to  your  penis  could  occur  (see  How  Sex  Atlects 
the  Bod/i 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA  Most,  but  not  all,  of  these 
men  had  heart  problems  before  taking  this  medicine  It  is  not 
possible  to  determine  whether  these  events  were  directly  related  fo 
VIAGRA, 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet  If  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doclor  righl  away 
Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  ol  children  Keep  VIAGRA  in  its 
original  container  Store  at  room  temperature,  59°-86°F 
(15°-30°C) 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  Ireai  erectile  dysfunction. 
Only  your  doctor  can  decide  if  it  is  right  for  you  This  sheet  is  only  a 
summary,  II  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www  viagra  com, 
or  call  1-888-4VIAGRA, 
23-5515-00-4 
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DEPORTATION 

rap  sheets  than  other  federal  convicts 
The  prospect  of  many  years  in  prise 
is  held  out  as  the  only  way  to  deter  han 
ened  criminals  from  returning  to  the  U\ 
Plus,  incarceration  is  some  protecticj 
against  the  likes  of  Angel  Maturino  Rl 
sendez  of  Mexico,  a  three-time  deporti 
who  was  suspected  of  at  least  five  mu 
ders  and  was  on  the  FBI's  Most  Wantt 
List  when  he  slipped  back  into  the  U.S. 

1998  and  killed  four  others.  "They're  n. 
committing  crimes  while  they're  in  cu 
tody,"  says  a  prosecutor. 

The  trick  is  to  net  the  truly  bad  appi 
while  sparing  resources  and  liberties  fro: 
dissipation  in  the  marginal  cases.  But  la 
is  a  blunt  instrument:  A  fourth  of  tho 
sentenced  for  immigration  offenses 

1999  had  no  criminal  history,  accordii 
to  federal  data,  yet  even  they  got  an  ave 
age  of  1 1  months  behind  bars. 

There's  a  backlash.  In  March  a  feder 
appeals  court  reversed  terms  in  five  case 
finding  that  a  deportee  who  returns  to  tl 
U.S.  doesn't  deserve  to  have  his  senteni 
tripled  because  he  had  been  convicted  > 
drunken  driving  before  he  was  deporte 
Several  convicts,  including  Pacheco,  a 
asking  the  Supreme  Court  to  weigh  in. 

In  April  the  U.S.  Sentencing  Con 
mission  proposed  cutting  terms  for  in 
migration  criminals  never  convicted  < 
violent  felonies  or  drug  offenses.  Unle 
Congress  intervenes  before  Novembe 
that  would  affect  about  half  of  all  ne 
immigration  cases.  A  guy  like  Pachec 
for  instance,  would  get  21  to  27  month 
rather  than  46. 

Meanwhile,  the  federal  courts  set 
bigger  budgets  so  they  can  handle  tl 
growing  caseload.  They  want  $4.8  billic 
next  year,  a  13%  hike.  With  INS  agen 
catching  1.5  million  illegal  aliens  a  yes 
taxpayer  resources  may  be  the  only  lim 
to  how  many  are  locked  up. 

.  The  only  clear  winners  are  comp; 
nies  like  Wackenhut,  Corrections  Cor 
of  America  and  Cornell  Correction 
Mismanagement  and  scandal  have  tarre 
some  of  them  at  the  state  level,  but  tl 
INS  uses  such  firms  for  seven  detentic 
centers.  The  Bureau  of  Prisons  has  inke 
a  $760  million,  ten-year  contract  wil 
Corrections  Corp.  and  is  taking  bids  o 
four  more  lockups — ^just  for  aliens.  I 
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Our  course  consultants  are  available 
to  answer  any  questions.  Please  call  us: 
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Philosopher  King 


How  does  BB&Ts  John  Allison  explain  his  slew  of  bank  deals?  By  quoting  the  classic 


BY  NATHAN  VARDI 

ASK  THE  CHIEF  EXECUTIVE  OF 
BB&T  Corp.  why  he  has  made 
his  latest  acquisition,  and 
John  Allison  will  cite  the  usual 
financial  ratios  and  account- 
ing acronyms.  Then  he  will  quote  Aris- 
tode:  "We  are  what  we  repeatedly  do." 

Wall  Street  analysts  and  fiind  man- 
agers who  recently  trudged  to  Winston- 
Salem,  N.C.  to  hear  the  52-year-old  Alli- 
son speak  got  a  lecture  in  classical 
philosophy.  Half  the  two  hours  was  spent 
on  ideas  like  the  great  Greek's  defense  of 
deductive  reasoning,  the  point  being  that 
logic  should  inform  decisions  on  every- 
thing from  car  loans  to  cashouts. 

Sometimes  Allison's  aphorisms 
have  a  more  contemporary  sound:  He's 
a  big  fan  of  Ayn  Rand.  But  he's  fond  of 
Thomas  Aquinas  and  John  Locke,  too. 
He  takes  a  week  off  each  year  to  study 
philosophy.  So  can  his  senior  managers, 
who  are  required  to  attend  educational 
retreats  and  are  "encouraged"  to  read  a 
nonbanking  book  monthly. 

Between  those  engagements,  Allison 
expects  them  to  see  opportunity  in  set- 
backs. BB&T's  proposed  merger  with  bet- 
ter-known crosstovm  rival  Wachovia  last 


Metaphysical  man:  Allison 
brings  the  ancients  to  bear 
on  Winston-Salem,  N.C. 


year  was  quietly  rebuffed.  But  now  that 
southeastern  rivals  First  Union  and  Sun- 
Trust Banks  are  bidding  for  Wachovia, 
Allison  is  musing  on  his  next  move.  He 
expects  to  bid  on  hundreds  of  millions  in 
deposits  the  acquirer  will  shed  for  an- 
titrust approval.  And  given  First  Union's 
trouble  digesting  past  prey  and  the  in- 
herent problems  associated  with  Sun- 
Trust's  hostile  offer,  he  should  be  able  to 
woo  any  disgruntled  Wachovia  cus- 
tomers and  employees. 

When  Allison  took  the  helm  at  what 
was  then  Branch  Banking  &  Trust  12 
years  ago,  it  was  a  sleepy  farm  lender  with 
$5  billion  in  assets.  Now,  after  gobbling 
up  50  banks  and  thrifts,  47  insurance 
agencies  and  14  nonbank  financial-ser- 
vices firms,  BB&T  has  assets  of  $66  bil- 
lion, making  it  the  19th-largest  bank  in 
the  country.  Shareholders  were  diluted 
but  not  damaged  by  this  rampage  of  buy- 
ing: Under  Allison  the  stock  is  up  700%. 

Allison's  philosophy  of  decentraliza- 
tion, he  says,  is  an  application  of  Rand's 
objectivist  principles  championing  indi- 
vidualism— but  with  accountability. 
BB&T  has  23  regional  presidents,  each 
with  a  lot  of  autonomy;  every  year,  it 
seems,  one  of  them  gets  axed.  Sales  reps 


are  expected  to  make  ten  calls  daily 
customers  and  two  of  them  must  be 
person.  Branch  officers  are  given  cor 
mercial  lending  authority,  somethi 
many  community  banks  don't  allow. 

"Unlike  several  of  his  industry  cou 
terparts,  John  has  spent  lots  of  tir 
thinking  about  how  you  get  bigger  ai 
better  at  the  same  time,"  says  Antho 
Plath,  a  finance  professor  at  the  Unive 
sity  of  North  Carolina  at  Charlotte.  "T 
military  has  figured  out  you  don't  fig 
for  some  grand  cause;  you  die  for  t 
guy  in  the  trench  next  to  you.  Jol 
makes  you  feel  part  of  a  small  team  evi 
though  you  work  for  a  large  entit) 
Seems  to  work.  BB&T's  recent  1.61%  r 
turn  on  assets  is  much  better  than  t 
year-end  industry  average  of  1.19%. 

Allison  doesn't  always  buy  chea 
This  year  he  bought  F&M  National 
Winchester,  Va.  for  $1.2  bUlion,  22  tim 
trailing  earnings  aind  3  times  book.  Lo 
year  he  paid  $1.2  billion  (15  times  ear 
ings,  2  times  book)  for  One  Vail 
Bancorp,  to  cement  his  position  in  f 
slow-growing  West  Virginia  market, 
all  places.  For  all  its  rise,  his  own  stock 
trading  at  only  16  times  trailing  earning 
BB&T's  earnings  restatements  ar 
merger-related  charges  in  eight  of  the 
nine  quarters  don't  speak  well. 

Investors,  however,  have  push« 
BB&T  shares  up  40%  in  the  last  ye 
partly  because  BB&T  is  less  vulnerah 
to  the  deteriorating  credit  cycle  th 
other  banks.  BB&T  lends  only  on  stroi 
collateral  and  only  in  small  amounts- 
its  average  business  loan  is  less  th; 
$250,000.  The  bank's  nonperformii 
assets  are  rising,  but  at  a  recent  0.38 
of  total  assets  they  are  much  lower  thj 
the  0.74%  year-end  industry  average. 

Allison  admits  it  will  get  harder 
post  such  results  as  BB&T  continues 
grow.  But,  as  he  anonymously  penned 
a  handout.  The  BB&T  Philosophy,  "Wh 
is,  is.  If  we  want  to  be  better,  we  must  ad 
He's  no  Plato,  but  if  he  can  keep  the  ean 
ings  up,  who  cares? 
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>^  as  stay  I  ng  there, 
u 


For  every  company 
that's  ever  reached  the  top, 
the  challenge  to  stay  there  has 
always  been  the  ultimate  test. 
And  after  nearly  a  century  of  lending 
and  leasing  to  businesses  and  consumers,  CIT 
stands  poised  with  new  and  expanded  resources  to 
help  our  customers  meet  each  challenge  that  lies  ahead. 
CIT  serves  a  myriad  of  industries  with  leadership 
positions  in  industries  ranging  from  Roil  and  Technology  to  Business 
Aircraft  and  Small  Business  lending. 

And  with  our  recent  growth,  CIT  has  invested  in  providing  customers 
with  a  level  of  service  that  fully  integrates  the  newest  technology  with  the  highest 
degree  of  dedication  and  expertise. 

So  though  we  take  understandable  pride  in  our  journey  to  the  top,  we  never 
forget  that  our  success  will  always  be  measured  by  an  unwavering  commitment  to 
the  success  of  our  customers. 

Discover  why  today's  business  leaders  put  their  trust  in  today's 
financing  leader. 


CiT 


CIT 


NYSE  ©2001  The  CIT  Group,  Inc. 


CIT.com 


Tortoise  and  Hare 

Old  Furukawa  Electric  got  the  short  end  of  an  alliance 
with  optics  hotshot  JDS  Uniphase.  Or  so  it  seemed. 


BY  BENJAMIN  FULFORD 

THE  PRECURSOR  OF  TODAY'S 
JDS  Uniphase  was  a  cash-hun- 
gry, 50-person  outfit  in  Ot- 
tawa in  1990.  At  the  time, 
Furukawa  Electric,  a  five-gen- 
eration-old Japanese  family  company, 
was  looking  for  a  North  American  out- 
let for  its  budding  fiber-optics  ware. 

Furukawa  was  stiU  mainly  a  copper 
tube  and  wire  maker.  But  its  research 
labs  had  come  up  with  some  of  the  best 
technology  around  to  enhance  the  ca- 
pacity of  fiber  cable  by  separating  the 
Light  strands.  In  Japan,  though,  the  na- 
tional telecom  monopoly  NTT  had  in- 


stalled such  redundancy  that  there  was 
little  domestic  need. 

So  when  Furukawa  research  chief 
Katsuhiko  Okubo  ran  into  Jozef  Straus, 
a  Canadian  professional  acquaintance, 
at  a  trade  show,  invention  met  oppor- 
tunity. Straus  had  left  Northern  Tele- 
com along  with  three  colleagues  to  start 
JDS  Optics.  Okubo  convinced  his  bosses 
to  put  $9  million  into  that  business  for 
a  50%  share.  "He  was  a  visionary  who 
saw  our  potential,"  says  Straus,  now  co- 
chairman  and  chief  executive  of  JDS 
Uniphase,  the  product  of  a  1999  merger 
with  another  optics  outfit.  The  com- 
bined entity  grew  into  a  $3-billion-in- 


revenues,  27,000-eri 
ployee  icon  of  the  go 
telecom  market  of  2000 
In  the  meantim 
Okubo's  company  was  1< 
behind.  Hobbled  I 
Japanese  law  and  custo 
from  restructuring  itself 
keep  pace  with  technolo 
ical  change,  it  was  forc< 
to  watch  passively 
Straus'  company  ran  wi 
the  optics  innovation. 

When  Ottawa's  JL 
agreed  to  merge  with  Se 
Jose-based  Uniphase,  Fi 
rukawa  was  relegated 
watching  its  stake  be  d 
luted.  This  was  a  foreig 
world,  not  only  in  tern 
of  using  stock  as  deal  coi 
but  also  in  the  realm  < 
international  manag< 
ment  and  marketing. 

"They  had  their  limi 
with  respect  to  execu 
ing,"  Straus  says.  "Whe 
in  North  America,  yo 
have  to  play  by  Nort 
American  rules." 

Furukawa  could  cor 
sole  itself  with  its  legac 
holding — one  that  ma 
turn  out  to  be  the  basis 
a  shift  in  fortunes. 

In  1995  the  old-lin 
company  got  its  fir 
family  boss  in  more  tha 
a  generation.  But  Junnc 
suke  Furukawa,  then  59,  had  taken 
roundabout  route  to  power.  A  scion  c 
the  1884  founders  of  the  Furukaw 
zaihatsu  (the  great  family-controlle 
conglomerates  of  modern  Japan),  h 
was  destined  to  take  over  the  entir 
group.  Instead,  the  conglomerate  wa 
broken  into  44  separate  companie 
(including  Fujitsu)  by  U.S.  occupatioi 
authorities  after  World  War  II.  A 
though  he  was  married  to  a  cousin  o 
the  emperor,  young  Junnosuke  was  re 
duced  to  joining  one  of  the  splinte 
companies,  Furukawa  Electric,  as 
ground-level  employee. 

Furukawa  worked  his  way  up  th 
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In  todays  market  doing 
nothing  could  be  risky." 


Some  of  your  investments  probably 
got  hit  hard  recently.  High  tech,  over- 
seas, the  Dow,  it  hasn't  been  prettv. 

But  I 


something  far  more 
valuable  may  have 
been  damiaged:  your 
confidence  as  an 
investor.  And  that 
really  concerns  me. 
So  I  want  you  to  take  a  deep  breath,  relax, 
and  read  a  few  things  I've  learned  over 
forty  years  in  the  investment  business. 

WILL  THIS  DOWNTURN 
EVER  END? 

Yes,  obviously  we  have  been  experi- 
encing a  market  correction.  But  no,  I 
don't  believe  it  will  go  on  forever. 

Why  do  I  think  this?  In  my  years  as 
an  investor  I've  seen  twelve  such  drops, 
including  this  one. 

The  Schwab  Center  for  Investment 
Research®  tracks  and  analyzes  market 
moves  like  this  and  uses  the  past  to 
provide  perspective  on  the  future. 

We  can  tell  you  that  some  drops 
only  lasted  a  matter  of  months,  and  a 
few  took  years  to  end,  but  end  they  all 


[Commentary  on  today's  market] 

by  Charles  R.  Schwab 

did  as  will  this  one. 

Now,  can  I  or  the  Schwab  analysts 
with  all  their  facts  and  figures  tell  you 
when  that  will  happen? 

Absolutely  not.  We're  not  magicians. 

All  I  can 
promise  is 
that,  yes, 
as  long 
as  history 
repeats 
itself,  there 
will  be  an 
end  to  this 
downturn. 
Twelve 
previous 
times, 
when  all 

was  said  and  done,  stocks  have  typically 
outperformed  other  types  of  investments. 

It's  a  pretty  solid  chance  this  time 
around  will  be  the  same. 

After  all,  history  is  on  our  side. 

THE  IMPORTANCE 
OF  DIVERSIFICATION. 

If  you  went  a  little  overboard  on 
technology  stocks  like  many  others  did, 
you  may  have  just  received  a  solid  lesson 
in  the  need  for  portfolio  diversification. 

Come  into  one  of  our  Schwab  offices 
and  let  an  Investment  Specialist  tell  you 
face  to  face  what  our  thinking  is  on 
your  portfolio,  spreading  your  risks  and 
broadening  your  investment  coverage. 

Together,  we  can  evaluate  stocks, 
bonds  and  mutual  funds.  And  help 
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The  chart  above  illustrates  the  growth  in  value  of  $1 .00  invested  in  various  financial  instruments  from  1925  through  2000.  Figures  above 
indicate  the  value  of  that  same  $1 .00  at  the  end  of  2000.  Note:  Results  assume  reinvestment  of  dividends  on  stocks  and  coupons  on 
bonds,  and  no  taxes  or  transaction  costs.  Generally,  small-cap  stocks  are  in  the  bottom  50%  of  publicly  traded  companies  based  on 
market  capitalization.  These  stocks  are  subject  to  greater  volatility.  Source:  Slocks,  Bonds,  Bills  &  inflation  2001  Yearbook  ©  2001 
Ibbotson  Associates,  Inc.  Based  on  the  copyrighted  vi/orks  by  Ibbotson  and  Sinquefieid,  All  rights  reserved.  Used  with  permission.  The 
Indices  representing  each  asset  class  are  S&P  500  Index  (large-cap  stocks),  CRSP  6-10  Index  (small-cap  slocks),  Ibbotson  Intermediate 
U.S.  Government  Bond  Index  (bonds),  and  30  day  Treasury  bills  (cash).  Indices  are  unmanaged,  do  not  mcur  fees  or  expenses  and 
cannot  be  invested  in  directly.  Past  oerformance  is  no  guarantee  of  future  results.  Schwab  Center  for  investment  Research 
is  a  division  of  Charles  Schwab  &  Co.,  Inc.  ©  2001  Charles  Schwab  &  Co.,  Inc  All  rights  reserved,  f^ember  SIPC/NYSE  (0301  13190). 


you  create  a  balanced  portfolio. 

GETTINC  YOUR 
CONFIDENCE  BACK. 

In  an  up  market,  it's  easy  to  get 
seduced  bv  commission-compensated 
brokers  offering  hot  ideas! 

At  Schwab,  our  Investment  Specialists 
aren't  under  the  pressure  of  commission- 
based  compensation. 

So  let's  talk  openly,  and  honestly, 
about  your  investment  goals  and  objec- 
tives and  how  our  unique  workshops, 
products  and  services  can  help  make 
you  a  smarter,  more  confident  investor. 

WE'RE  HERE  TO  HELP  YOU. 

They  say  every  cloud  has  a  silver  lin- 
ing. I  believe  it's  truer  than  ever  right  now. 

As  an  investor  you  may  have  taken 
a  few  lumps.  But  react  to  them  in  a 
positive  way,  and  you  can  end  up  stronger 
and  wiser,  with  the  kind  of  portfolio 
that's  ready  to  weather  whatever  the 
future  holds. 

You  have  my  word  that  Schwab  is 
here  to  help  you  — whatever  your  needs 
may  be. 

Let's  eliminate  one  of  the  biggest 
investment  risks  of  all:  the  risk  of  doing 
absolutely  nothing. 

FOR  A  FREE  COPY  OF  OUR 
'SMART  ANSWERS'  GUIDE 


Smart 
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Market 


call 

1-800-790-3803 


visit 

394  locations  nationwide 


Charles  Schwab 

creating  a  world  of  smarter  investors" 


ARBADOS 


Where  fish  can  fly 
and  business  can 


BIDC  offers  incentives  to  businesses 
looking  for  international  expansion. 

Let  Barbados  give  your  company 
full  advantage  to  take  flight. 


BARBADOS  INVESTMENT 
&  DEVELOPMENT  CORP. 


Buy  The 
Aeror  Chair 
For  Less! 


•  In  Stock...Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  Miller 
Retailer 

•  Best  Price 
Anywhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


(www.FM.Sit4Less.com) 


FURUXAWA  ELECTRIXL. 

ranks,  and  when  his  time  finally  came 
he  was  prepared  to  act.  "I  knew  we  had 
to  escape  from  the  Old  Economy  or  go 
bankrupt,"  he  says.  At  the  time  95%  of 
sales  came  from  products  that  had  not 
changed  in  over  five  years.  Now  65%  of 
its  $7  billion  sales  come  from  products 
that  have  been  developed  in  the  past 
five  years,  including  new  uses  for  old- 
line  industrial  goods.  Fiber  optics  are 
now  bringing  in  60%  of  profits,  and  the 
company's  return  on  equity  has  leaped 
from  1.4%  to  14.5%. 

But  it  has  been  a  strug- 
gle. Let  Furukawa  explain: 
"North  American  man- 
agers are  so  free....  Japan- 
ese managers  are  ex- 
tremely handicapped  by 
comparison.  People  ask  us 
why  we  do  not  shed  Old 
Economy  businesses  like 
manufacturing  copper 
tubes  or  aluminum  cans, 
but  Japanese  law  makes 
that  very  difficult." 

He  has  managed  to 
trim  the  payroll  15%, 
while  sales  have  fallen  7%  because  of 
declines  in  old  businesses.  But  he  mar- 
vels at  the  labor-cost  efficiency  a  firm 
like  his  erstwhile  ally  JDS  Uniphase 
(which  just  announced  cutbacks  of 
5,000  positions  in  the  current  telecom 
glut)  can  achieve.  "Ajnericans  can  sell 
$500  million  worth  of  stuff  and  earn  a 
$200  million  operating  profit  but,  be- 
cause of  our  wage  costs,  an  average  of 
$80,000  per  worker,  we  could  only  earn 
$20  million  on  the  same  sale,"  he  says. 

Nonetheless,  Furukawa  says  having 
to  eat  JDS  Uniphase's  dust  lit  a  fire 
under  his  company.  He  has  also  drawn 
on  case  studies  of  older  but  innovative 
U.S.  companies  like  Disney  and  3M.  All 
employees  are  now  expected  to  learn 
English  to  communicate  with  the  for- 
eign-born technicians  he  is  hiring,  in 
Japan  as  well  as  at  operations  in  Silicon 
Valley,  in  order  to  deal  with  a  shortage 
of  skilled  Japanese.  Time-consuming 
consensus  building  has  also  been 
scrapped  to  help  keep  up  with  North 
American  competitors.  By  2004,  despite 
an  expected  recession  in  the  U.S.,  Fu- 
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rukawa  aims  to  more  than  double  pro! 
its  to  $1  billion  on  flat  overall  sales. 

Success  will  ride  on  the  $135  mil 
lion  a  year  that  Furukawa  is  puttin 
into  R&D.  A  big  hope:  wave-divisio 
multiplexing  (splitting  light  signal 
into  many  parallel  parts)  that  can  in 
crease  the  capacity  of  existing  fiber 
optic  cable  by  more  than  a  thousand 
fold.  And  it  should  be  ready  when  th 
world  works  up  an  appetite  for  tele 
com  equipment  again.  Helping  Fu 


0 


rukawa  pay  for  its  science  is  the  ap 
proximately  $2  billion  it  got  fronj 
peddling    much    of   its  original 
Uniphase  shares  before  the  Canadian 
American  company's  stock  took  ail 
86%  tumble.  (After  sales  and  dilutionsl 
Furukawa  still  holds  13%  of  its  rival,  \ 
stake  now  worth  $3  billion.)  But  th< 
Japanese  company  has  $3  billion  iil 
debt  it  m.ust  service,  whereas  JD: 
Uniphase  was  able  to  avoid  mucll 
leverage  in  a  hospitable  equity  market 
Gratifyingly,  Furukawa  was  due  ii 
late  May  to  announce  what  it  pro- 
jected to  be  a  $420  million  operating 
profit  and,  thanks  to  the  JDS  Uniphas* 
share  sales,  a  $1.4  billion  net  for  the 
year  ending  in  March.  JDSU  just  re 
ported  a  $1.3  billion  quarterly  loss. 

What's  more,  the  optics  action  ma^iiKlil 
now  be  moving  to  Furukawa's  hom« 
turfi  Japan  is  now  running  out  of  ca- 
pacity and  gearing  up  for  a  so-callec 
third-generation  mobile  Internet.  Riva 
Straus  notes  he's  got  customers  there 
too,  but  not  so  many  that  his  old  part- 
ner will  again  eat  dust.  ij 


V  million  pints  a  ddy 
hake  them  both  more 


fficient. 


!5  a  lot  of  juice  to  brew  1.1  million  pints  of  beer.  And  tfiat's 
I  pints  Mr.  Tanaka  and  Mr.  Sato,  or  rattier  ttieir  companies  (the 

I brewery  and  the  Sapporo  brewery),  produce  every  day.  So  it's 
I  surprising  that  when  we  showed  them  a  way  of  generating 
that  was  environmentally  clean,  totally  dependable  and  far 
,j  efficient  than  buying  from  the  Japanese  Grid,  they  decided  to 
i.  UTC's  International  Fuel  Cells  unit  is  the  first  company  in 
orld  to  commercially  produce  hydrogen  powered  fuel  cells, 
rnership  with  Toshiba,  IFC  devised  and  installed  systems  for  both 
rs  that  produce  virtually  pollution-free  electricity.  IFC  even 
a  way  to  run  the  fuel  cells  on  methane  produced  by  leftovers 
nt  beer  barrels.  So  now,  Mr.  Tanaka  and  Mr.  Sato  generate  every 
of  power  they  need  from  stuff  they  used  to  put  in  the  trash, 
is  the  kind  of  efficiency  we  think  is  well  worth  drinking  to.  Cheers. 
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Look  Out,  Sony 

Korea's  best  company,  Samsung,  has  a 
modest  aim:  to  be  the  world's  leading 
electronics  brand  by  2005.  "Digit-all"  aboard? 


BY  HEIDI  BROWN 

IN  1968  SONY  ELECTRONICS  WAS  A 
secondary  player  in  the  Western  con- 
sumer-appliance market.  Sure,  the 
Japanese  upstart  was  fine  for  clock 
radios  and  small  black-and-white 
"portable"  TVs.  But  the  high  end  of  the 
television  and  stereo  markets  belonged 
to  the  likes  of  Motorola  and  Zenith, 
Philips  and  Siemens. 

Then  came  the  analog  electronics 
boom  and  a  breakthrough  product,  the 
Sony  Trinitron  color  TV,  with  a  market- 
ing blitz  to  boot.  A  decade  later,  the 
Walkman  revolutionized  personal 
sound  systems.  In  both  cases,  the  prod- 
ucts represented  a  technological  leap 
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for  a  mass  market. 

Now,  another  also-ran  in  the  West 
seeks  to  pull  a  Sony.  In  so  doing,  Sam- 
sung Electronics — considered  Korea's 
preeminent  global  name,  although  its 
biggest  U.S.  brand  presence  is  in  lowly 
microwave  ovens — is  targeting  the  very 
pathbreakers  of  a  generation  ago.  "We 
want  to  beat  Sony,"  declares  Eric  Kim, 
Samsung's  California-bred,  Harvard- 
M.B.A.'d  boss  of  global  marketing. 
"Sony  has  the  strongest  brand  aware- 
ness; we  want  to  be  stronger  than  Sony 
by  2005." 

That  sounds  off  the  wall,  but  Sam- 
sung believes  we're  at  another  product 
pivot  point.  The  various  digital  devices 


used  by  early  adapters  are  coming  td 
gether  into  all-purpose  mobile  uni 
that  do  everything  from  take  phq 
tographs  to  play  music  to  dial  voice  ani 
data  calls.  In  the  home,  small  compul 
ers  will  send  wireless  signals  to  variou 
appliances.  All  these  innovations  are 
reach  a  mass  consumer  base  that  isn 
locked  into  a  purchase  pattern. 

"With  the  digital  age,  w 
can  catch  up  with  our  competi 
tors,"  agrees  Samsung  Chie 
Executive  Jong  Yong  Yun,  57, 
career  company  engineer.  "W 
were  30  to  40  years  behind  i 
the  analog  age,  but  in  the  digi 
tal  age,  the  playing  field  ha 
been  leveled."  | 
Yun  got  the  top  job  in  199( 
in  time  for  the  Asian  crisi 
which  saw  him  cut  the  com 
pany's  debt  by  $13  billion  ani 
pare  its  84,000-man  payroll  b 
30%  without  labor  unrest.  Si 
he's  been  tested  for  this  ne\ 
challenge  at  the  $28  billioi 
(2000  revenues)  electronic 
giant,  which  is  probably  th 
world's  biggest  supplier  c 
DRAM  chip  memory.  Althoug 
Yun  speaks  through  a  transla 
tor  in  a  formal  reception  roor 
at  the  Seoul  headquarters,  h 
seems  to  relish  the  battle  fo 
the  consumer  market  as  muc 


A  Long  Way  to  Go 


In  consumer  electronics  or  semiconductors,  Sony 
and  other  Japanese  makers  well  outsell  Samsung. 


Revenues  ($bll) 

Hitachi 

$67 

Sony 

65 

Matsusiiita 

61 

NEC 

43 

Mitsubislii 

33 

■  Samsung 

28  ^^^H 

as  46-year-old  Kim,  a  native  son  he  en 
ticed  back  in  1999  from  a  Dun  &  Brad 
street  software  unit. 

The  casual  Kim  meets  visitors  in  hi 
airy  office.  As  an  outsider  in  a  tradition 
bound  chaebol,  or  conglomerate,  he  ca: 
strike  some  elders  as  audacious.  So  b 
it.  Samsung  has  just  rolled  out  a  $47 


>U  CANT  GO  SWIMMING  WITHOUT  GETTING  WET. 

OR  STORE  INFORMATION  WITHOUT  TOUCHING  OUR  TECHNOLOGY. 


w  it  or  not,  you  depend  on  us  every  day.  We've  spent  20  years  developing  technology 
has  become  the  industry  standard  for  storing,  moving  and  using  information.  Four  of  the 
top  server  companies  put  their  names  on  storage  products  v\/e  build.  Our  worldwide 
M  relationships  have  made  us  interoperability  experts.  And  that  expertise  is  reflected  in 
'Wn  MetaStor®  line  of  enterprise  hardware  and  software.  The  more  heterogeneous  your 
onrnent,  the  more  reason  you  have  to  visit  lsilogicstorage.com  or  to  call  1-888-638-2786. 


LSI 


STORAGE  SYSTEMS 


SAMSUNG 


million  global  advertising  anc 
display  campaign  to  establish 
itself  as  the  "digit-all"  com- 
pany, the  one  ordinary  users 
can  rely  on  to  make  innova- 
tive but  simple  and  afford- 
able  chip-based  devices. 
Samsung  products  sell  for  as 
much  as  30%  below  Sony's. 
"Through  market  research, 
we've  found  that  people  are 
tired  of  techno-snobbery. 
They  want  leading-edge  tech- 
nology at  a  good  price,"  Kim  says. 

No  question  Samsung's  is  a  huge 
undertaking  for  a  company  that  until 
the  mid-1990s  concentrated  on  pro- 
ducing electrical  goods  for  other  manu- 
facturers. Samsung  in  recent  years  has 
built  a  dominance  in  much  of  the  de- 
veloping world,  and  the  West  is 
where  it  must  grow.  But  the 
irdle  is  high.  Consider 
this  ranking  by  consul- 
tancy Interbrand, 
based  in  New  York: 

The  Mini-Yepp  MP3 
player  fits  in  the 
palm  of  your  hand. 

Out  of  75  brands 
Samsung's  is  43rd 
with  an  estimated 
/alue  of  $5  billion. 
Sony's  ranks  18th  with  a 
value  of  $16  billion. 
The  current  ad  campaign  not  only 
seeks  to  raise  awareness  of  the  Samsung 
name  but  also  to  Uft  its  association  away 
fi'om  discount  stores  such  as  Wal-Mart 
and  Target.  "We  learned  a  lesson,"  says 
Kim.  "Before,  we  relied  on  the  channels 
[retailers]  to  market  for  us. 
But  we  have  to  create  de- 
mand, and  then  the  channel 
gives  support."  The  aim  is  to 
boost  sales  both  to  the  high- 
volume  electronics  chains 
and  to  prominent  indepen- 
dents. Samsung  has  strategic 
alliances  with  the  likes  of  Best 
Buy,  Sears  and  J&R  Music  & 
Computer  World  (the  number 
one  such  retailer  in  New  York 
City  and  a  mail-order  power). 


Motion  Ycpp:  an  MP3 
player  that  plays 
movies  and  videos. 

"This  company  is 
very  oriented  toward 
the  future,"  says 
Michael  London,  ex- 
ecutive vice  president 
at  Best  Buy,  the 
biggest  U.S.  electron- 
ics seller.  "Their  prod- 
ucts are  now  high-value 
and  sophisticated." 
Partial  credit  goes  to 
Dae  Je  Chin,  head  of  the  consumer- 
electronics  division  since  last  year. 
Working  18  hours  a  day.  Chin  spends 
about  half  his  time  on  the  road,  pitch- 
ing the  company  to  retailers  and  ana- 
lysts and  talking  with  overseas  Sam- 
sung reps.  Chin's  division  has  won 
several  design  awards,  including  one 
for  its  Yepp  MP3  player,  its  digital  still 
camera  and  its  flat-screen  TFT-LCD 
(thin  film  transistor)  monitor,  which 
also  acts  as  a  TV.  Samsung  ranked 
fourth  in  the  U.S.  in  the  number  of 
patents  registered  last  year. 

A  milestone  for  the  company's  sep- 
arate telecommunications  unit  was 
reached  four  years  ago  when  wireless 
phone  giant  Sprint  chose  Samsung  to 
make  half  its  phone  sets.  The  Koreans 
were  not  technologically  renowned  at 
that  time,  but  bet  big  on  CDMA  (for 
code  division  multiple  access)  technol- 
ogy, sending  30  engineers  to  the  U.S.  to 
study  Sprint's  network  and  begin  test- 
ing. Samsung  has  since  sold  5.8  milHon 
handsets  in  the  U.S.  (average  retail 

Connect  satellite  or  computer  to  this  24-inch 
HDTV-ready  LCD  monitor,  the  world's  first. 
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price:  $124)  generating  more  reven 
than  Nokia,  the  number  one  seller  H 
erage  price:  $48). 

To  keep  up  the  products  pace,  Sai 
sung  heavily  recruits  overseas,  hiri 
last  year  342  people  with  advanced  c 
grees — mostly  ethnic  Koreans  stud 
ing  in  the  U.S.  Like  many  other  Kore 
chaebol,  Samsung  has  lost  some  of 
brightest  people  to  Korean  startu 
and  foreign  firms,  but,  says  Chi 
"we're  hiring  them  back.  Salaries  ai 
incentives  are  important,  but  recogi 
tion  for  achievement  lasts  longe 
Samsung  offers  profit-sharing  plans  f 
all  employees;  senior  managers  and  e 
ecutives  receive  stock 
options,  although  share 
prices  suffer  the  "Ko- 
rean discount"  associ- 
ated with  cloudy  cor- 
porate governance. 

At  $167  Samsung 
Electronics  trades  at 
twice  book  value  and 
6.2  times  trailing  earn- 
ings. Sony,  by  contrast, 
sells  for  4.3  times 
book  and  154  times 
earnings.  Yun  wants 
to  reduce  Samsung's 
reliance  on  com- 
modity semiconduc- 
tors, whose  profits  vary 
wildly  depending  on 
the  ups  and  downs  of 
the  product  cycle.  In 
2000  chips  contributed  $4.8  billion 
operating  income,  82%  of  the  total  ar 
38%  of  sales.  This  year,  chip  prices  a 
slumping,  and  Samsung's  semicondu 
tor  profits  will  fall  with  them 
Still,  Yun  is  hardly  weai 
ing  Samsung  off  chips,  ii 
stead  moving  up  to  highe 
end  lines.  He  rejects  the  id> 
of  breaking  the  company  I 

I"" 


Cameraphor 
Talk  and  she  H^' 
on  the  1 


4  PI 


and  consumer  electroni 
pieces.  "Hewlett-Packai 


spun  off  Agilent,  but  th 
turned  out  to  be  shor 
sighted,"  he  says.  "I  wai 
to  see  share  prices  rise- 
I'm  a  shareholder — b 


Her,  Cmil>  Pnjjtct  Direaor  PPL  Global.  LU. 

\  twist  on  the  old  mantra:  "If  they 
,  you  will  build  it." 
"act:  Las  Vegas,  a  62%  increase  in 
ation  within  the  last  ten  years; 
lix,  a  35%  jump. 
Another  salient  fact:  a  need  (or  power 
acion  in  the  Desert  Southwest  so 
M)wer  shortages  could  be  avoided, 
■sale  energy  prices  lowered,  tax 

J,  s  generated,  jobs  created, 
lecognizing  the  need  and  potential  for 
h,  PPL  is  building  the  Griffith  Energy 

,  pting  plant  from  the  ground  up. 
fffe  chose  the  site  (conveniently  located 

jiiphave  County,  Arizona,  right  there  on 
b  66),  then  chose  Dana  Diller  as 

''t  isciplined  project  director  and  we 
Dff  and  running:  cementing  relation- 
with  the  local  officials,  upgrading 
listing  transmission  system,  building 
as  lines  and  expanding  the  local 

ijll  system. 


2001  AU  ngha  nscntd. 


Get  your 

kilowatts 

on  Route  66. 


central  Pennsylvania. 

One  that  has  never  lost  sight  of  its 
mission:  to  provide  our  customers  with 
reliable,  affordable  and  efficient  energy. 

One  that  has  never  lost  sight  of  its 
commitment:  we  deliver  on  our  power. 
We  deliver  on  our  promises. 

We  deliver  on  Route  66. 

wivw.ppliveh.coiii 


Three  years  later,  come  this  July,  the 
ribbon  will  be  cut. 

Today,  a  growing  PPL  is  also  one  of  the 

How  savvy  decision-makers 

are  driven  to  build  an  urgently  needed 

power  plant  between  America's 
two  fastest-growing  cities. 

nation's  leading  marketers  ol  electricity  in 
42  states  and  Canada. 

In  addition,  we  deliver  energy  to 
nearly  6  million  customers  in  the  United 
States,  Central  and  South  America,  and  the 
United  Kingdom. 

All  this  from  a  company  that  began  as 
a  local  energy  provider  for  eastern  and 
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Call  it  a  gift.  But  when  disaster 
strikes,  I'm  always  around.  Whether 
it's  a  hurricane,  fire  or  any  other 
catastrophic  event,  I'm  there  to  help 
my  customers  when  they  need  it 
most.  That's  because  I  get  to  know 
each  business  from  the  ground  up, 
so  I  understand  what  it  takes  to  keep 
them  running  when  something  goes 
wrong.  I  help  prepare  for  storms.  I 
arrange  for  backup  production  facilities 
when  plants  go  down.  It's  all  about 
anticipating  my  customers'  concerns. 
Some  might  say  my  life  is  one  disaster 
after  another.  But  if  it  helps  my 
customers,  it's  OK  by  me.  // 


Our  "Severe  Weather  Alert 
System"  provides  our  customers  with  warnings  of  incoming 
storms  and  step-by-step  checi<lists  on  how  to  prepare  for  them. 


Liberty 
Mutual 


SAMSUNG 


we  split  up,  only  the  bones  will  be 
ft.  We  want  to  profit  the  long-term 
vestor." 

Indeed,  Samsung's  staying  power 
.  what  will  surely  be  a  tough,  mar- 
n-stressed  slog  toward  leadership  in 
ectronics  marketing  may  lie  in  the 
jwerful  chip  revenue  stream.  More- 
/er,  as  goods  become  more  intelli- 
nt  and  are  connected  more  to  the 
iternet,  Samsung  expects  to  gain 
om  producing  many  of  the  chips 


that  make  these  machines  think.  It 
manufactures  the  Rambus  DRAM 
that's  used,  ironically,  in  Sony's  block- 
buster PlayStation2. 

Korean  determination  is  not  to  be 
discounted.  Less  well  known,  the  na- 
tion is  probably  the  most  wired  on 
earth,  thanks  to  a  mushrooming  of 
modern  high-rise  apartments  around 
the  country.  This  broadband  labora- 
tory aids  Samsung  in  the  development 
of  Web-directed  appliances.  Again, 


simplicity  of  use  will  be  key. 

For  now,  the  battle  in  the  West  is 
for  share  of  mind.  And  there  have  al- 
ready been  some  notable  wins.  "Sam- 
sung has  come  of  age,"  says  Robert 
Batt  of  Nebraska  Furniture  Mart,  a 
$300  million  retailer  that  stocks  elec- 
tronics goods  as  well  as  sofas  and  is, 
famously,  a  holding  of  Berkshire- 
Hathaway.  "Someone  shook  that 
company  up.  It's  moving  up  with  the 
big  boys."  F 


Vireless  Wonder 

\ mother  Korean  conglomerate,  the  SK  Group,  has  its  own 
rising  star  in  wireless  phone  service.  SK  Telecom  boasts 
the  seventh-greatest  mobile  traffic  of  any  provider  in 
e  world  and  $3.3  billion  in  last-l2-month  revenues.  It  has  the 
west  debt  ratio  and  the  highest  operating  margin  in  its  sec- 
r.  Given  that  SK  Telecom  trades  at  about  half  the  multiple  of 
Dst  of  its  peers,  it's  no  surprise  that  several  companies,  in- 
jding  behemoths  NTT  Docomo  and  Voda- 
ne,  are  in  a  dance  contest  to  buy  a  15% 
unk.  That  would  be  the  largest  ever  for- 
in  investment  in  a  Korean  company. 

Give  SK  Group's  baby-faced,  41-year- 
d  chief  Chey  TaeWon  credit  for  opening  a 
2ce  of  the  action  in  his  technologically 
vanced  but  historically  protectionist  na- 
in.  Chey,  like  his  father,  is  a  University  of 
licago  economics  graduate,  and  as  he 
Dsened  up  in  a  90-minute  session  with 
RBES,  he  recalled  his  lessons  under  Gary 
icker,  Robert  Lucas  and  D.  Gale  Johnson. 

In  1996  SK  led  the  world  in  introducing 
)MA  wireless  technology,  and  it  has  just 
iveiled  a  world-class  "2.5  generation" 
itwork  to  serve  its  14  million  subscribers, 
!%  of  the  Korean  market.  It  was  the  first  Korean  company  to 
t  on  the  New  York  Stock  Exchange. 

So  what  is  the  catch?  SK  Telecom  is  part  of  a  chaebol  with 
Dically  opaque  finances.  The  group  is  a  $40  billion  (2000 
/enues)  mishmash  controlling  about  10%  of  South  Korea's 
onomy,  including  37%  of  its  petrochemical  industry, 
ji  The  nation's  top  shareholder  activist,  Korea  University  pro- 
jjsor  Jang  Hasung,  says  corporate  governance  at  SK  is  better 
jan  at  the  other  chaebol  in  the  sense  that  "even  among 
lorns  there  are  different  heights."  However,  he  complains 
'at  profits  from  SK  Telecom  subsidize  other  parts  of  the  group 
,  for  instance,  buying  office  buildings  for  them.  There  is  also 
C&C,  set  up  and  owned  by  Chey,  which  handles  all  SK  Tele- 
m  infrastructure  contracts.  This  revenue  stream  has  funded 
;  purchase  of  what  is  now  a  $1.1  billion  stake  in  SK  Telecom. 


No  wonder  Jang  has  a  generally  harsh  view  of  chaebol 
founding-family  finances:  "These  guys  are  skimming  every- 
thing out  of  the  companies,"  he  snipes. 

SK  entered  telecoms  by  buying  the  government-owned 
Korea  Telecom's  paging  and  mobile  phone  monopoly  in  1994. 
"People  complained  without  evidence  that  we  were  able  to  get 
[what  is  now  SK  Telecom]  because  the  [then  Korean]  president 

[Roh  Tae  Woo]  is  my  father-in- 
law,"  Chey  says.  He  insists  his 
company  just  had  the  best  bid. 

"Korea  is  frustrating  because 
they  only  give  lip  service  to  re- 
form," says  a  senior  Western 
financier  with  extensive  experi- 
ence in  the  region.  But,  he  says, 
within  that  context,  SK  does  know 
"how  critical  shareholder  value  is 
to  long-term  viability."  He  deems 
Chey  the  most  competent  of  the 
big  chaebol  managers. 

In  Chicago-school  fashion, 
Chey  likes  to  apply  market  tests 
to  bold  ambitions.  He  will  wait 
before  pushing  SK  into  third-gen- 
eration high-bandwidth  mobile  services  even  though  they 
carry  the  promise  of  rich  returns.  He  will  let  NTT  Docomo  pio- 
neer 3G  services  in  Japan.  On  existing  wireless  service,  he 
says,  SK's  rates  are  way  less  than  Docomo's  at  home  in  Japan 
but  "Koreans  are  still  complaining  it  is  too  expensive,  while  the 
Japanese  don't  complain." 

These  reservations,  as  well  as  haggling  over  price  for  the 
big  bloc  of  stock,  explain  why  a  widely  trumpeted  Docomo  deal 
has  been  on  ice  while  other  bidders  for  a  15%  stake  circle. 

Meantime,  Chey,  who  took  over  in  1998  on  his  father's 
death,  says  he  wants  his  group's  30,000  employees  to  exer- 
cise the  independent  thinking  he  himself  was  trained  in.  "If  I 
am  not  capable  your  job  is  to  force  me  to  resign,"  he  says  he 
told  them  and  shareholders  as  well.  If  he  was  really  listening  at 
Chicago,  he'll  mean  it.  —Benjamin  Fulford 
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Picking  a  stock  takes  more  than  seeing.  It  takes  understanding.  Who  is  this  company?  Where  are  they  k 
going?  Janus  finds,_jue^ning  in  the  reports,  data  and  figures.  Then  gets  behind  the  numbers.  Checks  out 
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Janus  Fund  2 


Janus  2,  a  new  diversified  moderate-risk  growth  fund  in  search 
of  the  world's  best  companies.  Launched:  December  29. 2000. 


^nd  principal  valae  viil  iiuctuais  and  .futid.  shares,  when  redeemed,  mav  be  worth 
neir  original  cosx.  The  Fund  U  designed  for  iong-term  investors  who  cart  accept  the 
'  :K^  c:  liTitsUi.^  in  potential!;,  vciatiie  wcsirilies  such  2S  foreien  seciirities.  derivati-.e  insiruir.enrs. 


the'  leads.  Putting  together  the  big  picture  from  the  little  details  that  tell  the  story  of  a  company's  past. 
And  maybe  its  future.  When  it  comes  to  finding  opportunities  for  ygtjr  money,  Janus  crocks. the  code;- 
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Worsll 


America's 


Uriine? 

We  scoured  tons  of  data  on  canceled  flights, 
lost  luggage,  staff  rudeness  and  more  to  find 
which  carrier  is  worst  at  what.  And  the  loser  is... 


...  America  West.  Even  in  an 
industry  rife  with  screwups, 
crummy  service  and  dissembling,  America 
West  stands  out  as  a  paragon  of  badness.  It 
ranks  v^orst  in  customer  complaints,  worst 
in  lost  luggage,  worst  in  cabin  comfort  and 
next-to-worst  in  on-time  performance.  It 
has  one  thing  going  for  it:  In  denied  board- 
ings (bumping  ticketed  passengers  because 
a  flight  is  oversold),  it  is  somewhat  less  bad 
dian  the  average  airUne. 

To  its  credit,  this  beleaguered  carrier, 
"ounded  in  1983  by  former  Continental  ex- 
ecutive Michael  Conway  and  Phoenix  ac- 
;ountant  Edward  Beauvais,  is  the  only  air- 
ine  to  become  a  major  player  among  150 
startups  formed  after  the  airlines  were 
deregulated  in  1978.  But  America  West's 
'debits"  are  daunting  (see  box,  p.  112). 

The  FAA  slammed  it  with  a  $5  million 
ine  in  1998  for  maintenance  violations,  the 
argest  such  fine  ever  levied.  Am  West  later 
)aid  a  reduced  amount  ($2.5  million),  set- 
ling  charges  that  included  flying  41,000 
lights  using  17  planes  that  were  overdue  for 
tructural  inspection. 

The  Am  West  scrapbook  includes  some 
ioozies.  The  carrier  has  stranded  Bruce  Bab- 
)itt  and  broken  stewardesses'  legs  (in  an  on- 
board mishap).  It  has  belitded  a  blind  woman 
ind  engaged  in  behavior  that  some  passen- 
gers deem  to  be  racial  profiling.  In  one  inci- 
dent of  air  rage  the  perpetrator  was  found  to 
5e  an  America  West  pilot,  traveling  off-duty. 

Yet  Am  West  is  only  the  worst  in  a  field 
;rowded  with  incompetence.  The  major 
arriers  have  turned  business  travel  into  an 
nescapable  evil — a  hair  shirt  with  wings, 
fou  call  an  airline  and  are  told  your  flight 


will  take  off  on  time,  only  to 
arrive  at  the  airport  and  be 
kept  waiting  for  hours.  The  food  is  awful, 
when  you  can  get  any,  and  thousands  upon 
thousands  of  bags  are  misplaced  or  lost  (see 
"Baggage,"  p.  108).  Airline  seats  seem  de- 
signed for  stick  figures  (see  "Comfort," 
p.  110).  Complain  about  any  of  this  and 
you  risk  arrest  (see  box,  p.  106). 

Statistics  on  poor  performance  under- 
state reality.  What  looks  bad  actually  is 
worse.  Carriers  have  four  ways  of  defining 
when  a  jet  leaves  "on  time";  one  way  logs  a 
flight  as  punctual  even  if  it  sits  for  hours  on 
the  tarmac  (see  "On  Time,"  p.  115).  In 
1999,  under  pressure  from  Congress,  the 
airlines  made  new  "customer  service  com- 
mitments," but  most  don't  go  beyond  what 
the  law  already  requires.  Prompt  refunds? 
They've  been  mandated  for  two  decades. 

Relief  won't  come  soon.  Many  prob- 
lems are  intractable:  too  few  runways,  too 
few  airports,  too  many  flights,  outdated 
technology  for  air  traffic  control.  The  best  a 
business  traveler  can  do,  for  now,  is  to  plot 
defensively.  Toward  that  end  we  have  iden- 
tified which  airlines  are  worst  at  what.  If 
lost  bags  push  you  over  the  edge,  read  on 
and  you'll  know  which  carrier  to  shun. 

By  our  measure,  America  West  is  worst 
overall  (see  "Methodology,"  p.  115),  but 
your  own  weighting  might  be  different.  Go 
online  to  www.forbes.com/airlines,  and  an 
interactive  version  of  these  rankings  will  let 
you  define  your  own  worst  (and  best)  car- 
rier. Key  in  your  priorities — comfort  over 
complaints,  or  on-time  arrivals  ahead  of 
baggage  handling.  Expanded  charts  rank  all 
ten  carriers  in  each  performance  category. 


ii[iivii:i4'< 

Based  on  five  criteria  — 
complaints,  lost  luggage, 
comfort,  denied 
boardings  and  on-time 
flights— America  West 
ranks  worst  among  the 
top  ten  carriers.  Its  score 
of  43.8  means  it  fared,  on 
average,  only  44%  as  well 
as  the  top  airline  in  each 
category  in  the  year 
2000.  Delta  ranks  best. 


AMERICA  WEST 

43.8 

Consistently  weak 
in  most  areas 

TRANS  WORLD' 

56.7 

Worst  at  honoring 
seat  reservations 

UNITED 

61.5 

Worst  at  getting  you 
to  your  destination 
on  time 

NORTHWEST 

70.5 

Average  in  most  areas 

CONTINENTAL 

70.9 

Best  at  getting  you 
to  your  destination 
on  time 

AMERICAN 

71.9 

Lost  a  lot  of  baggage 

US  AIRWAYS 

72.0 

Many  flight  delays 

ALASKA 

72.4 

Lost  least  amount 
of  baggage 

Fewest  complaints 
from  passengers 

DELTA 

76.3 

Best  at  honoring 
seat  reservations 


'Acquisition  by  American  pending. 

Sources:  Air  Travel  Consumer  Report; 
U  S  Department  of  Transportation: 
Office  of  Aviation  Enfoi cement  Proceedings: 
BACK  Aviation  Solutions. 
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AMERICA  S  WORST  ftIR L I N E2L 


WORSI 


AMERICA  WEST 


SOUTHWEST 


Almost  1,500  people  filed  complaints  against 
America  West  last  year— the  highest  rate  in  the 
industry.  Only  338  lodged  gripes  against 
Southwest  (lowest). 


2  Never  mind  all  the  horror  stories  you  hear 

;  about  United,  plagued  in  the  past  year  by 

^  weather  delays,  pilot  slowdowns  and  night- 

;  marish  news  footage  of  stranded  moms 

2  and  toddlers  napping  on  linoleum.  Day  in 

Z  and  day  out,  America  West  has  angered 

Z  more  of  its  passengers  in  more  ways  than 

Z  any  other  carrier. 

"  On  a  volume-adjusted  basis,  AmWest 

-  ticks  off  16  times  as  many  people  as  best- 
Z  performer  Southwest  (and  twice  as  many  as  the  industry 
;  average).  Ecomplaints,  which  collects  and  analyzes  con- 
Z  sumer  complaint  data,  says  disgruntled  AmWesters  are 
:  more  likely  than  other  travelers  to  switch  carriers — per- 
Z  manently.  It  also  notes  that  there  may  be  20  fuming  fliers 

-  for  every  one  that  bothers  to  complain  in  writing. 
2  AmWest  almost  goes  out  of  its  way  to  cultivate  rocky  re- 
;  lations  with  its  work  force,  and  employee  bile  poisons  every 

I  Seething  on  a  Jet  Plane 


public  interaction.  A  senior  executive  at  a  rival  airline  says 
has  never  seen  a  carrier  whose  approach  to  workers  was 
confrontational.  "Employees  feel  they're  being  used,"  he  sa 
"It's  tough  to  get  them  to  win  one  for  the  Gipper." 

AmWest  is  the  kind  of  employer  that  fires  people  < 
Christmas  Eve  (500  technicians  in  early  I 
cember  1995).  It  took  nearly  five  years  to  r 
gotiate  a  first  contract  with  flight  attendan 
Pilots,  in  a  fit  of  pique,  deliberately  flew  t 
traordinarily  fast  to  burn  extra  fuel.  Arrivi 
early  at  their  destinations,  they  would  cir 
to  kill  time.  This,  says  a  former  AmWest  t 
ecutive,  was  standard  practice. 

The  customers  aren't  any  less  bitter. 
1998  Sherry  Layne  of  Glendale,  Ariz.,  whc 
blind,  was  returning  home  from  Baltimo 
She  was  booked  in  first  class,  but  a  rowmate  objected  to  her  S< 
ing  Eye  dog.  AmWest  should  have  required  the  uncooperat 
passenger  to  relocate,  but  instead  it  stuck  Layne  in  the  last  r< 
of  coach.  When  she  complained  to  airline  chief  William  Fran  m- 
an  assistant  responded:  "Our  personnel  were  able  to  accoi§ 
modate  you  on  that  flight.  I'm  disappointed  you  feel  this  cc 
stitutes  a  violation  of  your  rights."  The  Department  of  Trai 
portation  disagreed  and  issued  a  fine  (later  waived). 


Jfll^  tep  aboard  a  plane  and  you  may 
as  well  wave  good-bye  to  your 
rights— especially  the  right  to 
^       gripe.  On  a  jet,  the  captain's 
word  is  law.  Lives  are  at  stake,  so  there 
isn't  time  for  due  process.  If  the  captain 
says,  "Clap  him  in  irons,"  you  are 
clapped.  Eight  major  carriers  issue 
handcuffs  to  flight  attendants. 

Last  year  the  airlines  had  266  peo- 
ple arrested  in  air-rage  incidents.  The 
FAA  has  raised  the  maximum  fine  in 
such  cases  to  $25,000  from  $1,100.  Yet 
as  flying  gets  worse,  it  is  difficult  to 
separate  safety  from  abuse  of  power. 
Run  afoul  of  the  wrong  flight  attendant 
and  you  can  get  into  trouble. 

On  a  flight  from  New  York  to  De- 
troit last  year,  Robert  Larocca,  an  in- 
surance broker,  and  a  friend  were 
twice  warned  by  a  flight  attendant  not 
to  break  the  rules.  First,  Larocca's 
buddy  was  told  to  put  away  his  cell 
phone,  then  Larocca  was  told  to  sit 
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down  while  the  seat  belt  sign  was  on. 
The  two  men,  traveling  with  clients, 
complied,  he  says.  But  upon  landing, 
the  attendant  stopped  him  as  he  left 
the  plane  and  told  him  he  was  being 
"detained."  While  other  passengers 
filed  by,  the  stewardess  scolded  him: 
"See  what  happens  when  you  don't 
pay  attention?"  "It  was  humiliating," 
Larocca  says.  He  has  sued  Northwest 
for  wrongful  detainment  and  for  dam- 
age to  his  reputation. 

When  an  American  Airlines  jet  set 
to  leave  Chicago  sat  on  the  runway  for 
almost  three  hours,  a  Wall  Street  ana- 
lyst onboard  demanded  the  plane  re- 
turn to  the  gate  to  let  him  off.  He  says 
he  rang  his  call-button  repeatedly  but 
never  left  his  seat  and  didn't  threaten 
anyone  or  use  profanity.  The  plane 
taxied  back  to  the  gate,  where  the 
cops  carted  him  away. 

"They  took  me  to  a  police  station  at 
the  airport  and  arrested  me  for  disor- 


derly conduct,"  he  says.  They  removed 
his  belt  and  shoelaces  and  locked  him 
in  a  cell.  Twelve  hours  later,  with  the 
help  of  a  lawyer,  he  was  released.  To 
settle  the  case,  he  agreed  to  apologize 
Quieter  and  wiser  now,  he  says,  "The 
worst  thing  you  can  do  is  complain, 
particularly  in  flight.  They  overreact. 
They  treat  every  case— even  reason- 
able complaints— as  air  rage." 

And  they  note  it  in  your  "perma- 
nent record."  More  than  a  year  ago 
Mary  Schiavo,  a  former  inspector  gen 
eral  of  DOT,  was  at  Reagan  National 
Airport  in  Washington  rebooking  a 
canceled  US  Airways  flight.  After  a 
two-hour  wait  in  line,  Schiavo  saw  an- 
other passenger  scream  and  pitch  a 
fit.  A  counter  agent  told  her  the  tirade 
was  entered  into  a  computer  to  log  it  ii 
the  protester's  customer  file.  "The  car 
riers  are  fighting  back,"  Schiavo  says. 
"Sometimes  it's  justified— and  some- 
times it's  not."  —Michael  Kat. 


OUR  SECURITY  SOFTWARE 
ROTECTS  «3ftl,  SLflS,  AND  tilia 


'd  tell  you  who  some  of  our  major  clients  are,  but  they  might  have  us  killed.  Suffice 
b  say,  they're  people  for  whom  secrecy  is  paramount.  And  they  wouldn't  settle  for 
'thing  but  the  best  security  software.  That's  why  they  turn  to  us.  But  they're  not  the 
y  ones.  Many  of  the  largest  companies  on  Earth  depend  on  us  for  their  authentication, 
horization,  and  administration  security.  That's  how  we  got  to  be  the  world's  largest 
jsiness  security  software  provider  Every  day,  our  software  protects  millions  of  users, 
luding  billions  of  dollars  in  wire  transfers.  And  we've  been  in  the  business  for  25 
irs.  The  way  we  see  it,  if  you  don't  have  the  best  security,  you  don't  really  have  any. 


Computer  Associates^ 
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01  Computer  Associates  International,  Inc.  (OA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 
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I   Lu^age  Limbo 

;  he  major  airline  hubs  of  the 
South  aren't  more  than  a  day 
away  from  Scottsboro,  Ala. 
Travelers  headed  for  Atlanta  or 
Memphis  might  pass  through  this  cozy 
town  along  the  Tennessee  River  without 
even  realizing  it.  In  town  is  a  50,000- 
square-foot  store  hawking  everything 
from  snowboards  to  jeans— and  loads  of 
luggage,  all  of  it  preowned. 

This  is  the  Unclaimed  Baggage 
Center.  Each  year  100,000  bags  on 
U.S.  carriers  are  misplaced,  misrouted 
or  abandoned  and  never  reunited  with 
their  owners.  Most  of  them  end  up 
here,  where  the  proprietors  thrive  on 
the  pain  and  suffering  of  passengers 
and  suitcases  separated  at  berth. 

The  center,  opened  in  1970  by  one- 
time insurance  salesman  Doyle  Owens 
and  now  run  by  son  Bryan,  buys  way- 
ward bags  in  bulk,  regardless  of  what 
treasures  might  lie  inside,  and  resells 
them— and  their  contents— for  what- 


ever it  can  get. 

Carriers  manage  to  recover  98%  of 
all  lost  bags  within  five  days  and  return 
them.  "They  do  a  yeoman's  job  of  track- 
ing down  owners,"  Bryan  Owens  says. 
That  still  leaves  plenty  of  business  for 
him.  Besides  most  of  the  big  U.S.  air- 
lines, a  few  international  carriers  and 
bus  companies  feed  his  store.  He  bids 
on  unclaimed  cargo,  too.  Each  day 
7,000  new  items  land  on  his  shelves. 

Last  year  800,000  shoppers  came  to 
the  three-story  outlet,  which  has  a 
concierge  service,  a  cafe  serving  Star- 
bucks and  a  nursery.  It's  the  ultimate 
garage  sale.  Price  tags  dangle  from  crates 
of  used  cell  phones  and  Palm  Pilots, 
racks  of  suits  and  bins  of  new  toiletries. 

Stained,  torn  or  ruined  goods  make 
their  way  to  charity  or  the  trash.  Porn, 
cult  paraphernalia  and  other  "morally 
objectionable"  items  are  discarded. 
Some  items  truly  are  one  of  a  kind:  a 
suit  of  armor,  a  trunk  filled  with  Versace 


dresses  straight  off  the  runway  and  a 
41-carat  emerald,  appraised  at  $29,500, 
that  sells  for  half  that.  One  suitcase  held 
a  burial  mask,  a  mummified  falcon  and 
other  Egyptian  artifacts,  all  of  which  ul- 
timately were  sold  by  Christie's  at  auc- 
tion. "If  that  bag  could  talk,  it'd  have 
quite  a  story  to  tell,"  Owens  says. 

Can't  make  the  trip  down  South? 
Troll  for  bargains  on  hard-to-sell  items 
like  snowshoes  and  eyeglasses  at  the 
center's  Web  site  (www.unclaimedbag- 
gage.com).  But  don't  bother  racing  to 
Scottsboro  in  search  of  that  antique 
brooch  inherited  from  Aunt  Tilly  and  lost 
long  ago  en  route  to  some  faraway  loca- 
tion. Chances  are  it  already  has  been 
snatched  up  for  a  song,  another  hapless 
casualty  of  flying  the  unfriendly  skies. 

Advice  to  travelers:  Since  tags  fall 
off,  put  a  business  card  inside  your 
bags,  including  the  ones  you  think  you 
won't  have  to  check. 

—Lea  Goldman 
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AMERICA  WEST 


ALASKA  AiRLINI 


America  West  lost  the  bags  of  130,000 
customers  last  year.  Its  baggage-losing  rate 
was  80%  more  than  that  of  Alaska  Airlines. 


Consider  the  vasttiess:  Last  year  2.7  mil- 
lion passengers  on  the  top  ten  airlines 
arrived  at  their  destinations,  but  their 
luggage  didn't.  And  in  about  100,000 
cases,  the  bags  were  lost  forever.  Sounds 
like  an  awful  lot  of  luggage  limbo,  but 
the  top  ten  airlines  "mishandled"  bags 
just  5.3  times  per  1,000  passengers  last 
year,  on  average.  America  West's  screw- 
up  rate  was  6.6;  that  of  Alaska  Airlines, 
the  best  performer,  was  a  mere  3.7. 
Some  98%  of  misplaced  luggage  is 
returned  within  five  days,  but  that 
doesn't  help  the  business  traveler  on  a 
three-day  trip. 

Sometimes  employee  theft  is  a  factor.  One  test  of  a  con- 
cealed camera  in  the  cargo  hold  of  an  airliner  found  167  in- 
stances of  luggage-pilfering  in  41  days,  says  Thomas 
McLaughlin,  chief  of  Motion  Reality,  which  makes  the  sur- 
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veillance  system.  "We  photographed  a  pair  of  guys  in  Miar 
who  can  go  through  a  bag  every  eight  seconds,"  he  says. 

The  biggest  factor  in  misrouted  luggage,  however,  is  she 
— — — — ^—  volume.  "You  know  how  your  plum 
^^1^^  ing  sometimes  gets  backed  up?"  says 

^H|^B  plaintive  Francis  Larkin,  spokesm; 

VV^^JRHfc  for  the  International  Association 
Machinists,  which  includes  bagga 
handlers  among  its  members. 

Aarre  Laakso,  a  consultant  in  S; 
Diego,  took  an  America  West  jet 
New  York  for  a  big  meeting  the  ne 
morning,  only  to  arrive  and  learn  1 
bags  were  missing.  "I  had  to  go  to  t 
executive  suite  dressed  in  torn  jea 
and  a  stained  shirt,"  he  says.  Wor; 
America  West  lost  his  luggage  a  se 
ond  time,  on  a  flight  to  Boston. 
And  though  America  West  hails  what  it  calls  "the  mc 
sophisticated  baggage  tracing  system"  in  the  industry,  Laak 
couldn't  find  anyone  who  knew  how  to  use  it.  His  belongin 
finally  arrived  one  night  later.  "I  vowed,"  he  says,  "never  to 
America  West  again."  WiHUISlU^fll 
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This  is  how  the  average  Enterprise  infrastructure  looks  today;  a  sea  of  data,  data  sources  and  applications.  Integration  is  minimal, 
lergies  are  few.  Inefficiencies  abound.  Imagine  a  new  kind  of  infrastructure.  Built  on  the  Internet.  Available  to  all.  But  customized  to  the 
ividual.  Secure.  Reliable.  Inclusive.  An  infrastructure  where  everyone  can  freely  access  the  information 
y  need  from  wherever  they  are  -  regardless  of  the  data  source  or  application. 

This  is  the  vision  of  the  Sybase  Enterprise  Portal.  Find  out  more  at  www.sybase.com/portal  or  call 
00-8-SYBASE.  You  have  reason  enough  to  act  now.  Information  Anywhere" 


1  Sybase 


e  Sybase  Enterprise  Portal-  Because  everfikin^  works  fectter  Wkm  «»rcryt*iing  works  togetlier. 


ifioriement  of  or  affiliation  with  Sybase  should  be  implied  by  reference  to  the  above  product  or  company  names  or  trademarks.  ©2001  Sybase,  inc.  All  rights  reserved  All  trademarks  arc  tht  t^inpcrty  n*^  t^'cir  rc^ptctive  owners 


AMERiCfl  S  WORST  AIRLIMI?^ 


Long-legged  passengers,  rejoice:  American 
Airlines  has  spent  $70  million  to  remove  two 
rows  of  seats  in  coach.  That  amounts  to  as  much 
as  five  extra  inches  of  legroom.  What  was  the 
cost  in  revenue?  American  won't  say.  But 
spokesman  Dale  Morris  expects  long-term  gains 
to  more  than  compensate:  "We're  hoping  we  see 
a  return  from  repeat  business  if  we  provide  that 
kind  of  comfort."  (American  places  only  third  in  our  rating 
for  several  reasons,  including  the  fact  that  United  and  Conti- 
nental excel  in  overhead  storage.) 

If  only  other  carriers  were  so  generous.  The  typical  seat  in 


i  Can  You  Beat  the  System 


Legroom,  seat  width,  overhead  space- 
combine  them  and  America  West  ranks  worst 
among  major  carriers.  Much-maligned  United, 
for  a  change,  ranks  best. 


AMERICA  WEST 


Northwest's  economy  class  is  just  17.1  inches  wide  (narrowe; 
in  the  top  ten)  and  offers  a  scant  30.8  inches  of  legroom  in 
duced  to  30  inches  on  certain  DC9s).  One  in  ten  customers ; 
even  too  wide  to  fit  in  a  17-inch  seat. 

When  Robert  Volmer,  a  Washington,  D.C.  public  rela 
tions  executive,  boarded  a  Northwest  fligh 
from  San  Francisco  to  Memphis  last  July,  h 
was  surprised  to  see  that  only  half  of  his  sei 
was  available,  the  other  half  being  occupie 
by  spillover  from  a  400-pound  woman  (h: 
estimate).  He  asked  for  a  new  seat,  but  th 
flight  was  full;  to  switch,  he  was  told,  h 
would  have  to  pay  a  change  fee.  Northwe: 
eventually  rebooked  Volmer  (at  no  extra  cos' 
on  another  flight — but  one  that  left  12  hours  later.  Volmt 
remains  furious.  "I'm  a  platinum  flyer  with  over  100,00 
miles  a  year.  How  could  they  act  this  way  to  one  of  the 
best  passengers?" 


The  fight  between  travelers  and 
the  airlines  may  not  be  fair,  but 
the  little  guy  can  still  prevail. 
Heed  this  advice  and  you'll 
boost  your  odds  of  arriving  on  time,  still 
starched  and  ready  for  business. 

•  Learn  the  enemy's  language. 

To  gauge  the  likelihood  that  your  flight 
from  San  Francisco  to  Denver  will  take 
off  on  schedule,  do  this:  First  get  the 
aircraft  number  (different  from  the 
flight  number).  Call  the  carrier's  800 
line  and  say:  "I'm  on  flight  740  from 
S.F.  to  Denver.  Could  you  punch  up  the 
flight  information  system,  please,  and 
tell  me  what  my  aircraft  number  is?" 
(Let's  say  it's  36.)  You  then  say: 
"Thanks.  And  what's  its  status?"  If 
aircraft  36  is  currently  in  Tupelo,  Miss., 
you  now  know  the  plane  won't  get  to 
you  in  time.  Prepare  for  a  delay  or  book 
another  flight. 

•  In  a  delay,  ask  to  be  "240*11." 

Rule  240  is  an  old  regulation  that  still 
holds:  In  the  U.S.,  if  a  cancelation  or 
delay  is  the  carrier's  fault  (not  caused 
by  weather  or  a  labor  dispute),  the 
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airline  must  get  you  off  to  your 
destination  within  two  hours  of  the 
originally  scheduled  departure— even  if 
that  means  on  another  carrier,  in  first 
class,  at  no  extra  charge  to  you. 

•  Know  the  three-letter  code. 

Make  sure  your  bags  are  coded 
correctly.  Going  to  Baltimore?  The  code 
is  BWI.  not  BTM,  which  is  Butte,  Mont. 
KAN  isn't  Kansas  City,  it's  Kano,  Nigeria. 

•  Join  the  club. 

An  airport  club  gives  you  peace,  quiet 
and  a  cubicle  to  work  in.  For  $295  a 
year.  Priority  Pass  (prioritypass.com) 
gets  you  into  300  clubs  worldwide 
(about  half  in  the  U.S.).  Affiliates 
include  US  Airways,  Delta,  TWA  and 
Northwest.  American  Express  Platinum 
(also  $300)  gives  you  day-of- 
departure  access  to  Continental, 
Northwest  and  TWA  outlets. 

•  Never  go  back  to  the  counter. 

When  a  delay  is  announced,  drop  your 
bags,  grab  a  cell  phone  and  call  your 
airline's  800  number.  At  the  ticket 
counter,  scores  of  passengers  will  beg 


for  help  from  a  few  stressed-out 
agents.  But  on  the  phone,  dozens  of 
agents,  unharried  and  pleasant,  are 
waiting  to  help  you.  You  can  also  get 
notice  of  delays  via  your  pager,  phone 
or  palmtop.  Most  airlines'  Web  sites 
offer  instructions  on  how  to  do  this. 

•  E-ttckets?  Think  twice. 

When  a  flight  gets  delayed,  you  need 
flexibility— and  an  e-ticket  doesn't  offer 
it.  They  aren't  as  easily  transferable 
between  carriers  (they  can't  be 
"interlined,"  in  airline-speak).  While  the 
holder  of  a  paper  ticket  can  get 
rebooked  instantly  to  another  carrier, 
an  e-ticket  holder  must  wait  in  line  at 
the  original  carrier,  get  written 
authorization,  then  go  to  the  new  one. 
Stick  with  paper,  at  least  for  now. 

•  Don't  pull  rank. 

To  airline  personnel,  you're  just  another 
schlub  in  a  suit.  Get  nasty,  and  you'll 
get  yourself  arrested  (see  box,  p.  106). 
Instead,  commiserate.  Dogged 
ingratiators  have  even  been  known  to 
bring  cookies  to  share  with  flight  crews. 
Hey,  you  do  what  you  have  to  do.  —A.F. 


AMERICA  S  WORST  AIRLINE? 


I  A  Bad  Airline  Repents 


uch!  Last  year  America  West 
ranked  worst  in  complaints, 
I  comfort  and  mishandled  bags 
and  second-worst  in  on-time 
arrivals.  Douglas  Parker,  president  and 
chief  operating  officer,  is  expected  to 
succeed  William  Franke  as  chief  exec- 
utive next  year.  Parker  talks  about  how 
things  got  so  bad— and  why  they  are 
getting  better. 

What  went  wrong? 

The  fact  of  the  matter  is,  we  did  not 
run  a  good  airline  through  the  summer 
of  last  year.  When  we  were  growing 
10%  a  year  in  the  late  1990s,  we  did  not 
adequately  invest  in  infrastructure  or 
in  preventive  maintenance.  That 
caught  up  with  us,  and  by  last  summer 
we  were  not  delivering  reliable  aircraft 
to  the  gate  at  the  time  of  departure. 

So  what  did  you  do? 

Starting  last  summer  we  took  strong 


corrective  measures,  spending  a  com- 
bined $20  million  to  double  our  num- 
ber  of  spare  aircraft  from  four  to  eight 
and  hire  50%  more  mechanics.  We 
also  spent  $40  million  on  extra  spare 
parts  and  $5  million  to  hire  new  cus- 
tomer service  representatives. 

And  the  results? 

The  results  have  been  dramatic.  We 
had  a  nice  improvement  in  each  of  the 
past  four  months.  Since  July  of  last 
year  we've  had  a  70%  drop  in  passen- 
ger complaints,  we've  decreased  by 
two-thirds  the  number  of  flights  being 
canceled  every  day  due  to  mainte- 
nance, from  roughly  30  to  less  than  10 
(of  500  flights  daily).  And  what's  most 
important  is  getting  the  customers 
back,  which  we're  doing.  Last  fall  our 
load  factor  (the  percentage  of  filled 
seats)  was  falling,  while  the  industry 
average  was  stable.  Now  ours  is  ris- 


ing, while  the  industry  average  is 
falling.  [In  April  AmWest's  load  factor 
hit  75%,  the  highest  of  all  the  major 
airlines  that  month.] 

Any  of  your  flaws  not  your  fault? 

On-time  performance:  75%  of  our 
flights  go  in  or  out  of  Phoenix  Airport, 
whose  capacity  is  halved  when  there  is 
bad  weather.  In  February,  when  one 
out  of  every  four  days  was  a  bad- 
weather  day,  Phoenix  ranked  28th  out 
of  the  31  major  airports  in  terms  of 
delays.  In  bad  weather,  our  on-time 
record  there  can  drop  from  82%  to 
28%  of  flights. 

Whaf  s  next? 

Most  of  what  we  need  to  do  is  prove 
this  [rebound]  is  sustainable,  and 
ensure  that  we  have  continued 
progress.  In  2001  we  expect  to  be 
rated  in  the  top  half  of  the  industry. 

—John  Turrettini\ 


TWA  bumped  6,385  passengers  last  year  from 
overbooked  flights— a  denial  rate  twice  the 
industry  average  and  eight  times  that  of  Delta. 


:  Some  56,000  passengers  were  involun- 

E  tarily  bumped  off  flights  last  year  because 

:  carriers  sold  more  tickets  than  they  had 

:  seats  available,  the  DOT  reports.  That  rate 

2  (1.04  per  10,000  passengers)  was  up  18% 

:  from  1999.  More  than  a  million  passen- 

1  gers  were  bumped  voluntarily,  giving  up 
;  seats  in  return  for  freebies  or  cash  induce- 
:  ments.  Depending  on  the  duration  of  the 
:  delay,  involuntary  bumpees  can  get  as 
:  much  as  $400  in  compensation. 
:  The  airlines  overbook  because  many 
"  no-shows  fail  to  cancel  reservations.  But 
m  note  that  when  no-shows  have  nonrefundable  tickets,  carri- 

2  ers  don't  suffer:  They  can  sell  seats  twice.  Dean  Headley,  a 
E  professor  and  airline  expert  at  Wichita  State  University,  says 
2  double-selling  runs  as  high  as  three-fourths  of  the  seats  on 
E  some  flights.  And  if  passengers  overbook,  says  former  DOT 
:  Inspector  General  Mary  Schiavo,  now  a  lawyer  in  Colum- 
:  bus,  Ohio,  it's  for  a  reason:  Carriers  have  become  unreliable. 
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"The  poor  passenger  has  to  book  one,  two,  even  three  flighl 
in  order  to  protect  himself,"  she  says.  She  herself  recenti 
booked  three  flights  to  get  from  Columbus  to  Los  Angele| 
and  then  all  three  were  canceled. 

— On  Aug.  4,  2000  Jacqueline  Jackso  I 
then  36,  a  cosmetology  teacher  for  tlj 
Chicago  school  system,  was  ready 
board  a  4:45  p.m.United  flight  to  Atlanl 
from  O'Hare  when  she  was  told  til 
flight  was  oversold.  United  offered  h 
no  compensation  but  promised  to  g 
her  on  a  flight  four  hours  later.  Slj 
cabbed  it  home  (a  $60  ride)  and  then  r 
turned  ($60  more). 

Her  9  o'clock  flight?  Canceled. 
United  offered  to  put  her  on  a  Dell 
flight  at  7  the  next  morning,  so  she  weil 
home  again  ($60)  and  returned  ear 
the  next  morning  ($60),  only  to  have  Delta  tell  her  si 
needed  written  authorization  from  United.  By  the  time  si 
got  it,  the  Delta  flight  had  left.  She  caught  a  Delta  fligl 
seven  hours  later.  When  she  complained.  United  offered 
$150  gift  certificate.  She  rejected  it.  United  sweetened  i 
offer  to  $350.  She  took  it — then  joined  a  class  action,  whic 
is  still  pending.  M»HMiniJ4llf 


00 1  GM  Corp.  Buckle  up,  America!  «  1-800-950-2438  i  '  j.;  .    :  >         M  -.v-     ,  ;  ' 

buVe  inspired  by  the  heavens.  We're  inspired  by  the  structural  rigidity, 
'he  important  thing  is,  there's  inspiration.  Forget  the  breathtaking  scenery.  Get  into  a  Corvette® 

nvertible  and  you'll  discover  something  even  more  inspiring.  Namely,  the  way  it's  been  engineered  to  offer  an  unexpeaed  level  of  rigidity  in 
:onvertible.  For  instance,  we  house  the  drivetrain  in  a  structural  tunnel.This  stiff  backbone  allows  the  suspension  to  deliver  precise  handling 
d  a  smooth  ride.  It's  a  difference  you'll  notioe  immediately.  That  is,  if  you  can  pee|;your,  j^es  away  from  that  night  sky.  corvette.com 


Fujitsu  PC  Corporation's  Stylistic'"  3500  pen  tablet  gives  you  everything  you  need  to 
increase  mobility,  maximize  communications,  boost  productivity  and  streamline  business  ^^|^ 
processes — anytime,  anywhere!  The  Stylistic  3500  pen  tablet  is  the  world's  leading  Microsoft 
Windows"  pen-based  computer.  With  its  advanced  CPU 
architecture,  industry-standard  operating  systems,  and 
full  desktop  connectivity  with  an  available  docking 


TO 


Take  the  Power  of  Mobile 
Computing  into  Your  Own  Hands 
— ^Anytime,  Anywhere 


station,  the  Stylistic  3500  can  meet  both  large  and  small  business  needs.  Equipped  ior  indoor 
outdoor*  viewing  ease  and  loaded  with  processing  power.  Fujitsu's  small,  lightweight  pen  tablet 
gives  you  the  mobile  power  to  compete  and  win  in  today's  global  marketplace. 

The  Stylistic  3500  is  powered  by  an  ultra  low-voltage  Intel®  Celeron'^'^^  processor  500MHz. 

Fujitsu  PCs  use  genuine  Microsoft"  Windows* 
http://www.microsoft.com/piracy/howtotell 
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Celeron 


Fujilaj  a/td  ttie  Fujitsu  logo  are  registered  iradenwks  and  Stylistic  is  a  trademark  of  Fujitsu  PC  Capotation  Intel  and  ihe  .'.ntel  inside  Logo  are  regslered  trademarks  arxJ  Celeron  e  a  trademark  of 
Intel  CorporatKXi.  Microsoft  and  Windows  are  registered  trademarks  ol  Microsoft  Corporation.  All  other  trademarks  mentioned  fieran  are  the  otoperty  of  thetr  respectfwe  owners  'On  select  modete. 


wvwv.fujitsupc.q 
1-800-831-31 
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United  flights  arrived  on  schedule  only  61% 
of  the  time  last  year-and  299,000  flights 
ran  late.  Even  the  on-time  leader,  Continental, 
saw  22%  of  flights  get  delayed. 


1  1999  Floyd  Dean,  trapped 

board  a  Northwest  flight  waiting 
3  leave  Las  Vegas  for  Detroit,  got 
D  exasperated  by  the  lack  of  de- 
ent  food  that  he  bolted.  He  got 
ff  the  plane,  hailed  a  cab  and 
^ent  into  town,  where  he  had  a 
ite  to  eat.  About  90  minutes 
Iter  he  returned  to  the  plane, 
^hich  still  hadn't  taken  off.  It 
ouldn't  very  well  have:  Dean 
'as  its  pilot.  The  1 50  passengers 
ad  to  sit  and  wait.  (Dean  was 
iter  fired.) 

Last  year  28%  of  all  U.S. 
ights  were  delayed,  canceled  or 
iverted,  confounding  the  well- 
lid  plans  of  163  million  travelers.  Cancelations  ballooned 
1%  to  190,000.  The  industry  average  for  on-time  flights 
ropped  almost  four  points  last  year,  to  73%.  The  delays  got 
bit  longer — an  average  of  52  minutes.  Flights  waiting  an 
our  or  more  on  the  tarmac  (due  to  maintenance,  weather 
ad  all  other  factors)  swelled  13%  to  46,000.  And  in  the  ulti- 
late  nightmare,  79  flights  kept  customers  waiting  five  hours 
more,  better  than  double  the  year-earlier  mark. 

Depressing?  If  anything,  the  reality  is  even  worse  because 
le  definition  of  "on  time"  can  be  fudged.  Airlines  clock  de- 
irture  time  in  four  different  ways.  Some  mark  it  the  mo- 
aent  the  plane's  door  is  closed  and  the  brakes  are  released — 
/en  if  it  sits  for  another  hour.  Most  jets  have  a  computer  that 
^cords  this  moment,  and  it  reclocks  the  departure  time  if  the 
I  rakes  go  back  on  when  a  plane  doesn't  take  off.  But  some 
ilots  have  learned  to  fool  the  clock.  By  pulling  a  circuit 
reaker,  they  can  reset  the  clock.  A  flight  that  didn't  leave  for 
[iree  hours  can  be  logged  as  having  left  on  time. 

Arrival  times  also  can  be  manipulated  by  adding  time  to 
flight's  planned  duration.  To  offset  longer  ground  delays, 
■  irriers  have  expanded  the  time  allotted  for  major  routes, 
rom  1988  to  1997  the  scheduled  time  from  Atlanta  to 
in  Diego  increased  more  than  20  minutes;  between  PhOadel- 
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phia  and  New  York's  JFK,  the  time  span  grew  by  19  minutes 
and  35  seconds. 

United  customer  Lawrence  Lopez,  a  managing  director  at 
Silicon  Valley  Bank,  has  watched  his  travel  time  between  San 
Francisco  and  Los  Angeles  stretch  like  taffy  because  of  delays. 

"Going  to  L.A.  used  to  be  a  half- 
day  trip,"  he  says  wistfully.  "We 
used  to  do  it  all  the  time."  Now? 
"It's  a  day."  Of  United  he  quips: 
"I'll  say  this  for  them — their  de- 
lays are  very  consistent." 

Part  of  the  problem  lies  in 
infrastructure:  The  100  largest 
airports  opened  only  nine  new 
runways  from.  1995  to  1999,  only 
three  at  major  airports  (Dallas- 
Fort  Worth,  Philadelphia  and  Salt 
Lalce  City).  From  1980  to  2000  the 
number  of  passengers  flying  rose 
144% — ^yet  only  19  runways  were 
added.  Better  traffic-control  tech- 
nology could  help,  letting  more 
planes  share  pathways  in  the  skies. 
Meantime,  a  lawsuit  may  get  United's  attention. 

Kevin  Conboy,  a  Chicago  computer  salesman,  is  the  lead 
plaintiff  in  that  case.  Last  August  he  bought  a  ticket  two  days 
before  takeoff  for  a  United  flight  to  LaGuardia  in  New  York. 
On  the  day  of  departure  United  confirmed  that  his  flight  was 
on  time,  only  to  cancel  it  by  the  time  Conboy  arrived  at 
O'Hare.  He  had  to  rent  a  car,  drive  90  miles  to  Milwaukee 
and  hop  a  flight  to  Newark,  N.J. 

His  attorney,  Thomas  A.  Zimmerman  Jr.  of  Chicago,  con- 
cedes winning  will  be  tough.  The  Airline  Deregulation  Act  of 
1978  dictates  that  carriers  can  be  sued  only  for  breach  of  con- 
tract, not  fraud  or  negligence.  United's  "contract  for  carriage," 
implicit  in  a  ticket  purchase,  doesn't  obligate  it  even  to  oper- 
ate a  flight,  much  less  notify  passengers  of  delays.  Most  carri- 
ers' contracts  are  similarly  weaselly  and  noncommittal. 

Zimmerman  says  the  terms  are  meaningless.  "What 
United  is  saying  is  that  they  have  no  obligation  to  get  you 
from  Point  A  to  Point  B  at  the  time  you  have  a  reservation  to 
fly.  It's  essentially  a  contract  to  do  nothing."  If  a  judge  agrees, 
passengers  who  endure  delays  (for  reasons  other  than  an  "act 
of  God")  could  sue  for  expenses,  lost  profits  and  emotional 
distress.  Carriers  would  face  new  financial  incentives  to  make 
good  on  their  commitments.  — A.F 


Methodology  These  rankings  are  based  on  data  from  the  U.S.  Department  of  Transportation,  as  analyzed  by  Dean 
Headley  of  Wichita  State  University  and  Brent  Bowen  of  the  University  of  Nebraska  at  Omaha,  who  have  issued  Airline  Quality  Ratings 
since  1991.  The  statistics  are  weighted  to  reflect  concerns  of  business  travelers,  with  less  importance  assigned  to  mishandled  bags, 
for  example,  as  such  passengers  use  carry-ons  more.  BACK  Aviation  Solutions  provided  data  on  cabin  comfort.  —Robert  Stanfl 
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There  are  many  ways  to  feel  successful. 
Knowing  you'll  be  ready  for  retirement  is  one  of  them. 


Even  in  the  best  of  times  it  can 
be  difficult  to  know  if  you're  on 
track  to  a  successful  retirement. 
That's  why  a  plan  is  so  important. 

When  you  plan  for  retirement 
at  Fidelity  you  not  only  have  access 
to  a  wide  array  of  products,  but 
also  to  Fidelity  Retirement 
Consultants.  These  specialists  can 
help  you  evaluate  your  situation, 
identify  an  income  plan  or  asset 
allocation  strategy,  and  assist  you 


Fidelity 

Retirement  Solutions: 

Retirement  Consultants' 
Fidelity  Rollover  Express* 
Retirement  Income  Planning 
Fidelity  FundsManager  Program" 


in  putting  it  in  motion.  They  can 
even  help  you  create  a  plan  that 
accounts  for  tax  implications  and 
the  desire  to  leave  a  legacy. 

And,  of  course,  you'll  also  have 
access  to  the  online  tools  that  help 
you  track  and  chart  your  own 
financial  progress. 

If  you  want  to  make  the  most  of 
your  retirement,  call  us.  We  have  the 
service,  tools,  and  people  to  help 
you  see  yourself  succeeding. 


Fidelity 


investments^ 


1-800-FIDELITY  Fidelity.com/retire 

'Retirement  Consultants  are  associated  with  Strategic  Advisers,  Inc.  -  Fidelity  FundsManager  Program  is  a  service 
of  Strategic  Advisers,  Inc.  Account  minimum  of  $50,000  applies.  Investment  results  may  vary. 
Fidelity  Brokerage  Services,  Member  NYSE,  SIPC. 
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Prevention  Is  the  Best  Medicine 

-fnrtr.,r-  '-•■■i;'.-;,-!. 'hcs  first  step, 
g  appropriate  actions  to  acnieve  your  desired  re: 
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positive  mental  attitude,  a  healtny  diet  ana  ^ 

by  Cecily  Patterson 


ADVERTISEMENT 


With  all  the  market  fluctuations 
of  the  past  18  months,  investors' 
questions  about  how  much  they 
should  have  invested  in  the  stock  market  have 
increased  as  their  portfolios  have  declined. 


Now  apply  those  same  principles  to 
your  financial  health.  Individual  responsi- 
bility? As  defined  contribution  plans  have 
replaced  defined  benefit  plans  in  the  last 
few  decades,  it  has  become  imperative 
that  most  Americans  take  personal 
responsibility  for  their  financial  welfare. 
Taking  appropriate  actions  to  achieve 
desired  results?  Construct  and  implement 
an  overall  financial  plan  that  includes 
retirement  planning  as  one  of  its  subsets. 
Apply  a  positive  mental  attitude  (educat- 
ing yourself  to  make  informed  choices 
helps  here),  a  healthy  diet  (diversification 
among  asset  classes)  and  exercise 
(annual  rebalancing),  and  you're  on  the 
road  to  optimum  financial  health  as  well. 

Choosing  a  Financial  "Doctor" 

Selecting  a  financial  adviser  is  not  unlike 
choosing  a  doctor.  When  you're  concerned 
about  your  personal  health,  you  probably 
ask  trusted  friends  and  relatives  for  rec- 
ommendations. "Who  is  the  best  internist 
in  town? The  best  cardiologist?"  The  same 
rigorous  standards  you  use  to  find  the  right 
doctor  also  should  apply  to  your  search  for 


a  financial  adviser.  "It  takes  time  to  find  the 
right  person  to  meet  your  financial  planning 
needs,"  says  Dan  Vacca,  Director  of  Finan- 
cial Planning  at  Morgan  Stanley.  "It's  impor- 
tant to  choose  someone  who  will  help  you 
set  up  a  comprehensive  financial  plan,"  he 
stresses.  "An  adviser  needs  to  understand 
all  of  your  investable  assets,  not  just  those 
you've  earmarked  for  retirement.  At 
Morgan  Stanley  we  always  ask,  'Who  do 
you  love?  How  do  you  want  to  take  care  of 
them?'  Your  adviser  needs  to  know  about 
your  real  estate,  business  interests,  liabili- 
ties, goals  and  dreams." 

Neglecting  even  one  of  these  categories 
could  skew  your  entire  plan.  "You  may 
ignore  certain  issues  if  you  focus  only  on 
retirement  planning,"  Vacca  says.  "Cash 
management  and  estate  planning  are  part 
of  an  overall  plan  as  well."  Vacca  points  out 
that  many  affluent  investors  don't  feel  the 
need  to  worry,  particularly  about  funding 
their  children's  education,  for  example. 
"The  point  is  not  that  an  investor  has  saved 
enough  money  to  pay  for  an  education  at  a 
great  school,"  he  says.  "Investors  should 
also  consider  the  most  tax-advantaged 


ways  to  fund  th 
educations." 
Vacca  cites  as  another  example 
vestors  who  may  recently  have  rolled  c 
funds  from  a  401  (k)  to  an  IRA.  In  20 
IRA  assets  outstripped  401  (k)  asset 
value,  which  created  many  instant  r 
lionaires  in  need  of  advice.  "We  deve 
many  financial  plans  for  investors  in  j 
that  situation,"  Vacca  says.  "What  die 
often  don't  understand  is  that  they  n< 
to  have  a  plan  in  place  that  will  give  th 
a  raise  each  and  every  year.  They  r 
need  to  ultimately  double  or  triple  t\ 
incomes  during  retirement."  Vacca  u 
the  postage  stamp  as  an  example.  "' 
cost  of  postage  stamps  has  tripled  si 
the  Seventies,"  he  says.  "You  m 
remember  inflation  when  you're  planr 
for  retirement.  You  don't  want  to  thr 
everything  into  CDs  or  fixed  inco 
investments.  The  power  of  the  finan 
plan  becomes  absolutely  clear  when 
show  someone  that  they  are  going  to 
out  of  money  when  they  are  78  years  c 

Planning  in  Retirement 

Todd  M.  Cleary,  director.  Financial  P 
ning  Services,  T  Rowe  Price,  agrees.  " 
m.ay  be  able  to  get  away  with  mini 
planning  when  you  are  accumulai 
funds,"  he  says,  "because  it's  automa 
With  dollar-cost  averaging,  the  mone 
automatically  withdrawn  from  your  f 
check,  and  if  you're  properly  diversif 
you  just  sock  it  away.  But  if  you  d' 
create  a  plan  for  the  distribution  phas  Byg 
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MorganStanley 


'e's  advice.  And  there's  advice  backed  by  75  years  of  experience.  14,000  Financial  Advisors.  And  the  world's  best  research  team.  Don't  settle 
liust  any  financial  infornnation.  Get  the  right  information.  Get  well  connected. 

'  gan  Stanley  Dean  Witter  is  now  Morgan  Stanley. 

)Ve  your  money,  visit  morganstanley.com  or  call  1-8M0RGAN-N0W. 

V  -jikI  V^ell  Connected  ate  "-ervice  ni'irks  of  Morgan  Stanley  Dean  Witter  i  Co,  Services  iire  olfered  tliroiisli  Morg.in  Stanley  DW  Inc.  and  Morgan  Slanlsv  &  Co.  Incorporated.  memberF.  SIPC.  '©2001  Mrjfgan  Stanley  DW  Inc 
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As  investors  move  from  the 
accumulation  phase  of  retire- 
ment into  the  distribution 
one,  there  is  a  definite  need 
to  rearticulate  goals  and  plans 


your  life  —  when  you're  retired  —  there 
can  be  a  significant  cost." 

Cleary  cites  old  "rules  of  thumb"  that  no 
longer  apply  to  today's  retiree,  who  has 
nnuch  more  in  mind  than  sitting  on  the 
porch  in  a  rocking  chair.  "When  you  are  a 
young  investor,  you  may  say,  'I'm  going  to 
spend  70%  of  my  earnings  when  I  retire.' 
But  when  you  are  approaching  retirement 
and  transitioning  into  that  phase,  those 
rules  don't  cut  it  anymore.  So  many  things 
have  changed  about  your  spending." 

This  is  the  time,  Cleary  says,  when 
investors  should  throw  out  the  rules  of 
thumb  and  start  pushing  a  pencil.  "If  you 
can  be  as  specific  as  possible  about  what 
you  think  your  spending  will  be,  you  will 
be  able  to  visualize  your  retirement  much 
more  clearly."  He  adds  that  in  the  world 
of  investing,  Am,ericans  cannot  control 
what  happens  m  the  market.  They  cannot 
control  interest  rates.  What  they  can  con- 
trol, he  stresses,  is  their  saving  and 
spending.  "You  can  manage  that  with  a 
diversified  portfolio,"  he  says.  "That's 
where  you  can  exert  control,  and  that's 
where  your  energy  should  be  directed." 


Different  philosophies  apply,  Cleary 
says,  depending  upon  which  phase  of  life 
you  are  in.  "Accumulation  is  about  getting 
rich,"  he  says,  "while  distribution  is  about 
not  getting  poor."  Cleary's  experience 
shows  him  that  retirees  who  lose  money 
feel  the  loss  much  more  painfully  than 
those  who  are  still  saving.  "Depending  on 
your  perspective,"  he  says,  "the  peaks 
and  valleys  of  the  financial  marketplace 
have  different  meaning.  Accumulators 
say,  'Here's  my  chance  to  buy  at  lower 
prices.'  Distributors  don't  have  that  luxury, 
since  they  are  usually  selling  to  meet 
their  income  and  expense  needs.  Diver- 
sification helps  distributors  hedge  their 
bets  while  in  retirement." 

Diversification 

"This  is  an  excellent  time  to  talk  about 
asset  allocation,"  says  Joanne  Bickel, 
director.  Corporate  Projects,  TIAA-CREF. 

"For  us,  asset  allocation  in  retirement  has 
always  been  part  of  a  long-term  retirement 
goal,"  she  says,  "even  if  you're  nearing 
retirement.  You  need  to  continue  to  grow 
your  assets  even  after  you've  left  your  job." 


Adviser 

Ir  '  TIAA-CREF  n£ 
longevity,  mar 
risk  and  inflatior 
three  major  thre 
to  retirement  \a 
being.  "Those  three  r 
must  be  managed,"  s 
Bickel.  "We  manage  th 
by  looking  at  retirem 
planning  as  long-term  planning,  whet 
you  are  30,  45  or  55  years  old." 

With  all  the  market  fluctuations  of 
past  18  months,  investors'  questn 
about  how  much  they  should  have  inv' 
ed  in  the  stock  market  have  increasec 
their  portfolios  have  declined.  "Know 
your  proper  asset  allocation  is  re 
determined  by  how  much  equity 
should  have  in  your  portfolio,"  says  Bic 
"and  that  is  determined  by  your  risk 
erance."  Many  investors,  buoyed  by 
stock  market  gains  of  the  Nineties,  ne 
experienced  a  real  bear  market  until  t 
experienced  the  fluctuations  of  the 
year.  Suddenly,  "risk  tolerance"  may  h 
a  different  meaning.  "You  need  to  de 
mine  what  your  true  risk  tolerance 
Bickel  stresses,  "not  your  cocktail  p. 
risk  tolerance  or  your  gym  risk  toleran 
Investors  may  chuckle,  but  determir 
your  risk  tolerance  can  mean  the  dil 
ence  between  sleeping  poorly  at  m 
and  sleeping  well. 

"How  much  risk  you  can  really  tole 
truly  determines  the  amount  you  inve; 
equities,"  says  Bickel.  Applying TIAA-CI 
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Invest  with 
DISCIPLINE* 

VI  BASIC  VALUE  FUND.  At  AIM,  we  believe  discipline  creates  performance.  It's 
way  of  finding  undervalued  mid-sized  and  large  companies  with  the  potential  to  grow, 

5inesses  others  may  have  missed.  To  learn  more  about  this  fund,  or  any  other  AIM  Fund, 
,se  see  your  financial  advisor,  www.aimfunds.com 

FUNDS® 

The  idea  is  discipline.  The  purpose  is  performance.  The  name  is  AIM. 

Meinber  of  the  $370  Billion  AMVESCAP  Croup 


Due  to  recent  significant  market  volatility,  results  of  an  investment  made  today  may  differ  substantially  from  the  historical  performance  shown.  Call  your  financial 
idvlsor  for  more  current  performance.  Past  performance  cannot  guarantee  comparable  future  results.  Performance  of  other  classes  may  vary.  Investment  return  and 
orincipai  value  will  vary  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares.  Investing  in  mid-sized  companies  may  involve  greater  risk  not  associated  with  investing  in 
■nore  established  ones.  The  fund  participates  in  the  Initial  Public  Offering  (IPO)  market  A  significant  portion  of  the  fund's  returns  are  attributable  to  its  investment  in  IPOs,  which 
lad  a  magnified  impact  when  the  fund's  asset  base  was  relatively  small.  There  is  no  guarantee  that  with  a  larger  asset  base  the  fund  will  continue  to  experience  substantially 
limilar  performance  by  investing  In  IPOs.  CALL  YOUR  FINANCIAL  ADVISOR  for  more  complete  information  about  the  fund,  including  sales  charges  and  expenses,  fund 
xospectus  and  investor  guide.  Please  read  the  prospectus  carefully  before  investing  or  sending  money  Assets  under  management  as  of  3/31/01.  A I  M  Distributors,  Inc.  5/01 
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standards,  someone  who  tests  out  as  an 
aggressive  investor  should  invest  80%  in 
equities,  20%  in  two  other  asset  classes, 
like  real  estate  or  fixed  income  or  a  bond 
fund.  Someone  who  is  moderately  aggres- 
sive should  invest  65%  in  equities,  35%  in 
other;  someone  who 
is  moderately  conser- 
vative should  invest 
45%  in  equities,  55% 
in  other;  and  the  con- 
servative investor 
should  invest 
30%  in  equities, 
70%  in  other. 

"You  need  to 
have  a  portion  of 
your  funds  invested  in 
equities,  no  matter  how  con- 
servative you  are,  as  a  hedge 
against  inflation," 
she  notes.  On  the 
other  hand,  Bickel 
points  out,  there  are  aggressive  investors 
who  question  whether  they  should  have 
any  money  invested  outside  the  equity 
markets.  "Diversification  is  the  name  of 
the  game  going  forward,"  Bickel  argues. 
"Chances  are  you  will  get  almost  the 
same  return  if  you  are  80%  invested  in 
equities  or  if  you  are  100%  invested" 

The  Importance  of  a  Balanced  Portfolio 

"So  far,  2001  has  certainly  confirmed  that 
trees  don't  grow  to  the  sky,"  says  John 
Cooper,  Director  of  Retirement  Plans  for 
the  AIM  Management  Group.  "There  is  a 


lesson  to  be  learned  from  the  volatility  The  need  for  rebalancing,  points 

over  the  last  six  months,"  says  Cooper.  Cooper,  is  also  very  important.  "Perh 

"That  lesson  is  that  there  really  is  no  way  you  had  earmarked  40%  of  your  portf 

to  put  your  financial  plan  on  autopilot  and  for  growth  funds,  30%  for  large-cap  v< 

that  you  need  to  diversify  your  assets."  funds  and  30%  for  international  fur 

Cooper,  like  others  in  this  interview,  Your  growth  funds  may  have  escalate 

reiterates  the  need  to  work  with  an  80%  of  your  portfolio,  which  skews  v 

adviser  to  formulate  a  compre-  asset  allocation.  You  need  to  monitor  \ 


Though  annuities  have  often  bee 
regarded  as  the  black  sheep  of  ^ 
nvestment  family,  annuity  sales 
the  Nineties  moved  from  $12  billi 
a  year  to  almost  $137  billion  annua 
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,  hensive  financial  plan,  "You 

/  pick  an  adviser  the  way  you 

would  any  trusted  professional  like  your 
doctor  or  lawyer.  "You  need  to  find  some- 
one who  not  only  provides  you  with  first- 
rate  service,  but  also  represents  first-rate 
product." 

Cooper  points  out  the  amazing  amount 
of  information  available  to  today's 
investor.  "There  are  terrific  Web  sites,"  he 
says.  "There  are  talented  people  in  the 
media  providing  investment  commentary. 
Most  defined  contribution  plans  offer 
some  very  good  education  for  partici- 
pants. But  often,  all  this  information  can 
be  overwhelming.  Which  direction  should 
you  choose,  and  how  do  you  know  if  your 
assets  are  properly  allocated?" 


portfolio  the  same  way  you  monitor  \ 
health,  so  to  speak " 

As  investors  move  from  the  accum 
tion  phase  of  retirement  into  the  distr 
tion  phase,  there  is  a  definite  need  tc 
evaluate  goals  and  plans,  and  consL 
professional  adviser.  "Everything  c 
more  complex,"  says  Cooper.  "You  n 
to  determine  how  much  you  will  nee' 
receive  during  retirement  and  how 
should  invest  going  forward." 

Take  Two  and  Call  Me 

"We  feel  strongly  that  with  the  prolifera 
of  different  financial  mediums,  prodi 
and  services,  investors  need  help  sif 
through  the  reports,  conflicting  informa 
and  plethora  of  financial  communicati 


We  have  a  plan  that 
can  help  clear 


THE 


ADMINISTRATIVE  BURDEN 


OF  YOUR  COMPANY'S  401  (k) 


RIGHT  OFF  YOUR  DESK. 


IT'S  CALLED  THE  401  (k)  Century  Plan? 


One  of  the  main  objectives  of  every  com- 
pany wishing  to  estabhsh  a  401  (k)  plan,  or 
improve  upon  its  existing  one,  is  to  add  to 
the  employ- 
ees' benefits 

adding  to 

the  administrative  workload.  The  T.  Rowe 
Price  401(k)  Century  Plan  was  designed  to 
do  just  that  —  cost-effectively. 

This  comprehensive  plan  not  only  provides 
access  to  one  of  the  nation  's  most  respected 
families  of  100%  no-load  mutual  funds,  it 
also  relieves  you  of  most  of  the  administra- 
tive and  recordkeeping  tasks  other  plan 
providers  may  expect  you  to  perform. 

To  begin  with,  the  401  (k)  Century  Plan  is 
easy  to  set  up.  And  because  we  provide  one 
dedicated  plan  manager  to  service  your 
company's  administrative  needs,  you'll 
always  know  whom  to  call  lor  quick  and 
accurate  answers. 


We  also  provide  your  employees  with  effec- 
tive communications  materials  and  toll-free 
access  to  plan  specialists,  so  the  time  you 

spend  hav- 
ing to  deal 
with  the 
plan  is 

reduced  even  more  —  which  leaves  you  more 
time  to  run  your  business. 

To  learn  more  about  the  T.  Rowe  Price 
401  (k)  Century  Plan  and  how  it  can 
benefit  your  company 
and  your  employees,  call 
today  to  request  your 
free  information  kit. 

1-800- 831 -1447 


Invest  With  Confidence 

TRoweftice 


For  more  information,  including  fees,  expenses,  and  risks,  request  a  prospectus.  Read  it  carefully  before  investing.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor.  CEN0iy.f70 
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The  same  rigorous  standards 
you  use  to  find  the  right  doctor 
also  should  apply  to  your 
search  for  a  financial  adviser. 


that  continue  to  flood  the  nnarketplace  at 
an  ever-increasing  pace,"  says  Michael 
Beer,  vice  president  of  Individual  Market- 
ing, The  Principal  Financial  Group.  Beer  con- 
curs with  other  experts  that  now  may  be 
the  time  to  meet  with  a  financial  adviser  for 
a  preventative  checkup. 

"The  recent  turbulence  of  the  financial 
markets  points  out  to  some  investors  that 
they  may  have  been  stock-jockeying  a  bit," 
Beer  says.  "Perhaps  they  were  too  focused 
on  one  sector  of  the  market,  perhaps  they 
had  too  much  of  their  portfolio  invested  in 
company  stock  or  counted  too  heavily 


on  stock  options. 
They  may  be  regret- 
ting that  they  were  not 
more  diversified." 

Beer  also  believes  that  it  is  critical  to 
look  for  a  comprehensive  financial  plan- 
ner, one  who  advocates  a  long-term 
approach.  "You  need  to  look  for  someone 
with  a  good  track  record  in  the  business," 
he  advises.  "You  need  a  certain  comfort 
level  with  that  person.  He  or  she  needs 
to  be  someone  you  can  trust,  who  will  be 
there  when  you  make  changes  in  your 
life  and  your  financial  plan.  There  are 


of  fly- 
nighters  i 
there  who  j 
only  one  or  t 
products.  Inv6 
ors  need  to  Ic 
for  someone 
can  put  together 
almost  encyclopedic  picture  of  tH 
finances  and  help  them  implemi 
their  goals." 

Once  they  have  helped  you  develo 
plan,  advisers  at  The  Principal  advocat 
number  of  asset  allocation  mode 
depending  on  your  specific  —  and  true 
level  of  risk  tolerance.  Once  invest 
maximize  401  (k)  plans  and  invest  in  IR 
they  should,  if  possible,  continue  to  inv 
in  tax-advantaged  vehicles  that  will  a 
help  augment  a  retirement  portfol 
assets. 


Impact  of  Investment  Strategy  on  Maintaining  Retirement  Incon 


rnitial  Withdrawal  Rate* 

1 

1 

5% 

20  Years 

5% 

25  Years 

5% 

30  Years 

93%  97% 
79%  46% 
66%  8% 


"Represents  the  percentage  of  assets  withdrawn  the  first  year  of  retirement,  assuming  that  amount  increases  by  3%  annually  for  inflation 

"Reflects  the  probability  of  maintaining  the  withdrawal  rate  over  the  retirement  penod  based  on  500  possible  market  scenanos.  Source  !  Rowe  Pnce  Associates 


I  Probability  of  Success* 


Stock-dominated 
Portfolio  (80%  Sto 


Bond-dominatec 
rtfolio  (85%  Bon 


ETIREMENT        INSURANCE        MUTUAL  FUNDS        TRUST  SERVICES         TUITION  FINANCING 


activs. 
Term  Care. 


Who  wants  to  think  about  potential  health 
problems  when  you're  feeling  good?  But  the  truth 
IS,  an  estimated  60%  of  people  age  65  and  over 
will  require  long-term  care  in  their  lifetime.  And 
the  time  to  plan  for  those  rising  costs — up  to 
$46,000  per  year' — is  now,  when  you're  healthy 
and  coverage  is  most  affordable. 

Long-term  care  covers  a  broad  range 
of  medical,  personal,  and  social 
services  to  assist  you  with  every- 
day living — 


services  not  covered  through  basic  health 
insurance,  Medicare,  or  most  disability  plans.  And 
attempting  to  meet  these  expenses  out  of  pocket 
can  rapidly  deplete  a  lifetime  of  assets — costing 
the  financial  independence  you  and  your  loved 
ones  are  counting  on. 

Long-Term  Care  Insurance  is  available  from 
TIAA-CREF  Life  Insurance  Company,-  one  of  only  a 
handful  of  insurance  companies  to  have  earned 
Triple-A  ratings  from  all  four  leading  independent 
agencies.^  That's  important  because  you  want  a 
company  you  can  count  on  for  stability  and  finan- 
cial strength.  You  also  want  a  policy  that 
offers  comprehensive  low-cost 
coverage  with  the  flexibility  to 
receive  care  in  your  home. 
So  visit  us  at  www.tiaa-cref.org/ltc 
where  you  can  design  the  policy  you  want,  find 
out  your  premiums,  and  check  your  insurability — all 
online.  Or  call  us  at  1  800  223-1200.  But  do  it 
today — you'll  feel  good  about  it. 


Ti^      Ensuring  the  future  for 
j      those  who  shape  it. 


1  8  0  0  2  2  3  -  1  2  0  0   dept:  NPA 


www.tiaa-cref.org/ltc 


i  iiore  complete  information  on  our  securities  products,  call  1  800  223-1200  for  prospectuses.  Read  them  carefully  before  you  invest.  1.  Cost  of  nursing  tiome  care  from 
I  th  Insurance  Association  of  America's  Guide  to  Long-Term  Care  Insurance,  1999.    2.  Long-Term  Care  Insurance  is  underwritten  by  TIAA-CREF  Life  Insurance  Company 

'olicy  provides  no  cash  value  and  is  not  currently  available  in  all  states,  3.  Ratings  from  Standard  &  Poor's,  Moody's,  A.M.  Best  Co.,  and  Fitch  are  for  stability,  sound 
nents,  claims-paying  ability,  and  financial  strength.  •  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  and  Teachers  Personal  Investors  Services,  Inc.  di'^tribute 
.  ities  products.  •  Teachers  Insurance  and  Annuity  Association  (TIAA),  New  York,  NY  and  TIAA-CREF  Life  Insurance  Co  ,  New  York,  NY  issue  insurance  and  annuities, 

'A-CREF  Trust  Company,  FSB  provides  trust  services,  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed.  ©  2001  Teachers 
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Now  may  be  the  time  to 
meet  with  a  financial  adviser 
for  a  preventative  checkup. 
Look  for  someone  who  takes 
the  long-term  approach. 


Where  Do  Annuities  Fit  In?  One  reason 
Though  annuities  have  often  been  regard-  investors  may  be  turning  to  annu- 
ed  as  the  black  sheep  of  the  investment  ities,  he  suggests,  is  that  they  are  living 
family,  annuity  sales  in  the  Nineties  longer,  which  means  planning  for  a  retire- 
moved  from  $12  billion  a  year  to  almost  ment  that  could  possibly  span  more  than 
$137  billion  annually.  "Why  are  con-  30  years.  Annuities  are  one  way  to  hedge 
sumers  turning  to  this  product  in  such  against  depleting  retirement  resources, 
great  numbers?"  asks  Mark  Tally,  vice  The  number  of  households  with  assets 
president.  Phoenix  Home  Life,  "and  what  greater  than  $1  million  (excluding  a  pri- 
might  we  expect  in  today's  less-certain  mary  residence),  saysTully,  has  grown 
economic  times?"  from  1.2  million  in  1990  to  7.2  million  in 


Web  Address  Directoty 


AIM 

Morgan  Stanley 
Phoenix  Home  Life 
The  Principal  Financial  Group 
TIAA-CREFF 
T  Rowe  Price 


www.ainnfunds.conn 
www.nnorganstanley.conn 
www.phl.com 
www.principal.com 
www.tiaa-cref.org 
www.troweprice.com 


1999.  Highly  cc 
pensated  ir 
viduals  esf. 
cially  need 
continue 
look  for  wc 
to  grow  their 
tirement  asset 
they  are  to  maint 
their  current  lifestyle  once  tt' 
are  retired.  What  should  invest 
do  when  they  have  maximized  tf 
401  (k)s  and  made  a  yearly  contributior 
an  IRA?  Variable  annuities  are  one  opti 
"Americans  are  responsible  for  th 
own  retirement,"  says  Tully.  "Afflu 
investors  know  that  they  must  take  rr 
ters  into  their  own  hands  by  savi 
investing  and  determining  ways  to  s 
plement  their  retirement  income,  if  tl 
are  to  preserve  their  present  lifesty 
Variable  annuities  not  only  allow 
vestors  to  participate  in  the  equity  n 
kets  but  also  to  enjoy  growth  that  is 
deferred  until  the  money  is  withdra 
usually  at  retirement.  Like  mutual  fur 
variable  annuities  offer  a  wide  arra^' 
investment  options.  However,  un 
mutual  funds,  there  are  no  income  ta 
on  earnings  until  they  are  withdre 
from  the  annuity.  Investors  can  cha 
their  asset  allocation  at  any  time,  wl* 
allows  them  to  adapt  to  the  change 
the  marketplace.  "Properly  diversif 
annuities  can  help  you  protect  v 
money  from  market  declines,"  s 
Tully. 


WHEN  EMPLOYEES  ARE  HAPPY  WITH  THEIR  401  (k)  PLAN,  IT  SHOWS.  They  work  harder 
and  stay  with  you  longer.  We  should  know.  As  the  nation's  401  (k)  leader,  we've  been  helping 
growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years.  No  wonder  more 
companies  choose  The  Principal®  for  their  401  (k)  plans.*  Investment  options,  recordkeeping,  loan  services, 
plan  member  education  and  asset  allocation-we've  got  what  you  need,  plus  personalized  service  and  local 
support  to  make  the  process  easy.  What's  not  to  love?  If  you'd  like  to  hear  what  a 
401(k)  plan  from  The  Principal  can  do  for  your  employees,  call  1-800-986-3343  (ext.  80080). 
One  of  our  representatives  will  be  happy  to  help,  no  matter  what  you're  wearing. 
We    UNDERSTAND    WHAT    YOU'RE    WORKING  FOR^" 


Financial 
Group 


www.principal.com 


[iindustan  Lever  just  about  invented  the  market  for 
lersonal-care  products  in  India.  But  it  still  must 
lesort  to  all  kinds  of  antics  to  hang  on  to  it. 


lY  ANDREW  TANZER  WITH  CHANDRANI  GHOSH 

HOTOGRAPHS  BY  PABLO  BARTHOLOMEW  FOR  FORBES 

INDUSTAN  LEVER  HAS  DOMINATED  THE  SOAP 
business  in  India  for  decades.  So  when  its  share  of 
the  market  dropped  from  62%  to  60%  last  year,  the 
company  was  desperate  to  reverse  the  shde  as 
quickly  as  possible.  Western-style  soap  commercials 
id  cents-off  coupons  don't  suffice  here,  a  country  where  only 
alf  of  the  1  billion  residents  have  access  to  a  television,  and 
nly  37%  have  indoor  running  water.  Hindustan  Lever's  gim- 
lick:  sticking  4-gram  gold  coins  (worth  $30  apiece)  into  an 
ndisclosed  number  of  randomly  selected  bars  of  Lux  soap, 
Ivertising  the  event  on  TV  and  letting  word  of  mouth  take 
ire  of  the  rest.  In  this  impoverished,  gold-obsessed  country, 
lillions  of  people  bought  Lux  and  headed  for  the  nearest 
immunal  watering  hole.  In  Calcutta  residents  soaped  them- 
Ives  into  a  frenzy  in  the  Ganges  River.  The  outlay  for  buUion 
lid  off:  Lux  sales  last  year  surged  9%  to  $160  million. 

For  most  of  its  70-year  history  Hindustan  Lever  has  been 
)mpeting  not  so  much  against  other  brands  as  against  the 


possibility  of  doing 
without:  Some  people 
still  use  mud  for  soap 
and  twigs  for  dental 
care.  The  firm,  51.6% 
owned  by  the  Anglo- 
Dutch  giant  Unilever, 
earned  $280  million 
after  taxes  last  year  on 
revenue  of  $2.5  billion. 
Return  on  capital  was  a 
robust  65%  and,  with  a 
market  cap  of  $10  bil- 
lion, the  company  is 
the  most  valuable  listing  on  the  stock  exchange  in  Bombay, 
where  it  is  based. 

But  now  that  Hindustan  Lever  has  opened  up  the  market 
for  soap  and  detergent  in  India,  it  is  having  to  switch  gears  as 
a  growing  middle  class  becomes  pickier  about  the  brands  it 
buys.  "Every  time  you  think  you've  improved  something,  you 


On  display:  Lever  soaps  and  shampoos 
in  a  shop  near  Calcutta;  a  less- 
than-subliminal  message  to  motorists. 
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have  to  tear  it  up  and  improve  it  again,"  says  M.S.  (Vindi) 
Banga,  the  company's  chairman  for  the  past  year.  Procter  & 
Gamble's  Indian  subsidiary  recently  introduced  disposable 
sanitary  napkins,  and  Colgate-Palmolive's  subsidiary  leads  in 
the  toothpaste  market. 

So  creativity  is  in  order.  To  increase  awareness  of  its  Axe 
deodorant.  Lever  recently  sponsored  a  50-hour  dance 
marathon,  a  pretty  risque  event  in  this  conservative  country. 
It  also  threw  a  weeklong  fashion  show  in  what  it  hopes  will 
become  an  annual  event  for  its  upscale  Lakme  cosmetics,  a 
brand  it  bought  in  1998  and  is  starting  to  promote  through  a 
chain  of  franchised  beauty  parlors.  That's  a  highly  unusual 
move  for  a  company  that  moves  most  of  its  goods  through 
tiny  shops. 

Lever  tailors  some  marketing  messages  specifically  to  tele- 
vision-equipped urban  residents.  In  April  it  launched  a  new 
line  of  Sunsilk  shampoo  on  MTV  India,  promising  shiny, 
thick  hair.  More  treasure  hunts  are  in  store.  Hindustan  Lever 
is  now  hiding  coupons  in  thousands  of  packets  of  Rin  laun- 
dry detergent  that  can  be  redeemed  for  diamond-encrusted 
pendants. 

In  rural  areas — where  40%  of  people  live  in  houses 
made  from  mud  and  cow  dung — Lever  creates  giant 
Warholian  wall  paintings  that  feature  Lifebuoy  packaging 
as  art.  At  weekly  market  days,  rural  fairs  and  festivals  it  sets 
up  stalls  and  teaches  product  jingles.  It  dispatches  theater 
troupes  to  entertainment-starved  villages,  where  actors  put 
on  plays  that  are  written  by  the  company's  ad  agencies  and 
feature  copious  references  to  Lever  brands.  Residents  don't 


"Using  a  branded  product  is  a  clear  sign  seem  to  mind  th| 
you've  moved  up  in  life":  getting  the  point    obvious  commercij 

across  in  tiny  villages  and  big  cities.  , 

manipulation. 

Marketing  at  public  watering  holes  is  becoming  the  Irl 
dian  equivalent  of  sponsoring  a  U.S.  sports  stadium.  Hindil 
Stan  Lever  is  plastering  promotional  tiles  for  shampoo  anl 
soap  at  village  wells  and  hanging  tin  plates  with  ads  in  tre«l 
over  bathing  ponds.  Brands  carry  status.  In  many  rural  vil 
lages,  walking  around  with  a  bar  of  Lux  is  still  the  personal 
care  equivalent  of  pulling  up  in  a  Mercedes-Benz.  "Using 
branded,  advertised  product  is  a  clear  sign  you've  moved  u| 
in  life,"  says  Arun  Adhikari,  Hindustan  Lever's  executive  d| 
rector  for  personal  products. 

And  a  clear  invitation  for  P&G  and  Colgate  to  mo\| 
deeper  into  the  hinterlands. 


1 
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She  has  international 

isiness  facilities. 

But  her  hospitality 

i  is  distinctly  Indian. 


Bombay 
The  Taj  Mahal  Hotel 
New  Delhi 
Taj  Palace  Hotel 
New  Delhi 
Taj  Bengal 
Calcutta 
Taj  Coromandel 
Madras 

The  Taj  West  End 
Bangalore 

Other  properties  include 
Business  Hotels,  Palaces, 
Resorts  and  Retreats. 


She  is  India's  largest 
hotel  group,  with  over 
fifty  unique  properties 
spread  across  South  Asia. 
She  runs  six  Luxury 
hotels  that  epitomize 

elegance  and  style. 
She  has  a  wide  choice 
of  exceptional  suites  and 

sumptuous  rooms. 
Her  business  amenities 
are  outstanding. 
Her  distinctive  bars 
and  restaurants  are 
amongst  India's  finest. 
Her  heritage  is  long. 
Her  efficiency  is  complete. 
Her  care  is  remarkable. 
She  is  the  Taj. 

TA) 

Luxury  Hotels 

Nobody  cares  as  much. 

For  reservations  contact 
The  Leading  Hotek  of  the  World 

800-223-6800  or 
Taj  Reservation  Network,  India 
Fax:  (91  22)  283  7272 
E-mail:  trn@tajhoteh.com 

or  www.tajhotels.com 
or  your  travel  consultant. 
For  further  information 
call  (212)  515  5889. 

Members  of 

nxFJeadinfHotels 
ofthgWorM 
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BY  FiNK-OUF  JONES 


ECOND  ACTS— EVEN 
for  a  marketing  whiz 
like  Richard  Bran- 
son— ■  are  tough  to 
pull  off.  But  poor 


AUSTRIA 


spian. 
owing  D 


Ddwid 

ibIvI: 


odds  aren't  stopping  Wolfgang 
Stranzinger,  33,  and  Matthias 
Fiegl,  34.  The  Austrians  hope 
to  exploit  an  initial  success 
with  a  clunky  Cold  War-era 
35mm  camera  known  as  the 
Lomo  Kompakt,  the  Soviet 
version  of  the  Brownie  cam- 
era, into  another  hit:  a  hand- 
held device  for  wireless  mes- 
saging, potentially  the  biggest 
medium  of  exchange  since  e- 
mail.  What  makes  these  guys 
think  they  can  upstage  Nokia? 

They  managed  a  storied 
rescue  of  the  Lomo,  which  they 
discovered  in  a  used-camera 
shop  while  vacationing  in 
Prague.  Hand-assembled  by  the 
millions  for  the  Soviet  bloc,  the 
Lomo  (named  after  the  once- 
top-secret  plant  where  it's 
made,  Leningradskoye  Optiko 
Mechanichesckoye  Obyedine- 
nie)  was  destined  for  the  trash 
heap  of  other  Soviet  consumer  goods 
once  its  distorting  glass  lens  and  shot-in- 
the-dark  manual  focus  were  forced  to 
compete  with  the  high-tech  rapture  of 
Minolta,  Canon  and  Olympus. 

"We  thought  it  was  a  funny  little 
camera,"  recalls  Stranzinger.  Fueled  by  a 
couple  of  bottles  of  vodka,  "We  just 
started  shooting  without  using  the 
viewfmder — from  the  hip — and  were 
amazed  at  the  results.  The  colors  were 
brighter  than  with  normal  cameras,  and 
there  was  this  extraordinary  tunnel  ef- 
fect in  the  shots."  This  effect — a  lens  dis- 
tortion where  shape  and  color  tend  to 
blur  toward  the  edges  of  the  pho- 

132     FORBES*  June  11,2001 


A  pair 
What 


of  Viennese  turned  a  shoddy  Soviet-era  camera  into  a  fad  item, 
makes  them  think  they  can  do  the  same  for  a  wireless  device? 


tographs — became  a  signature  look 
when  the  two  marketed  it  to  their  bo- 
hemian  pals  back  home  as  "Lomogra- 
phy."  Their  Lomographic  Society  and  its 
interactive  Web  site  (www.lomo.com) 
claims  500,000  members  worldwide. 

Stranzinger  and  Fiegl,  inseparable 
since  grade  school — they  even  shared  an 
apartment  in  Vienna  with  their  fiancees, 
who  are  sisters — recognized  a  profitable 
market.  But  when  the  Lomo  factory  an- 
nounced in  1995  it  would  cease  camera 
production  to  concentrate  on  micro- 
scopes and  military  equipment,  they 
arranged  a  meeting  with  the  vice  mayor 
of  St.  Petersburg,  who  had  authority  over 


iilaiEu 


I) 


the  plant.  They  persuaded  the  guy 
continue  making  the  camera  and  got 
exclusive  contract  to  sell  up  to  540,0<ifli3iiga 
Lomos  over  15  years.  The  politician- 
Vladimir  Putin,  as  it  turns  out — ^went  (j 
to  become  president  of  Russia.  The  All 
trians  unloaded  20,000  Lomos  at  aroui 
$  i  50  each  last  year;  this  year  they  hope 
sell  another  36,000,  with  a  gross  margj 
of  30%.  With  help  from  line  extensioi 
into  Chinese-made  four-lens  camer| 
and  an  international  online  photo  devi^ 
opment  service,  the  Lomographic  So<| 
ety  hopes  to  pull  in  $20  million  this  yes 
It's  a  grandiose  ambition,  but  it  pal 
beside  the  next  Stranzinger-Fiegl  bu^ 


J 


linihelj 
uiaof] 


isotpec 


ss  plan.  They  want  to  take  on  the  fast- 
A'ing  market  for  Short  Message  Ser- 
.  mobile  phones.  SMS,  a  by-product 
Laller  ID  functions  on  mobile  phone 
dwidths,  allows  for  written  messages, 
Hy  limited  to  160  characters,  to  be 
ringed  between  Internet  and  wireless 


built  a  mobile  phone  that  looks  like  a 
cross  between  an  iMac  and  a  PalmPilot. 
It  has  a  credit-card-size,  foldout  keyboard 
and  a  business-card-size  screen  for  send- 
ing and  receiving  written  messages.  The 
phone  lets  you  play  games,  compose 
music  via  a  numeric  keyboard  and  boom 


age."  They're  also  pricing  the  device  for 
a  younger  market,  at  $150  versus  the 
$400  to  $500  for  Blackberry's  popular 
handheld  e-maU  system.  Armed  with  a 
prototype,  Telepong  is  talking  to  Flex- 
tronics, Hitachi,  Panasonic  and  others 
about  mass-producing  the  device. 


rs.  The  technology  hasn't  yet  caught    box,  and  create  simple  animated  images         A  bit 


They  want 
your  number: 
Wolfgang 
Stranzinger 
and  Matthias 
Fiegl  of  Lumo. 


of  a  stretch.  Introducing  a  novel 
mobile  phone  in  an  untested 
market,  with  more  experienced 
competitors  ready  to  jump  in, 
is  a  tad  more  difficult  than  cre- 
ating an  online  community  of 
kooky  photo  buffs. 

Not  that  the  Austrians  are 
betting  der  Bauernhof.  Uboot 
and  Lomo  have  each  pledged  a 
"stngle-digit-million-doUar"  in- 
vestment in  the  phone,  says 
Atzwanger:  "We  expect  a  sec- 
ond round  of  investments  to 
come  in  once  we  get  a  co- 
branding  partnership  with  a 
manufacturer  or  telecom  oper- 
ator in  the  U.S."  So  far  that's 
mostly  wishful  thinking. 
Stranzinger  and  Fiegl  have 
started  discussions  with  an  un- 
named American  telecom. 

The  phones  are  set  to 
launch  in  Europe  next  Febru- 
ary and  by  next  summer  in  the 
U.S.  Telcos  can  customize 
them — for  billing,  access  codes 
and  so  on — ^with  a  smart  chip. 


i  n  the  U.S.,  partly  because  of  the  dom- 
nce  of  pagers  and  the  delay  in  stan- 
dizing  a  domestic  ^vireless  application 
tocol.  But  SMS  is  bigger  than  voice 
il  in  Europe  and  Asia,  where  an  esti- 
ted  200  billion  text  messages  wUl  be 
[langed  this  year.  At  roughly  a  dime  a 
5sage,  the  estimated  $20  biUion  mar- 
is expected  to  grow  another  40%  next 
•,  thanks  to  its  popularity  among  12- 
55-year-olds. 

Last  year  the  Austrians  formed  a  50- 
oint  venture  with  Uboot,  a  Lugano, 
tzerland-based  youth-oriented  Web 
tal,  backed  by  Deutsche  Telekom, 
fepong,  as  the  venture  is  called,  has 


for  instant  transmission.  They've  also 
planned  a  second-generation  device 
that  can  transmit  photo  images  using 
a  digital  camera  integrated  into  a 
phone  (the  technology  is  available 
in  Japan). 

Christoph  Atzwanger,  Telepong's 
chief  executive,  is  quick  to  point  out  that 
the  phone  is  not  revolutionary  or  pro- 
prietary. It  operates  on  a  standard  GSM 
(global  system  for  mobile  communica- 
tions) level  of  9.6  kilobits  per  second. 
"What  we  have  done  is  analogous  to 
what  Swatch  did  to  the  watch  market," 
he  says.  "We've  taken  existing  technol- 
ogy and  put  it  in  an  exciting  new  pack- 


Is  it  a  phone?  A  handheld?  Or  an  electronic 
ocarina?  The  future  of  simple  messaging. 

Size  of  the  potential  U.S.  market?  "At 
least  a  million  units,"  says  Atzwanger. 

You  would  be  forgiven  for  dismiss- 
ing the  wireless  message  scheme  as  fan- 
tasy. But  then  there  was  that  quirky  suc- 
cess with  a  crummy  camera.  F 
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TAILPIPE 
DREAMS 

Rob  Gross  is  trying  to 
squeeze  out  more  revenue 
per  garage  by  using  the 
carrot— and  the  stick— with 
his  sales  managers. 

BY  NICOLE  RIDGWAY 

LEONARD  TWIST  EMERGES  FROM 
the  clanging  wrenches  and  exhaust 
pipes  in  his  East  Brunswick,  N.J. 
Monro  MufQer  Brake  garage  to  accept 
a  large  white  envelope  from  his  boss. 
Flipping  through  half  a  dozen  pages  the 
store  manager  points  out  his  achieve- 
ments like  a  kid  who  brings  home  a 
good  report  card.  "Here  are  my  325 
stock  options  and  this  is  my  18-month 
employment  agreement,"  he  grins. 

Twist  is  a  third-generation  auto  re- 
pairman— but  the  first  to  receive  stock 
options  and  a  job  guarantee.  He  won 
them  for  placing  44th  in  Monro's  sec- 
ond "Presidential  Challenge,"  a  program 
that  rewards  managers  of  the  best  125 
of  the  Monro  chain's  512  stores.  Twist's 
garage  managed  a  20%  rise  in  revenue 
in  each  of  the  last  two  years,  a  feat  that 
might  be  very  difficult  to  pull  off  again. 
The  challenge  is  one  of  a  handful  of 
management  programs — sticks  as  well 
as  carrots — put  in  place  by  Robert 
Gross,  the  43-year-old  chief  executive  of 
Monro,  whose  stores  freckle  the  North- 
east and  the  Midwest. 

Gross  has  a  delicate  balancing  act  to 
perform.  If  he  doesn't  push  stores  to  sell 
extra  services,  their  sales  will  slump.  If 
he  overdoes  it  and  the  stores  sell 
products  that  aren't 
needed,  the  chain 
could  alienate  cus- 
tomers or,  worse,  be 
caught  up  in  some 
consumer  protection  scan 
dal.  What  life  insurance  company, 
stock  brokerage  or  funeral  chain  has  not 
faced  just  this  dilemma? 
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Wrenching  dilemma:  getting  more  business  without  hassling  customers.  Gross  has  an  answer. 


The  growth  problem  is  acute  at 
Monro,  whose  core  business  of  replac- 
ing mufflers  is  being  hurt  by  the  fact  that 
mufflers  on  new  cars  are  better  built  than 
they  used  to  be.  The  1998  acquisition  of 
Speedy  Muffler  King,  which  boosted  the 
store  count  58%  to  554,  didn't  help  any. 
Monro's  net  profits  dropped  50%  in  fis- 
cal 1999  from  a  year  earlier. 

Some  quick  bodywork  was  neces- 
sary. Gross — who  joined  Monro  in  Jan- 
uary 1999  after  leaving  as  head  of  the 
now-bankrupt  electronics  retailer  Tops 
Apphance  City — started  rolling  out  his 

By  the  Numbers  

Exhausted  Market 

With  automakers  installing  more 
resilient  stainless  steel  exhaust  systems, 
the  aftermarket  business  for  mufflers 
may  not  recover  until  2005. 
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incentive  programs  right  away,  at  til 
rate  of  one  about  every  six  months.  Tl| 
idea  was  to  motivate  managers  to  w 
the  trust  of  customers,  which  means  r 
fraining  from  a  hard  sell.  "We  give  thej 
the  keys  to  a  half-million-dollar  [real  ej 
tate]  store  and  $160,000  worth  of  equi] 
ment,"  Gross  says.  "We  want  them 
run  it  as  if  it  were  their  own." 

Under  the  close  supervision  < 
Monro  headquarters  in  Rochester,  N.'! 
of  course.  Every  shop  manager  has  a  s 
budget  and  is  responsible  for  inventor 
payroll  and  sales  projections;  they  leaij 
those  skills  after  a  week-long  session 
Monro  U.  By  agreeing  to  work  a  5^ 
hour  workweek,  they  receive  a  0.51 
commission  on  sales  at  their  garage; 
they  meet  their  budgets  and  exceed  salj 
targets  by  5%  over  eight  weeks,  they  g  jeatl 
another  0.5%  commission  for  that  p< 
riod.  The  incentive  bonuses  can  add ! 
much  as  $6,000  to  a  store  managep 
$40,000  or  so  base  salary. 

There  are  punishments,  too.  Lai 
year  Gross  canned  3j 
managers.  J 
With  60%  of  d 
business  coming  frol 
the  Yellow  Pages,  tH 
handling  of  phoiioysani 
calls  matters  a  lo|iii| 
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:  ;e  a  quarter  Monro  higher-ups  pose 
potential  customers  and  call  each 
op.   Managers   had  better  pick 
'  within  three  rings  and  offer  an 
liiiediate  appointment — or  else.  Score 
K  n  ly  on  the  phone  check  and  you  can 
out  on  a  bonus  of  $250  a  quarter, 
u  you  also  fail  to  meet  sales  targets 
d  control  the  budget,  you  could  be 
t  of  a  job.  "Obviously  if  someone's 
one  scores  are  very  weak  it's  going 
be  reflected  in  the  sales  eventually," 
plains  Gross. 

Customer  satisfaction  doesn't  end 
;re.  Every  client  receives  a  foUow-up 
estionnaire  on  service  sent  to  his  or 
home.  Managers  are  required  to  call 
stomers  who  spend  more  than  $150, 
k^eek  after  their  visit,  to  see  if  they  have 
y  questions  and  to  thank  them  for 
;ir  business.  Gross  says  the  call-back 
3gram  helped  reduce  customer  com- 
lints  by  15%  in  the  last  year,  to  two 
mplaints  per  1,000  vehicles  serviced 
fiscal  2001. 

So  how  do  you  increase  same-store 
es  without  harassing  customers? 
)nro  managers  also  call  customers  to 
:ntion — not  push — a  special,  say,  on 
iial  tires.  They  also  keep  track  of 
jryone's  mileage  and  send  them  re- 
nders (with  discount  coupons)  about 
len  it's  time  for  an  oil  change  or  a 
te  emissions  inspection.  That's  had 
0  benefits:  It  has  made  revenues  less 
iant  on  muffler  sales  and  driven  up 
)eat  business  to  the  75%  to  80% 
ige,  says  Gross.  In  the  fiscal  year 
ied  Mar.  31  Monro  grew  net  profits 
18%  to  $9.7  million  even  though 
es  dipped  0.3%  to  $223  million, 
mpare  that  with  the  2.6%  sales  de- 
e  at  Midas  and  a  meager  1%  increase 
rhe  Pep  Boys  in  their  last  fiscal  years. 
"The  rest  of  the  industry  hasn't 
ne  around  yet,"  Gross  says.  Monro 
>n't  completely  come  around  either, 
t  it  is  turning  the  corner:  Comparable 
re  sales  in  the  first  quarter  of  fiscal 
)2  are  up,  with  gains  in  the  mid-sin- 
digits,  says  Gross.  Monro's  stock  is 
44%  in  the  last  year  to  a  recent  $12, 
11  times  trailing  earnings.  At  Pep 
ys  and  Midas,  share  prices  are  down 
11%  and  37%.  F 


AS  CRUISE  CONTRC,, 

FOR  INVESTORS 


In  the  market  for  a  sound  investment?  Never  settle  for  less  than  Ford  Quality 
Checked:  the  only  certified  pre-owned  vehicle  program  supported  by  Ford 
Motor  Company. 

The  Ford  Quality  Checked  program  accepts  only  those  vehicles  with  less  than 
50,000  miles  that  are  no  older  than  the  current  model  year  plus  four  previous 
years.  Vehicles  meeting  the  above  criteria  are  then  subjected  to  a  rigorous  115- 
point  inspection  process,  and  only  those  that  pass  are  allowed  to  display  the 
Ford  Quality  Checked  Certified  Pre-Owned  window  sticker. 

In  other  words,  if  a  pre-owned  car  doesn't  drive,  look  and  feel  like  new.  Ford 
Quality  Checked  won't  sell  it.  Need  even  more  in  the  way  of  an  ROI?  All  Ford 
Quality  Checked  vehicles  come  with  the  protection  of  a  65,000  mile/7-year 
limited  warranty,  24-hour  roadside  assistance,  travel  reimbursement  and  more. 

Still  not  convinced,  you  savvy  investor,  you.'  Visit  a  participating  Ford  Quality 
Checked  dealer  today  and  you  could  very  well  win  the  vacation  of  your  capi- 
talist dreams:  a  trip  for  two  aboard  the  Forbes  Cruise  for  Investors. 

Enter  the  sweepstakes  by  taking  this  ad  into  any  Ford  Quality  Checked  deal- 
ership for  validation  by  a  sales  representative.  Then  mail  this  validated  page 
along  with  a  3-by-5-inch  index  card  with  your  name,  address,  phone  and  e- 
mail  information  to  the  address  provided  within  the  complete  sweepstakes 
rules  at  http://forbes.perfectprize.com/FordQCrules.  One  grand  prize  winner 
will  be  selected  for  the  ultimate  in  cruise  control:  a  12-day  Seminar  at  Sea  host- 
ed by  Steve  Forbes  and  a  panel  of  investment  experts  on  the  world's  only  six- 
star  luxury  liner,  The  Crystal  Symphony.  You  and  a  guest  wiU  benefit  fi'om  one- 
on-one  seminar  experience  with  an  elite  crew  of  Forbes  columnists  and  other 
financial  gurus  as  you  make  your  way  in  style  from  port  to  jet-setting  port. 

NO  PURCHASE  NECESSARY.  Void  in  Florida.  Sweepstakes  ends  Oclober  29,  2001 ,  Residents  of  OH  and  MI 
only  may  enter  without  a  dealer  visit/validauon.  For  complete  official  sweepstakes  rules  and  entry  instructions,  go 
to  http://forbcs.perfeaprize.com/FordQCniles. 
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TECHNOLOGY 


BY  GHANA  R. SCHOENBERGER 

NEVER  MIND  ALL  THAT  GALAC- 
tic  mumbo  jumbo  about 
space  wars  and  missile-de- 
fense shields — wars  are  won 
on  the  ground,  with  rifles. 
The  Army's  standard-issue  M-16  rifle 
has  been  updated  only  a  little  since  its 
debut  in  1967:  It's  time  to  inject  a  lethal 


and  grenade  launcher,  the  M-203,  in 
the  second  half  of  the  decade. 

Automatic  rifles  like  the  M-16  and 
its  global  rival,  the  Russian  Kalash- 
nikov,  rely  on  a  soldier's  perfect  aim,  a 
skill  that  often  vaporizes  under  fire. 
"In  combat,  when  someone's  shoot- 
ing back  at  you,  our  ability  to  place 


get  with  a  red  dot  in  his  laser  sights| 
dime-size  stack  of  microprocessors 
side  the  bullet  determines  how  ma  I 
times  it  must  revolve  in  flight  befcl 
reaching  its  destination.  Fired  from  ' 
to  1 ,000  meters  away,  the  bullet  ex- 
plodes a  meter  above  the  tar- 
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Move  over,  M-16.  Here  comes  the 
Army's  new  chip-based,  laser-guided  gun. 


dose  of  new  technology. 

A  new  gun,  with  the  ponderous 
name  Objective  Individual  Combat 
Weapon,  puts  antiaircraft  power  on  a 
soldier's  shoulder.  It  is  now  in  proto- 
type testing  under  a  $108  million  mil- 
itary contract  led  by  Alliant  Techsys- 
tems  of  Hopkins,  Minn.  Its  18  pounds 
of  titanium-composite  combines  an 
automatic  rifle  with  a  laser-guided, 
airburst  shell  launcher,  complete  with 
infrared  night  vision.  If  it  wins  ap- 
proval, it  could  serve  as  an  alternative 
to  Colt  Industries'  ubiquitous  M-16 


aimed  fire  on  a  target  is  not  what  we 
would  like,"  says  Colonel  Jim  Stone, 
director  of  combat  development  at  the 
Army's  Infantry  School  in  Fort  Ben- 
ning,  Ga. 

In  search  of  a  more  rehable  killing 
machine,  Alliant  tinkered  with  air-burst 
technology  that  has  been  evolving  from 
Civil  War  cannonbaUs  to  modern-day 
antiaircraft  guns.  The  design  team 
spent  four  years  developing  20mm 
rounds,  four  times  as  thick  as  regular 
bullets. 

Once  the  soldier  has  marked  his  tar- 


get, haUing  shrapnel  on  an  enemy  in  t 
open,  behind  a  wall  or  in  a  ditch.  T 
older  M-203  launcher,  which  fires  $ 
grenades,  incapacitates  a  target  (whi 
means  he  isn't  going  to  shoot  bac 
only  10%  of  the  time.  The  Army  wai 
the  new  gun's  $35  shells  to  hit  50%. 

The  gun  faces  some  obstacles.  Ea 
will  cost  taxpayers  $24,000.  Alliant  a 
Army  officials  are  quick  to  note  tha 
fuUy  equipped  M-16  with  infrared  sec 
and  grenade  launcher  costs  $35,000  a 
up.  If  it  gets  the  go-ahead,  the  Ari 
plans  to  buy  22,000  guns  for  its  480,C 
active-duty  soldiers,  or  four  to 
weapons  for  every  nine-man  squad. 

In  September  1999  an  airburst  b 
let  exploded  in  the  gun's  barrel  duri 
a  test  firing,  breaking  a  soldier's  ar 
The  company  says  the  design  has  be 
fine-tuned  to  prevent  such  accidents 
also  must  reduce  the  gun's  weight  frc 
18  pounds  to  14  through  such  develc  iJiistrj 
ments  as  a  lighter  battery. 

The  next  round  comes  in  20(l%st 
when  the  Army  may  award  a  secor  eljii 
stage,  $100  million  engineering  cc 
tract.  There  is  competition  from  G 
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How  to  kill  a  distant,  hidden  enemy?  Alliant's  gun  uses  a  laser  to  measure  distance.  Microchips  in  the 
bullet  count  the  rotations  it  takes  to  get  there.  The  shell  rains  shrapnel  from  a  meter  above  the  target. 

EFFECTIVE  RANGE 
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700  M 


■        1  1 

1  

 ]..... 



f----  1-  

dustries  of  France,  which  is  working 
1  a  weapon  incorporating  a  30mm 
burst  grenade  launcher.  FN  Herstal  in 
Igium  is  building  a  prototype  assault 
le  combined  with  an  impact-bursting 
jnade  launcher  and  laser  sight.  Her- 


stal's  gun  lacks  airburst  bullets,  making 
it  not  as  lethal  as  the  OICW,  but  it  fires 
the  40mm  rounds  the  Army  already 
uses.  And  it  could  cost  as  little  as  $600 
per  gun. 

Whichever  contractor  wins,  the 


M-16  eventually  will  go  the  way  of  the 
musket.  To  soldiers,  happiness  is  a 
smarter  gun.  "We  see  the  potential  for 
fighting  across  a  bigger  battle  space," 
says  Colonel  Stone.  "That's  the  guy 
who's  going  to  win . "  F 
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Cruz  Control 

Does  interactive  television  need 
a  set-top  box?  TeleCruz  wants  to 
shove  the  chips  inside  the  tube. 


BY  DOROTHY  POMERANTZ 

IN  THE  FUTURE,  WE'LL  ALL  BE  ABLE  TO 
surf  and  shop  on  the  Web  via  televi- 
sion— but  where  will  the  interactive 
technology  reside:  in  the  set- top  box  or 
in  the  TV  set  itself? 

"Where  does  it  make  the  most  sense 
logistically?  The  television,"  says  Kris 
Narayan,  chief  executive  of  tiny  upstart 
TeleCruz  in  San  Jose,  Calif.  TeleCruz  de- 
signs a  system-on-a-chip  that  equips  a 
TV  set's  innards  with  modest  e-mail  and 
Web  capabilities  without  the  need  for 
fancy  external  electronics.  In  September 
Panasonic  will  begin  selling  a  TeieCruz- 
enabled,  27-inch  TV  with  a  wireless 
phone  connection  and  keyboard  for 
$100  more  than  a  regular  27-inch  set. 

TeleCruz  lets  a  television  display 
crisper  graphics  than  interactive  set- 
tops  because  the  signals  are  processed 
just  before  they  hit  the  screen.  In  the 
set-top  approach,  text  and  graphics 
streams  can  degrade  because  they  first 
must  travel  through  coaxial  cables  de- 
signed to  carry  video. 

About  13  million  digital  set-top 
boxes  will  be  sold  in  North  and  South 


America  this  year. 
Narayan,  39,  hopes  to 
tap  the  market  for  TV 
sets,  which  has  twice  the 
volume  in  the  U.S.  alone. 
Only  60%  of  cable  users 
have  set-top  boxes.  The 
W  rest  use  cable-ready  TVs. 

^  Narayan  hopes  the  box- 

less  masses  wUI  relegate 
the  family  TV  to  the  bed- 
room and  buy  a  new 
TeleCruz  set  for  the  den. 

Narayan  got  a  vote  of 
confidence  from  Gem- 
star-TV  Guide,  the  leader 
in  interactive  TV  guides, 
which  tried  to  buy  the 
company  in  1998.  Tele- 
Cruz, privately  held,  re- 
buffed the  offer  but  sold 
an  8%  stake  to  Gemstar 
for  $9  million  of  its  $70 
million  raised  so  far. 

But  Narayan's  small 
shop  has  plenty  of  fear- 
some competition.  AOL  Time  Warner, 
AT&T,  Motorola  and  Scientific-Atlanta 
ail  back  the  external  box  rather  than  the 
internal  approach.  AOL  and  AT&T  al- 
ready offer  limited  video-on-demand 
and  plan  to  add  video  recording  and 
Internet  access  within  a  year. 

"If  you  want  any  of  these  advanced 
services,  you  need  some  sort  of  set-top 
box,  which  people  basically  perceive  as 
free,"  says  Robert  Van  Orden,  a  vice 
president  at  Scientific- Atlanta. 

Worldwide,  sales  of  digital  set-top 
boxes  are  expected  to  nearly  triple  in 
four  years  to  96  million.  Today's  boxes 
provide  little  interactivity,  but  cable 
providers  are  upgrading  customers  to 
digital  cable  as  fast  as  they  can. 

Narayan's  chipset,  made  by  Toshiba, 
is  inferior  to  that  of  set-tops  or  PCs.  Its 
Mips  Technologies  microprocessor  is 
about  as  fast  as  an  old  133-megahertz 
Pentium.  It  has  a  mere  16  megabytes  of 
memory,  a  standard  56K  modem  and 
decent  graphics  and  audio  processors. 
Forget  opening  big  e-mail  attachments. 
At  least  the  chipset  is  cheap,  selling  to 
TV  makers  for  as  little  as  $18. 


But  the  extra  $100  the  new  Pan 
sonic  model  will  cost  poses  an  obstad 
in  the  TV  business,  marked  by  teeij 
margins  and  suicidal  price-cutting.  1^ 
contrast,  consumers  can  pay  just  $10j 
month  extra  to  lease  a  digital  cable  bd 
Another  hurdle:  TeleCruz  sets  for  nq 
can  be  used  only  with  Internet  servio 
offered  by  AT&T  WorldNet  and  Eart| 
Link,  depriving  customers  of  a  broadi 
choice  of  providers. 

Narayan,  an  electrical  engineer,  bi 
came  interested  in  interactive  TV  whJ 
working  at  Cirrus  Logic  in  1995.  Aft^ 
tinkering  with  ways  to  show  laptop  pr 
sentations  on  TV  screens,  he  knew  1 
could  improve  upon  the  fiizzy  graphic 
and  bleeding  colors.  In  1996  he  start^ 
TeleCruz  to  build  an  internal  chip 
deliver  better  graphics.  Easier  said  tha 
done.  TV  guts  give  off  electromagnet 
interference  that  can  wreak  havoc  wil 
a  chip.  So  he  had  to  design  an  all 
minum  shield  around  it. 

TeleCruz  makes  its  money  by  sel 
ing  the  chips  and  software  and  collec 
ing  a  commission  when  a  buyer  sigi 
up  for  Internet  access  with  partne: 
EarthLink  or  AT&T.  TeleCruz  bega 
shipping  last  October,  generating  said 
of  less  than  $1  million  in  200! 
Narayan  expects  to  gross  $14  millic 
this  year  and  to  break  even  in  2002  o 
revenue  of  $70  million. 

Narayan  is  also  targeting  Indi 
China,  South  Afi-ica  and  Brazil,  where  T 
sets  far  outnumber  PCs.  TeleCruz  powei 
India's  fastest-selling  TV,  a  $325  mod< 
T  he  U.S.  market  may  one  day  open  u 
for  Narayan  if  the  cable  industry  settli 
on  a  standard  for  interactive  TV,  whic 
regulators  have  said  must  happen  1: 
2005.  If  that  occurs,  digital  cable  coul 
migrate  from  the  box  above  the  TV  set  t 
the  inside,  just  as  analog  cable  did. 

■  Narayan  plans  to  embed  future  vei 
sions  of  the  TeleCruz  chipset  witi 
broadband  speed  and  VCR-like  capabii 
ities.  Covering  his  bets,  he'd  even  like  1 
sell  chipsets  to  cable-box  makers  thenj 
selves.  "The  world  is  headed  toward  aj 
integrated  T\^"  he  says.  "We're  going  t 
aim  where  the  world  is  going,  m 
where  it  is." 
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Last  year, 
code  on  the  client 
cost  businesses  half 
a  trillion  dollars. 


How  much  is  it  costing 

your  business? 

PeopleSoft  8.  The  only  enterprise  solution  with  no  code  on  the  client. 

Every  year,  your  company  spends  hundreds  of  thousands  of  dollars  maintaining  software 
on  each  individual  PC.  But  PeopleSoft  runs  entirely  on  the  internet,  and  that  makes  it 
accessible  from  any  web  browser,  anytime.  So  you  can  work  collaboratively  with  your 
customers,  suppliers,  and  employees,  in  realtime,  from  anywhere  in  the  world.  Which  opens 
the  door  to  a  whole  new  way  of  doing  business.  Suddenly,  "no  code  on  the  client"  is  more 
than  a  strategy  to  cut  implementation  costs.  It's  the  key  to  running  your  business  more 
efficiently  and  making  your  people  incredibly  productive.  And  most  importantly,  it's  exactly 
what  you  need  to  create  a  profitable,  competitive,  collaborative  enterprise. 

To  find  out  how  much  your  business  can  save  by  using  pure  internet  software,  use  our 
calculation  tool  at  www.peoplesoft.com/go/nocode  or  call  1  888  773  8277. 
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People  power  the  internet" 


IDC  Research  Internet  Market  Model  V7  Release  31,  Meta  Group:  ROI  and  the  Cost  of  Ownership  Teleconference  068 
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With  fast  and  furious  incubators 
struggling,  Richard  IVIorgan's  pokey 
pace  looks  all  the  smarter. 


BY  MATTHEW  SWIBEL 

RICHARD  MORGAN  IS  THE  ANTI- 
Bill  Gross.  Gross'  infamous  $1 
billion  incubator,  IdeaLab,  buUt 
a  portfolio  that  reads  like  a  fa- 
tality list  after  an  air  crash:  Etoys,  Net- 
Zero,  Free-PC.  Gross  rushed  them  pub- 
lic only  to  watch  them  plummet. 

"I'm  not  that  smart,"  Morgan 
jokes.  His  New  York  firm,  VennWorks, 
takes  a  different  tack:  Fund  one  idea  a 
year  and  nurture  it  for  five  years  with 
up  to  $50  million  before  taking  it  pub- 
lic. Cynics  may  snigger  that  Morgan 
has  no  choice  given  the  tech  flop,  but 
he  has  been  investing  that  way — and 
doing  pretty  well  at  it — for  years.  From 
1985  to  2000,  an  audited  statement 
shows,  he  and  partner  James  Wolfen- 
sohn  (now  World  Bank  president) 
racked  up  17%  annual  returns,  net  of 
fees,  at  Amphion  Capital  Management, 


a  forerunner  of  VennWorks. 

Patience  is  key.  Morgan 
waited  13  years  to  turn  a  $2 
million  investment  into  an 
$11  million  payoff  in  drug- 
maker  Seqvms  Pharmaceuticals,  which 
was  sold  to  Alza  in  1998  for  $580  mil- 
lion. Likewise  for  Celgene,  a  cancer-drug 
maker  in  which  Morgan  invested  $2 
million  and  reaped  an  $18  million  pay- 
off in  a  2000  secondary  offering.  And  he 
went  eight  years  before  seeing  a  $12  mil- 
lion investment  grow  into  a  $42  million 
return  on  blood-monitor  maker  Medi- 
Sense,  which  was  sold  for  $880  million 
to  Abbott  Laboratories  in  1996. 

Morgan's  investing  philosophy:  Ob- 
sess over  a  few  ideas  and  don't  hurry 
them  to  market.  He  formed  VennWorks 
in  1999  with  $100  million,  and  raised 
an  additional  $30  million  this  year  de- 
spite investors'  skittishness.  "No  doubt 
it's  tougher  to  raise  funds  these  days," 
he  says. 

Today  he  focuses  on  life-science  and 
optical-technology  companies  and  fig- 
ures they  will  emerge  from  the  tech 


crash  faster  than  most.  Vei 
Works'  14-month-old  Labr 
ics  sells  a  microchip  that  < 
analyze  blood  and  urine.  L, 
netics  sells  primarily  to  di 
firms  that  do  clinical  testi 
rather  than  to  individual 
searchers  targeted  by  Affymel 
and  other  big  rivals. 

Morgan  has  a  fancy  alj 
rithm  to  predict  sales  and  pn 
potential,  but  a  few  cardi 
rules  guide  him.  Any  technok 
bound  for  commodity  pricin 
rejected.  Control  is  key,  whici 
why  VennWorks  wants  to  be 
single  largest  holder  in  any  co 
pany  it  backs.  That  owes  in  p 
to  Morgan's  belly  flop  in  1*; 
when  Everex,  an  early  PC  mal 
went  bankrupt,  and  he  lost  $ 
million.  "We  were  just  tiny  pi 
ers,  with  less  than  2%  own 
ship,  and  not  on  the  board  oi 
a  position  of  influence.  A  tr 
dumb  place  to  be,"  he  says. 
Morgan  says  a  business 
backs  must  offer  its  customers  a  suj 
rior  product  or  service  at  one-third  1 
cost  of  previous  options.  Labnet 
starts  selling  its  new  medical-test  ch 
later  this  year.  Vennworks  says  up 
40%  of  the  cost  of  a  typical  drug  is  : 
packaging  and  shipping  medical  spe 
mens.  Most  of  that  cost  can  be  elin 
nated  by  the  new  chips,  it  maintains. 

Morgan  relies  on  pals  and  patej 
sharing  deals  for  his  idea  flow.  He  g 
first  dibs  on  some  technology  ft"om  I 
ft-iend  J.T.  Battenberg,  chief  executive 
Delphi  Automotive  Systems.  He  al 
has  deals  with  the  University  of  Te> 
(which  spawned  Labnetics)  and  Briti 
Telecom.  Safeguard  Scientifics  has  a  5 
stake  in  VennWorks. 

•  Even  Morgan  couldn't  avoid  t 
dot-com  crash  entirely.  He  merged  wi 
a  Florida  venture  firm,  XL  Vision,  ai 
inherited  a  $25  million  investment  in 
Web  exchange  for  cattlemen,  Emer 
Interactive.  Its  stock  has  fallen  from  $' 
to  $1.84.  "I  felt  more  pressure  when  tj 
markets  were  soaring,"  says  Morga 
No  longer.  And  that's  okay  by  him. 
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Digital  Spin  By  John  C.  Dvorak 


Think  Zinc 


YOU'VE  JUST  DRIVEN  A  SMALL  ELECTRIC-POWERED 
motorcycle  300  miles  and  the  batteries  are  dead. 
You  drain  the  environmentally  friendly  spent  ma- 
terial from  the  batteries,  reach  into  your  pocket 
and  pull  out  a  handful  of  white  zinc  granules.  You 
slip  them  into  the  battery,  close  the  lid  and  zoom  off  again. 

This  is  pure  fantasy  now,  but  batteries  and  fuel  cells  using 
zinc  and  air  are  on  the  horizon.  Zinc-air  is  the  densest  form 
of  battery  or  fuel  cell  energy  ever  commercialized,  and  a  pas- 
sel  of  companies  are  actively  working  to  produce  cheap 
enough  versions  to  power  cell  phones,  PDAs  and  cars. 

Portable  energy  needs  a  savior.  Batteries,  a  $32  billion 
worldwide  business,  have  no  Moore's  Law,  which  dictates 
the  doubling  of  microprocessor  capacity  every  18  months. 
Current  mobile  phones  using  rechargeable  Uthium-ion  bat- 
teries are  good  for  four  hours  of  conversation.  The  portable 
videophones  on  sale  in  Japan  last  only  half  that  time. 

Zinc-air's  beauty  is  in  its  density.  The  technology,  in- 
vented during  World  War  I  by  Parisian  Charles  Fery,  relies 
on  immersing  zinc  in  a  solution  of  potassium  hydroxide, 
which  then  oxidizes  upon  contact  with  air.  The  electrons  re- 
leased can  be  harnessed  as  electricity.  You  can  get  about  110 
watt-hours  out  of  a  pound  of  zinc.  Lithium-ion  recharge- 
ables  hold  up  to  60  watt-hours  per  pound.  A  lead-acid  car 
battery  holds  only  20.  Zinc-air's  earliest  use  was  for  power- 
ing telephone  lines  where  a  slow  drain  was  acceptable.  The 
most  common  use  today  is  for  running  hearing  aids.  A 
Teflon  casing  permits  a  modest  amount  of  air  to  pass 
through,  allowing  the  battery  to  last  a  week. 

The  drawback  to  zinc-air  is  that,  as  long  as  air  is  present, 
its  electric  charge  continues  unabated  until  the  battery  dis- 
charges and  dies.  Research  efforts  now  center  on  producing 
"smart"  membranes  that  will  allow  air  to  enter  the  cell  only 
when  it  is  needed  to  generate  current.  AER  Energy  Re- 
sources, a  small  research  firm  in  Atlanta  with  shares  traded 
over-the-counter,  has  developed  an  air-control  mechanism 
using  fans  and  thin  tubes  that's  small  enough  to  fit  inside  a 
Nokia  cell  phone.  The  fan's  noise  can  be  distracting  to 
callers,  but  AER's  technical  marketing  manager  Dennis 
Sieminski  sees  it  as  an  interim  technology. 

Brute  strength  can  alleviate  some  of  the  steady-drain 
problem.  Electric  Fuel  Corp.  of  New  York  invented  a  process 
of  producing  zinc  particles  with  fuzzy  surfaces,  creating 
more  surface  area  to  react  with  air.  Its  $10  disposable  zinc- 
air  batteries  operate  at  3,300  milliamps,  2.5  times  as  much 
power  as  the  biggest  lithium-ion  models.  They  can  power  a 


mobile  for  16  hours  of  t 
time  and  25  days  of  standi 
Not  bad,  but  stUl  too  price) 
Electric  Fuel  is  also  coc 
erating  with  the  U.S.  gover 
ment  in  a  test  of  zinc 
powered  buses  in  Nevac 
"We've  taken  a  truck  over  t 
Alps  following  Hanniba 
route  in  218  B.C.,"  says  Ele 
trie  Fuel  Vice  Preside 
Jonathan  V^artman.  Hani 
bal  used  elephants,  of  cour 
The  company  continues 
struggle,  having  run  up  $ 
million  in  cumulative  los5 
since  1990.  Maybe  it  shou 
go  back  to  elephants. 

Use  by  bus  fleets,  whi 
can  replenish  fuel  cells  in 
central  location,  makes  mc 
sense  than  use  by  the  gene; 
public.  The  idea  of  setting  i 
a  national  network  of  "zi 
stations"  sounds  impractic 
That  problem  may  be  solv 
by  developing  a  totally  enclosed  rechargeable  fuel  cell 
least  two  privately  held  CaHfornia  companies,  the  Carlsba 
based  Metallic  Power  and  Livermore-based  Power- Air  Tec 
nology,  hope  to  achieve  this  soon. 

Both  aim  to  sell  backup  power  to  server  farms  and  fact 
ries.  Power- Air's  first  product  will  be  a  600-watt  unit.  Pric 
"It  will  be  cheaper  than  a  600-watt  Honda  generator,"  d 
cording  to  Chief  Executive  Dean  Haley. 

Oh,  yes,  the  prices.  That  comment  about  the  Honda  ge 
erator  is  about  as  close  as  you  can  get  to  prices  for  tt" 
equipment,  except  for  Electric  Fuel's  $10  cell  phones  batte 
ies.  "I  don't  want  The  Street  to  hold  me  to  any  price  I  t< 
you,"  says  Metallic  Power  Chief  Executive  Jeff  Colborn. 

Not  knowing  what  this  stuff  will  cost  doesn't  stop  tl 
talk  of  grandiose  schemes.  Power-Air,  for  example,  drear 
about  fueling  scooters  in  China,  creating  backup  systems  f 
homes  and  amusement  parks,  powering  fork  lifts  and  bus 
in  Mexico  and  China.  Meanwhile  it  hasn't  sold  a  thing.  Zin 
air  technology  has  a  bright  future,  but  we  need  to  see  mo 
real  products. 


One  $10  disposable 
zinc-air  battery  can 
power  a  cell  phone 
for  16  hours  of  talk 
time  and  25  days  of 
standby.  Not  bad, 
but  still  too  pricey. 


n  Forbes 
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John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin,  a  daily  TV  show  on  ZDTV. 
Find  past  columns  at  www.forbes.cam/dvorak. 
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Every  Web  site  should  be 
this  well  protected. 


HOSTING:  At  AT&T  Business,  we  treat  your  Web  site 
he  mission  critical  application  it  is.  We  wrap  it  in  the 

dant  power,  security,  environmental  and  fire  protection 

r  world-class  Internet  Data  Centers.  Then  transport 
content  and  applications  over  the  AT&T  IP  backbone;  it's 

of-the-art  in  speed,  security  and  reliability.  All  while  our 
ated  staff  monitors  and  maintains  your  systems  24/7. 
■&T  Business,  the  protection  we  give  you  is  hard  to  knock. 


'&T  Business 

ative  Networks.  Innovative  Thinking: 


©2001  AT&T  Business 


secure,  reliable,  and  scalable  Web  Hosting 
1  866  375-0268  or  visit  www.att.com/business/hosting 


Higital  Tools  By  Stephen  Manes 


Press  a  Button,  Skip  the  Ads 


MEMBERS  OF  A  GROWING  SECT  WORSHIP  IT  AS  A 
revelation,  a  life-changing  miracle.  It  has  in- 
spired theological  arguments,  online  forums, 
hobbyists,  hackers,  claims  of  "the  end  of  TV  as 
we  know  it." 

The  focus  of  this  worship?  The  personal  video  recorder, 
PVR  for  short,  a  device  originally  promoted  by  ReplayTV  and 
TiVo.  By  capturing  TV  shows  on  a  built-in  hard  drive,  it  lets 
you  skip  commercials,  pause  live  TV,  and  create  a  personal 
cache  of  desirable  programming  you  can  watch  on  your 
schedule  instead  of  the  networks'. 

Now  Microsoft,  with  the  sort  of  sincerely  imitative  flat- 
tery it  loves  to  call  innovation,  has  basically  copied  the  ear- 
lier devices,  added  features,  delivered  on  its  usual  schedule — 
late — and,  with  characteristic  understatement,  promoted  its 
offering  as  UltimateTV.  Basically,  it's  a  second-generation 
PVR  tied  to  the  DirecTV  satellite  system.  Microsoft's  first  try, 
last  year's  low-priced  DishPlayer,  worked  with  the  compet- 
ing Dish  Network,  which  claims  it  sold  more  than  200,000 
units,  making  it  the  most  popular  PVR  so  far. 

UltimateTV  also  connects  to  the  stagnant  WebTV  dial-up 
service,  which  has  been  reporting  "over  a  million  sub- 
scribers" for  about  a  year  and  a  half.  Put  TV  and  the  Web  to- 
gether and  you  get  interactive  television — more  than  750 
hours  a  week  by  Microsoft's  count.  But  some  500  of  those 


These  boxes  let  you 
skip  commercials 
and  create  a  cache 
of  programs  to 
watch  on  your  own 
schedule  instead 
of  the  networks'. 


hours  amount  to  tepid  fa 
on  the  Weather  Channel, 
and  Microsoft's  captil 
MSNBC.  The  big  deal?  After 
wait  of  at  least  90  secon 
while  the  system  dials  out 
find  the  proper  Web  page,  tl 
TV  image  shrinks  to  mai 
room  for  links  to  weath 
forecasts,  celebrity  gossip 
news  headlines.  It's  about 
interactive  as  reading  a  new 
paper  while  watching  a  new 
cast,  only  slower. 

Ignore  the  feckless  W« 
component,  and  the  fun 
tionally  identical  Ultimate! 
boxes  from  RCA  and  So) 
(the  latter's  remote  is  nicfl 
suddenly  look  a  lot  like  con 
petitive  PVR/DirecTV  n 
ceivers  such  as  the  TiVo-bas< 
units  from  Hughes,  Phili] 
and  the  bet-hedging  Sony.  II 
promised  AOLTV/DirecTV  b^ 
should  be  available  later  tlj 
oing  rate  for  any  of  these 
roughly  $400  for  a  "35-hour"  unit  (plus  $1 
for  a  keyboard  for  the  Ultimates)  and  $IC 
month  for  the  scheduling  service  (whi(| 
with  the  Ultimates  includes  3  hours 
WebTV;  unlimited  usage  costs  $30). 

The  satellite  dish  and  its  installation  c^ 
run  $200,  but  are  often  offered  for  much  la 
The  TV  programming  itself  costs  anywhej 
from  $22  to  $90  monthly,  not  counting  spl 
dal  sports  and  porn  packages  or  pay-per-vi^ 
shows.  Dish  Network's  new  DishPVR,  whi(| 
I  did  not  test,  costs  $400  for  current  sul 
scribefs,  or  $200  including  dish  and  installj 
tion  for  new  ones,  with  no  monthly  fees  b| 
yond  TV  charges.  But  until  a  future  softwai 
upgrade  arrives,  it  lacks  a  search  function, 
For  the  moment,  UltimateTV's  bigge! 
advantage  is  an  extra  tuner,  which  lets  yo 
record  two  shows  at  once,  use  a  picture-i< 
picture  feature  or  watch  one  Hve  prograi 
while  another  one  is  recording.  Direcr 


year. 


The 
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Imagine  If  great  minds  could 


work  together 


Every  organization  has  great  minds. 

Are  you  making  the  most  of  yours? 


Innovation  calls  for  collaboration  — and  that  nneans  putting  the 
Einsteins  of  your  company  together.  Livelink®  from  Open  Text 
is  a  collaborative  application  that  brings  together  the  best  minds 
in  your  company  and  connects  them  to  your  business  partners, 
suppliers  and  customers.  Livelink's  dynamic  collaboration  allows 
you  to  streamline  efficiencies,  gain  first  mover  advantage  and 
save  money. 


Livelink  is  already  helping  over  four  million  great  minds  improve 
the  way  they  work  together.  Four  thousand  organizations  all 
over  the  world  are  using  Livelink  to  develop,  implement  and 
bring  to  market  new  ideas — faster  and  more  efficiently.  Call  us 
today  at  1-800-499-6544  to  find  out  how  we  can  help  you  move 
your  business  further  faster. 


livdink 

Further  Faster' 


www.livelink.com/forbes 
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TiVo  units  also  have  two  tuners,  but  the  second  won't  work 
until  a  late-summer  software  upgrade  arrives  and  won't  offer 
picture-in-picture  even  then.  For  now,  all  TiVo  can  show  you 
while  a  show  is  recording  is  that  program. or  one  that's  al- 
ready on  the  disk. 

UltimateTV  also  has  a  singularly  useful  feature  borrowed 
from  ReplayTV:  a  button  that  advances  the  picture  30  sec- 
onds. A  bunch  of  taps  let  you  sail  past  a  block  of  commercials; 
if  you  overshoot,  a  button  that  rewinds  several  seconds  keeps 
you  from  missing  anything.  TiVo  has  the  rewind  button  but 
not  the  advance  button,  forcing  you  to  fast-forward  through 
the  ads.  That  works,  too,  but  overshoots  the  mark  more  often. 

TiVo's  clever  two-column  program  guide  reveals  far  more 
information  than  UltimateTV's  skimpy  grid,  which  is  trun- 
cated by  two  big  space-wasting  program  suggestions  that 
look  suspiciously  like  ads.  Though  UltimateTV  searches 
for  shows,  TiVo  does  it  in  far  more  sophisticated  ways — 
like  showing  a  list  of  up- 
coming four-star  movies 
you  can  record. 

You  can  use  thumbs-up 
and  thumbs-down  buttons 
to  register  your  opinions 
without  worrying  about 
TiVo  snooping  into  your 
viewing  preferences.  TiVo 
will  fill  your  disk  automati- 
cally with  programs  and 

suggestions  it  thinks  you  might  like.  After  I  asked  it  to  record 
NYPD  Blue  every  week,  it  proposed  a  bunch  of  second-rate 
cop  shows.  But  after  I  recorded  a  few  classic  movies,  it 
started  snagging  others.  UltimateTV  doesn't  even  try  to 
guess  what  you  might  want. 

TiVo  also  lets  you  keep  a  show  until  you  ask  to  delete  it. 
Microsoft  plans  to  offer  a  similar  feature  in  a  future  software 
update,  but  for  now  deletes  recordings  on  a  first-in,  first-out 
basis  once  the  hard  drive  fills  up.  A  movie  you've  always 
wanted  to  see  may  disappear  before  you  get  around  to 
watching  it.  At  least  UltimateTV  lets  you  watch  shows  in  an 
inset  or  listen  to  the  audio  while  you  manage  recording 
plans.  TiVo  blanks  both  video  and  soimd  while  you're  doing 
most  programming  chores. 

One  thing  none  of  these  systems  can  do  anything  about 
is  the  picture.  To  make  the  most  of  limited  bandwidth,  satel- 
lite systems  (like  digital  cable)  compress  the  original  TV  sig- 
nals. The  result  is  video  that  looks  cleaner  and  sometimes 
crisper  than  most  broadcast  and  cable  TV,  but  on  many 
channels  can  be  perceptibly  soft  and  blurry.  And  satellite 
surfing  involves  a  momentary  delay  per  station  while  the 
system  collects  and  reassembles  the  digital  bits. 

Satellite  providers  offer  local  stations  affiliated  with  the 
top  four  networks,  but  other  local  channels,  such  as  your  WB 
or  PBS  affiliates,  will  not  be  offered  until  new  broadcast  rules 
go  into  effect  next  January.  Since  these  PVRs 
record  only  satellite  signals,  you  probably  won't 


be  able  to  time-shift  Sabrina,  the  Teenage  Witch  before  the 
For  that — or  if  installing  a  dish  is  not  an  option — you  need 
standard  TiVo  unit  from  Philips  or  Sony  or  a  Panasonic  R 
playTV  Showstopper  system,  all  of  which  handle  virtually  ai 
signal  that  can  drive  a  TV  set.  But  they  do  quality-compri 
mising  compression  of  their  own,  and  they  won't  retain  tl 
digital  audio  some  satellite  programming  delivers.  Anoth 
option  for  true  geeks:  various  PVR  systems  built  into  PCs. 

Capacity  claims  employ  the  words  "up  to,"  meaning 
lot  less  than."  The  "35-hour"  satellite  units  I  tried  never  g 
past  22  hours  on  the  shows  I  fed  them,  and  standard  PV 
have  similar  fudge  factors.  It's  little  wonder  that  obsessi 
hackers  have  worked  out  schemes  to  replace  the  hard  driv 
in  some  PVRs  with  significantly  bigger  ones.  Twenty-tv 
hours  sounds  like  a  lot  only  until  you  fill  the  disk  with 
dozen  movies  you've  been  meaning  to  catch  and  the 
decide  to  record  a  ball  game. 

With  just  fewer  the 
400,000  units  sold  la 
year,  these  things  haven 
caught  on  as  fast  as  mai 
observers  expected.  Tl 
reasons?  Those  twin  bug 
boos  of  modern  electro: 
ics:  excessive  complexi 
and  clumsy  software.  Sin 
onscreen  schedules  dor 
match  up  with  broadcas 
UltimateTV  twice  cut  c 
the  ends  of  shows  I  tried  i 
record.  TiVo  missed  tl 
start  of  another.  You  al 
extend  recording  times, 
necessity  if  you  don't  wa 
to  miss  ninth-inning  rallies,  but  no  system  is  smart  enoud 
to  sense  last-minute  schedule  changes  for  breaking  news  > 
sports  overtime.  The  units  often  respond  slowly  to  the  r 
motes  and  make  navigation  needlessly  complicated. 

And  then  there  are  the  bugs.  A  glitch  in  the  Microsc 
PVRs  can  gradually  reduce  disk  capacity  by  failing  to  resto' 
erased  space.  A  TiVo  problem  can  cause  the  picture  to  stu 
ter  and  stumble.  Although  software  fixes  can  be  performs 
invisibly,  the  companies  never  seem  to  rush  to  fix  things. 

Still,  PVRs  promise  sweeping  new  powers  to  this  nation 
tubers:  Save  hours  wasted  watching  commercials!  Rearrans 
your  viewing  schedule  without  limits!  No  more  messy  VC 
tapes!  There's  always  something  on  TV  that  you  might  acti 
ally  want  to  watch!  This  is  why  PVR  fans  remain  steadfa 
even  after  the  unit  fails  to  record  that  crucial  episode  of  the] 
favorite  show. 

These  products  aren't  bad,  but  like  everything  but  tl' 
programming,  they'll  get  better,  cheaper  and  maybe  mo 
reliable.  UltimateTV?  It's  not  even  PenultimateT\^ 


It's  as  interactive  as 
reading  the  paper 
while  watching  the 
news,  only  slower. 


Forbes 


Stephen  Manes  (steve@cr3nky.com)  is  the  cohost  of  Digital  Duo,  a  weekly 
public  television  series.  Find  past  columns  at  www.forbes.com/manes. 
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The  e-Marketplace  Evolution: 

MOVING  BEYOND  TRANSACTIONS  WITH  THE  FOUR  C'S 


ADVERTISEMENT 


Welcome  to  "The  e-MarketpIace 
Evolution:  Moving  Beyond 
Transactions  With  The  Four  C's." 
As  the  leading  provider  of 
personalized  e-business 
application  software, 
BroadVision  has  extensive 
experience  in  building  both  B2B 
and  B2C  e-marketplaces.  I  hope 
that  you  will  find  this  executive 
technology  report  valuable  as 
we  describe,  in  detail,  the 
e-business  philosophy  that  we 
believe  will  become  the  blueprint 
for  all  future  e-marketplaces. 

Creating  a  successful 
e-marketplace  is  about  more  than 
just  automating  transactions. 
One  must  consider  the  "Four 
C's"  of  the  e-marketplace  - 
Commerce,  Content,  Collaboration 
and  Community.  To  achieve 
success  in  any  e-business 
initiative,  you  must  consider  the 
human  element.  Applying  the 
principals  of  personalization  and 
one-to-one  marketing  can 
maximize  the  value  of  every 
interaction  you  have  with  your 
customers,  build  loyalty  and 
trust,  and  increase  the  lifetime 
value  of  every  customer. 

Focusing  on  transactions 
alone  offers  no  long-term 
competitive  advantage.  But  by 
improving  the  processes  that 
surround  transactions — pre-sales 
interactions  and  post-sales 
service  and  support — you  can 
establish  a  sustainable  and 
profitable  e-marketplace. 

By  the  time  you  finish  reading 
this  executive  technology  report, 
you  will  agree  that  the  right 
mix  of  technology  and  humanity 
can  make  for  a  prosperous 
e-business  environment. 

Wishing  you  success  in 
every  endeavor. 

Dr.  Pehong  Chen,  President  &  CEO 
BroadVision 
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THERE  CAN  BE  NO  doubt- 
ing the  value  of  comput- 
erized automation.  It 
has  expedited  the  speed 
of  business  and  reduced 
the  need  for  manual  intervention. 
These  days,  there  are  even  "lights-out" 
computer  data  centers  that  operate 
independently  of  human  intervention. 
Computer  automation  has  freed  people 
to  perform  the  many  critical  cognitive 
tasks  that  computers  are  unable  to 
address,  and  in  so  doing  has  greatly 
improved  their  lives. 

Somewhat  ironically,  one  of  the  most 
important  cognitive  tasks  facing  people 
is  establishing  the  proper  balance  of 
computer  automation  and  manual 
involvement.  This  need  for  balance  is 
exemplified  in  the  creation  and  opera- 
tion of  e-marketplaces,  in  which  goods 
and  services  are  bought  and  sold  in  high 
volumes  across  electronic  networks. 

To  date,  e-marketplaces  have  been 
largely  composed  of  public  and  private 
business-to-business  electronic  exchanges 


and  auctions  that  have  brought  buyers 
and  sellers  together  in  a  digital  environ- 
ment. This  environment  favors  buyers 
more  than  sellers  because  buyers  have 
been  able  to  drive  down  prices  based  orj 
their  aggregated  purchasing  power, 
increased  competition  and  product 
commoditization. 

Some  of  these  public  consortium 
exchanges  have  developed  tremendous 
buying  power,  but  as  anyone  who  reads 
the  business  pages  of  their  newspaper 
knows,  many  of  them  have  also  floun 
dered.  Why?  Because  they  have  no! 
moved  beyond  their  focus  of  solely 
automating  transactions. 

"When  you  think  about  online  busi 
ness-to-business  commerce,  many  peo- 
ple have  discounted  the  need  for  per 
sonalized  experience,"  says  Dr.  Pehong 
Chen,  President  and  CEO  of  Broad- 
Vision, Inc.,  a  supplier  of  one-to-one 
e-business  applications  for  extended 
relationship  management.  "These  peo-i 
pie  think  it's  more  important  to  have 
an  effective  commerce  transaction,  or  to 
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have  pricing  competition  and  compar- 
isons, or  visibility  into  inventory.  These 
are  all  very  important,  but  our  reality 
is  that  at  the  end  of  the  day,  it's  still 
people  who  are  doing  the  job.  There- 
fore, delivering  personahzed  business 
:  services  is  a  very  important  part  of 
I  business-to-business  relationships." 

ii  THE  QUEST  FOR  COLLABORATIVE 
COMMERCE 

There  are  four  keys  to  collaborative 
:|  commerce  and  the  collaborative  mar- 
ketplace. These  four  keys — which  are 
known  as  the  Four  C's — are  Commerce, 
Content,  Collaboration  and  Community. 


COMMERCE:  THE  BASELINE 

Commerce  is  the  baseline  process  of 
doing  business.  It  includes  different 
types  of  sourcing  methods  that  are  used 
to  automate  e-marketplace  transac- 
tions. Auctions,  requests  for  quotation 
(RFQ)  and  requests  for  proposal  (RFP) 
are  all  automated  aspects  of  commerce. 

CONTENT:  PROVIDING  EASE 
OF  ACCESS 

Managing  structured  content,  such  as 
catalogs,  and  unstructured  content, 
which  includes  a  wide  range  of  material 
that  can  help  buyers  or  suppliers  make 
better  business  decisions,  is  critical  to 
collaborative  commerce.  Personalized 
content  management  is  about  under- 
standing customer  needs  based  on  gath- 
ering customer  information — click 
stream,  profile  and  purchase  history 
information.  By  capturing  all  that  infor- 
mation, e-marketplaces  are  able  to  do 
one-to-one  marketing,  in  which  each 
customer  is  catered  to  based  on  his  or 
her  particular  needs. 


Many  e-marketplaces  underestimate 
the  challenge  of  content  management. 
Often,  the  sheer  complexity  of  data 
sourcing,  transformation  and  rational- 
ization can  impact  implementation 
timelines.  Key  strategies  of  successful  e- 
marketplaces  include  mapping  external 
data  to  a  common  internal  format, 
standardizing  on  the  processes  for  con- 
tent management,  phasing  in  different 
content  sources  over  time,  distributing 
tools  to  suppliers  so  they  can  manage 


Genuity:  e-Business  Network  Platforms 
Pre-configured  for  Successful  e-Marketplaces 

BY  INTEGRATING  CRITICAL  NETWORK  AND  MANAGED  INTERNET  INFRASTRUCTURE 
SERVICES,  pre-configured  e-business  network  platforms,  such  as  Genuity's 
BLACK  ROCKET^"  streamline  the  process  of  deploying  reliable,  secure,  scal- 
able e-marketplaces.  These  platforms  eliminate  the  need  to  cobble  together 
individual  components,  such  as  web  hosting,  security,  Internet  access  and 
transport  services — a  laborious,  time-consuming  and  costly  process.  As  a 
resuft,  BLACK  ROCKET  can  be  delivered  quickly — in  a  matter  of  days — reduc- 
ing "time-to-revenue"  so  critical  in  today's  demanding  business  climate. 

Because  the  components  are  carefully  selected  and  provisioned  to  work 
together,  pre-configured  e-business  network  platforms  perform  more  effec- 
tively and  offer  a  higher  level  of  reliability  than  other  infrastructure  solutions. 
They  are  also  easier  and  less  costly  to  manage  and  support.  In  addition,  pre- 
configured  platforms  are  fine-tuned  for  particular  applications,  providing  mon- 
itoring information  that  facilitates  application  management.  Most  important, 
they  provide  a  single  point  of  contact  and  accountability  for  the  e-business 
network  platform  vendor,  who  assumes  responsibility  across  all  elements  of 
the  platform. 

e-Business  network  platforms  will  become  even  more  essential  to  support 
next-generation  collaborative  commerce  environments  that  unite  buyers,  sell- 
ers and  business  partners.  These  environments  will  require  robust  infrastruc- 
tures that  can  handle  the  capacity  and  security  requirements  of  content-inten- 
sive interactions.  Because  they  are  designed  to  interoperate  with  multiple 
applications — including  legacy  systems — pre-configured  e-business  network 
platforms  like  BLACK  ROCKET  will  facilitate  the  creation  of  these  complex  col- 
laborative commerce  environments,  www.genuity.com  1-800-GENUITY 

Genuity  and  BLACK  ROCKET  are  trademarks  of  Genuity.  Inc.  All  other  tradennarks 
are  property  of  their  respective  owners 
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Sun  Microsystems:  Providing  Scalability, 
Reliability  and  Availability 

IN  ORDER  TO  ENSURE  THE  INFRASTRUCTURE  SCALABILITY  OF  THEIR  SITES, 
e-market  makers  must  thoughtfully  select  the  hardware,  operating  system,  soft- 
ware architecture  and  services  that  will  support  high  numbers  of  users  and 
transactions.  1o  succeed  in  this  demanding  endeavor,  would-be  e-marketplaces 
should  prototype,  benchmark  and  test  solutions  before  taking  them  live. 

Sun  has  a  multifaceted  e-marketplace  strategy.  In  addition  to  using  open 
standards,  it  employs  Sun  Enterprise  servers,  the  Solaris  Operating  Environ- 
ment, Sun  StorEdge  and  a  proven  integration  framework  and  methodology 
implemented  by  Sun  Professional  Services,  as  well  as  the  iForce  Ready  Center 
for  proof-of-concept  and  pilot  programs.  This  strategy  also  includes  proactive 
management  tools  from  Sun  Support  Services  and  innovative  training  solu- 
tions from  Sun  Educational  Services. 

In  keeping  with  this  strategy,  Sun  recommends  that  its  customers  build 
scalability,  reliability  and  availability  into  the  infrastructure  design  from  the 
beginning,  rather  than  trying  to  reconstruct  their  e-marketplace  systems  when 
demand  exceeds  current  capacity. 

Because  e-marketplace  services  are  actually  software  applications  that 
run  on  top  of  user  infrastructures,  they  themselves  do  not  ensure  infra- 
structure scalability.  However,  this  does  not  mean  that  the  software  can  simply 
be  taped  together.  Just  the  opposite  is  true.  E-marketplace  application  soft- 
ware must  not  only  perform  at  the  highest  level,  rt  must  also  be  designed  to 
optimize  the  underlying  infrastructure.  It  should  be  secure,  manageable  and 
interoperable  with  other  services. 

•  It's  all  about  leveraging  the  network.  "The  Network  Is  the  Computer"  has 
been  the  vision  upon  which  Sun's  products,  relationships,  services  and  tech- 
nologies have  been  built.  Now,  that  same  concept  is  the  working  premise  of 
most  firms  in  the  Net  economy.  It  is  also  the  under-  v^S^ 

^Sun 


lying  premise  of  an  e-marketplace 
www.sun.com/broadvision 
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portions  of  their  own  content  and 
incorporating  third-party  content  aggre- 
gators to  provide  rationalized  data. 

No  e-marketplace  wants  its  customers 
to  have  to  electronically  click  through 
hundreds  of  catalog  pages  in  order  to 
find  the  items  they  seek.  Rather,  when 
these  customers  log  on,  they  should  be 
automatically  directed  to  the  areas  they 
have  historically  accessed,  and  new  areas 
that  will  be  of  interest  to  them.  When  an 


e-marketplace  can  meet  all  the  needs  of 
its  business  partners  by  providing  auto- 
mated, dynamic  content,  it  is  realizing 
the  proper  balance  of  computer  automa- 
tion and  manual  intervention.  This 
means  it  is  creating  liquidity  and  loyalty. 

COLLABORATION:  OPENING  THE  LINES 
OF  COMMUNICATION 

Collaboration  involves  breaking  down 
the  firewalls  and  opening  up  the  lines 


of  communication  between  all  organi 
zations  within  the  extended  supply 
chain.  Whether  it's  suppliers,  manufac- 
turers, distributors,  resellers,  retailers  or 
the  end  consumer,  collaboration  makes 
it  possible  for  all  of  these  participants 
to  make  the  best  possible  business 
decisions  that  will  govern  their 
e-marketplace  strategies.  Through  col- 
laboration, for  example,  buyers  can 
unite  to  aggregate  demand  and  increase 
their  leverage  with  suppliers.  Beyond 
that,  they  can  move  into  full-blown  col- 
laboration, which  involves  multi-enter 
prise  collaborative  design  and  manu- 
facturing, in  which  multiple  enterprises 
within  a  supply  chain  join  forces  to 
exchange  intellectual  capital. 

Collaboration  is  a  hallmark  of  private 
e-marketplaces.    In    these  private 
e-marketplaces,  companies  create  tight- 
ly coupled  virtual  enterprises  composed 
of  closed  trading  communities  that 
include  only  essential  business  partners. 
As  an  example,  consider  the  private 
e-marketplace  of  a  manufacturer.  On 
one  side  the  manufacturer  has  compo 
nent  suppliers  and,  on  the  other  side,  it 
has  distributors.  Within  this  private  envi 
ronment,  the  manufacturer  is  responsible 
for  providing  an  e-marketplace  environ 
ment  in  which  it  can  manage  both  sets 


THE  SINGLE-MINDED  FOCUS  ON  THE  TRANSACTION  IS  BEARING,  AT  BEST,  EPHEMERAL  GAINS 
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MANY  E-MARKETPLACES  UNDERESTIMATE  THE  CHALLENGE  OE  CONTENT  MANAGEMENT 


of  strategic  partners — the  supply  and 
demand  chains.  To  simphfy  it,  think  of 
the  private  e-marketplace  as  a  very 
smart,  intuitive  extranet  in  which  all  the 
partners  integrate  their  critical  business 
processes  across  corporate  boundaries  to 
create  a  "virtual  enterprise." 

COMMUNITY: 

WORKING  TOGETHER  FOR 

THE  COMMON  GOOD 

"The  end  game  is  the  community  itself," 
says  BroadVision  President  and  CEO 
Chen.  "Community  involves  much  more 
ithan  just  executing  transactions.  It's  not 
just  about  generating  a  little  revenue 
here  or  there.  No  one  will  win  in  the 
long  run  with  that  kind  of  attitude.  It  is 
a  full  life  cycle.  It's  just  like  living  in  a 
little  town;  there  are  relationships  that 
must  be  maintained,  relationships  that 
change  and  relationships  that  end  and 
must  be  replaced." 

Community  is  the  true  added  value 
of  collaborative  commerce.  It  is  built 
on  the  principles  of  lifetime  relation- 
'•'ship  management,  personalization, 
''toust  and  one-to-one  marketing.  Com- 
merce that  takes  place  within  a  com- 
munity is  vastly  different  from  commerce 
that  takes  place  in  an  automated  elec- 
ttronic  void.  Within  the  collaborative 


community,  the  success  of  any  partici- 
pant is  inextricably  linked  to  the  suc- 
cess of  its  business  partners.  It's  one  for 
all,  and  all  for  one. 

Lifetime  value  management  is  a 
pillar  of  the  collaborative  community, 
and  as  such,  it  cuts  across  all  four  C's 


of  the  e-marketplace.  Its  goal  is  the  cre- 
ation of  satisfied  customers  that  con- 
sistently generate  repeat  business.  Of 
course,  every  e-marketplace  wants  sat- 
isfied repeat  customers,  but  the  differ- 
ence is  that  within  a  community  envi- 
ronment, the  e-marketplace  actually 


Sun  Microsystems:  Offering  a 
Spectrum  of  e-Marketplace  Support 

ONE  OF  THE  MOST  SIGNIFICANT  PERCEIVED  BARRIERS  to  launching  an  oniine 
exchange  is  building  a  site  that  is  scalable,  robust  and  reliable  enough  that 
major  customers  wouldn't  think  twice  about  using  it  for  their  business- 
critical  transactions.  To  get  there,  e-market  makers  are  tapping  some  of 
the  best  minds  in  the  technology  business.  They  are  teaming  with  Sun, 
through  its  iForce^*^  initiative,  and  with  industry-leading  professional  ser- 
vices organizations,  systems  integrators,  service  providers,  ISVs  and  hard- 
ware and  software  providers  to  build  a  complete  trading  hub  from  scratch 
using  best-of-breed  components. 

Sun  has  emerged  as  the  number-one  e-marketplace  platform,  due  to  its 
Internet  expertise  and  its  long-standing  focus  on  the  network  as  the  com- 
puter. As  a  result,  massive  scalability,  extreme  security  and  high  reliability 
have  been  built  into  the  Sun  platform.  Sun's  technology  consulting,  in-depth 
education  solutions  and  proactive  support  services  are  designed  to  address 
the  full  spectrum  of  availability  issues  e-market  makers  face  today — ^from  ser- 
vice-level agreements  and  scalability,  to  change  management  and  agility. 
Sun's  rich  partner  relationships  and  resulting  application  portfolio,  which  is 
predominantly  based  on  open  standards  and  technologies,  provide  a  mag- 
netic attraction  that  draws  e-market  makers  to  the  Sun  platform. 

As  many  as  250  e-marketplaces,  including  retail  marketplaces  such  as 
the  GlobalNetXchange  (GNX)  and  commodity  exchanges  such  as  the 
American  Petroleum  Exchange  (APE),  have  been  built  on  top  of  the  Sun 
platform  and  use  Sun's  partner  applications.  In  building  exchanges.  Sun 
Professional  Services  uses  its  proven  integration  framework  and  method- 
ology, which  results  in  an  efficient  e-marketplace  execution  that  preserves 
security  and  data  integrity. 

Working  with  experienced  industry  leaders,  these  two  e-market  makers 
were  able  to  gain  significant  business  advantages — including  shorter  time- 
to-market — with  proven,  tested,  integrated  solu-  ^SS^ 
tions  that  are  based  on  open  standards. 

www.sun.com/broadvision  microsystems 
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webMethods: 
Creating  a  Platform 
for  Integration 

FOR  YEARS,  THE  SOFTWARE  PLAT- 
FORMS THAT  TIE  TOGETHER  DIS- 
PARATE SYSTEMS  within  the  enter- 
prise were  less  than  glamorously 
referred  to  as  "middleware."  With 
the  success  of  business-to-business 
(B2B)  e-commerce  over  the  Internet, 
integration  software  technology  has 
attracted  a  great  deal  of  new  atten- 
tion. As  the  leader  in  integration 
software,  webMethods  provides  a 
unified  platform  for  automating  busi- 
ness processes  across  the  extended 
enterprise. 

Integration  software  makes  it  pos- 
sible for  exchange  participants  to 
link  together  the  major  enterprise 
applications  such  as  ERP,  CRM  and 
Supply  Chain  Planning  within  the 
four  walls  of  their  enterprise,  and 
then  out  over  the  firewall  to  the 
equivalent  systems  of  their  business 
partners.  This  way  they  can  exchange 
key  business  documents,  such  as 
purchase  orders,  and  link  critical  busi- 
ness processes  together  to  foster 
better  collaboration  between  mem- 
bers of  the  supply  chain.  Both  inde- 
pendent and  industry-backed  ex- 
changes such  as  Forest  Express  and 
many  others  are  taking  their  B2B 

exchanges  beyond  simple  order-matching  by  implementing  deep  integration  with  the  systems  of  their  exchange  participants. 

Ultimately,  the  real  promise  goes  beyond  mere  automation  of  product  selection  and  ordering  to  integrate  business 
processes  between  companies  in  real-time  over  the  Internet.  This  type  of  integration  makes  possible  a  whole  range  of 
collaborative  commerce  applications  that  were  previously  out  of  reach.  Inventories  can  literally  be  replaced  with  infor- 
mation— a  clean,  integrated  flow  of  information  throughout  the  supply  chain  makes  it  less  necessary  to  chew  up  work- 
ing capital  by  hoarding  parts  and  products. 

With  so  many  applications  and  trading  partners  to  integrate,  the  integration  software  platform  is  becoming  the  foun- 
dation for  many  business  process  automation  efforts,  both  intra-  and  inter-company.  Since  no  single  application  can 
handle  all  aspects  of  a  business  process,  an  integration  platform  is  critical  to  the  success  of  a  comprehensive  e-com- 
merce strategy,  www.webmethods.com  703-460-2500 


BEA: 

Managing  the  Complexity  of 
Collaborative  Commerce 

OPPORTUNITY;  Moving  to  real-time,  collaborative  commerce  can 
help  you  get  to  market  faster,  streamline  negotiations,  span  corpo- 
rate boundaries  and  unlock  new  trading  opportunities. 
REALITY:  You've  just  unleashed  a  level  of  complexity  that  your  B2B 
infrastructure  has  never  seen  before.  Doing  business-to-business 
today — with  yesterday's  infrastructure — won't  just  slow  down  your 
IT  department.  It  could  stop  you  in  your  tracks. 
UNDERSTAND  THE  ISSUES  AND  YOUR  OPTIONS: 

Can  you  quickly  bring  new  partners  on  board?  Access  to  the  right 
partner — with  the  right  product — at  the  right  price — at  the  right 
instant  is  critical.  You'll  need  an  infrastructure  that  lowers  entry  bar- 
riers by  allowing  any  number  of  partners  to  join  simply  and  easily. 

Can  you  rapidly  create,  share  and  change  business  processes? 
Business-to-business  is  complex — and  the  B2B  speed  limit  just  went 
from  55mph  to  110mph.  Technology  must  meet  the  needs  of  busi- 
ness, not  vice  versa.  You  need  to  quickly  develop  new  business 
processes,  manage  partners  and  respond  rapidly  to  market  demands. 
0  Isn't  every  B2B  message  mission-critical?  B2B  commerce  is  con- 
versational— not  static  or  one-way — involving  multitudes  of  mes- 
sages between  enterprises,  applications  and  people.  Every  message 
must  reach  its  destination.  The  requirement  is  simple — but  it  doesn't 
always  happen. 

BEA  can  help  you  find  the  answers.  Chances  are,  you're  already 
using  BEA  technology.  So,  let  the  company  that  brought  you  the 
market's  leading  application  server  answer 
this  challenge  too. 
www.bea.com  877-817-8232 
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reaches  out  and  caters  to  those  cus- 
tomers, making  it  easier  for  them  to  do 
business  and  letting  them  know  that 
they  are  appreciated. 

Again,  this  approach  to  doing  busi- 
ness is  as  much  about  hard-core  busi- 
ness values  as  it  is  about  altruism.  This 
can  be  substantiated  by  the  results  of 
two  recent  surveys.  The  first  one,  con- 
ducted by  Merrill  Lynch,  found  that 
companies  conduct  90  percent  of  their 
business  with  established  trading  part- 
ners and  only  10  percent  on  the  spot 
market  or  via  auctions.  The  second 
study  was  conducted  by  BroadVision 
with  McKenzie.  It  found  that  only 
about  30  percent  of  busmess-to-busi- 
ness  revenues  are  directly  related  to  cost 
savings  or  efficiency  gained  through 
transactions.  The  other  70  percent  of 
revenues  flow  from  pre-  or  post-trans- 
action relationship  management.  That 
suggests  that  there  is  an  incredibly 
lucrative  upside  to  thinking  outside  the 
box  when  it  comes  to  long-term  cus- 
tomer relationships. 

Personalization  and  one-to-one  mar- 
keting are  essential  elements  of  lifetime 
relationship  management  because  they 
make  e-marketplace  participants  feel  as 
though  they  are  a  market  of  one  —  as 
opposed  to  being  isolated  individuals 


Roundarch:  Focusing  on  the 
Customer  Experience 


E-MARKETPLACES  REPRESENT  SIGNIFICANT  OPPORTUNITIES.  However, 
creating  a  successful  e-marketplace  requires  careful  planning  and  execu- 
tion. Three  key  implementation  areas  include  customer  experience  design, 
content  management,  and  integration  to  the  enterprise  and  beyond. 

Successful  e-marketplaces  start  by  focusing  on  the  customer  experience. 
First-generation  e-marketplaces  were  primarily  transactional  hubs,  routing 
business  data  between  trading  partners,  and  then  moved  on  to  address  trans- 
actional efficiencies  to  drive  down  costs.  Next-generation  marketplaces  will 
differentiate  themselves  by  providing  value-added  services  and  a  compelling 
customer  experience  that  enhances  loyalty  and  participation.  Key  consider- 
ations include  designing  for  the  end  user,  designing  to  reinforce  the  brand 
promise,  selecting  technologies  that  provide  personalization  and  collabora- 
tion, and  developing  integrated  support  services  for  the  e-marketplace. 

Content  management  is  also  at  the  core  of  any  e-marketplace.  With  a 
tremendous  number  of  potential  data  sources,  content  management 
addresses  how  to  assemble,  organize,  filter  and  publish  information.  Key 
considerations  include  selecting  a  robust  tool  that  enables  distributed  pub- 
lishing, content  transformation,  and  enabling  trading  partners  to  partici- 
pate in  the  content  management  process. 

m  Finally,  e-marketplaces  need  to  integrate  with  customers,  supply  chain 
partners  and  backend  systems.  Because  of  the  wide  variety  of  partner 
capabilities,  e-marketplaces  need  to  be  able  to  support  multiple  integra- 
tion formats  including  XML,  EDI,  e-mail,  file  transfer,  web  and  application- 
specific  protocols.  Key  considerations  include  developing  a  framework  and 
technology  set  that  is  scalable,  robust  and  provides  a  flexible  platform  for 
both  enterprise  application  and  business-to-business  integration. 

Roundarch  delivers  superior  financial  results  by  helping  customers  archi- 
tect profitable  customer  relationships.  Roundarch  can  help  you  StartAhead 
and  stay  ahead  of  your  competitors.  ROUNDRROH 
www.roundarch.com  312-374-2000  The  Customer  Relationship  Architects 


in  a  massive,  impersonal  market.  Self- 
service  is  a  key  enabler  of  these  two 
concepts  because  it  provides  a  smooth 
path  for  doing  business  in  an  e-market- 
place. This  ease  of  use  is  an  absolute 
requirement  because  if  it  is  too  difficult 
for  buyers  and  sellers  to  interact  with 
an  e-marketplace,  they  will  either 
resort  to  paper,  faxes  and  the  tele- 
phone— which  defeats  the  primary 


purpose  of  an  e-marketplace  —  or 
abandon  the  site  altogether. 

E-marketpIace  customers  want  to  be 
alerted  if  there  is  a  change  to  information 
relating  to  them,  and  they  want  to  be  able 
to  act  on  that  change,  which,  for  exam- 
ple, could  lead  to  altering  their  strategic 
sourcing  strategies.  The  e-marketplace 
that  provides  easy-to-use  self-service  has 
an  immediate  advantage  because  it  can 
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E-M  A  RK].  I  PLACES  MUST  EXCEED  THEIR  PURELY  TECHNOLOCICAL  ROOl  S 


concentrate  on  providing  value-added 
expert  consulting  rather  than  answering 
mundane  data  entry  questions. 

Lifetime  relationship  management. 
Personalization.  One-to-one  marketing. 
Self-service.  These  are  the  essential 
elements  of  an  e-marketplace. 


CONCLUSION 

E-marketplaces  are,  in  part,  creations 
of  computerized  automation.  The  fact 
is  that  they  owe  their  very  existence  to 
this  technology.  But  in  order  for 
e-marketplaces  to  be  truly  successful, 
they  must  exceed  their  purely  techno- 


Yantra:  Supplying  Robust  Order 
Management  Systems 

GIVEN  THE  LARGE  NUMBER  OF  E-MARKETPLACE  PARTICIPANTS  AND  THEIR 
STRINGENT  DEMANDS  FOR  REAL-TIME  STATUS  INFORMATION,  e-market- 
places  require  more  robust  functionality  than  is  found  in  standard  order 
management  solutions. 

Most  order  management  systems  were  designed  to  work  within  the  four 
walls  of  an  enterprise.  However,  in  order  to  succeed  in  today's  complex 
B2B  arena,  market  makers  require  a  system  that  enables  them  to  manage 
a  wide  variety  of  buyers,  suppliers  and  business  partners  that  operate  out- 
side their  organizations. 

In  this  enterprise  environment,  market  makers  must  maintain  real-time 
visibility  while  controlling  orders  from  the  moment  buyers  make  their  pur- 
chase decision  throughout  the  fulfillment  process,  and  not  ending  until 
proof  of  delivery  is  established  and  returns  are  executed.  The  detailed,  real- 
time information  necessary  to  maintain  that  control  enables  e-marketplaces 
to  proactively  manage  order  exceptions  and  provides  trading  partners  with 
the  information  they  need  to  optimize  their  own  supply  chains. 

The  unique  demands  of  e-business  require  marketplaces  to  easily 
incorporate  business  services  such  as  transportation,  financing,  insur- 
ance and  customs  processing.  Each  of  these  services  has  its  own  busi- 
ness processes  and  unique  communications  protocols.  E-marketplaces 
must  monitor  the  status  of  these  services  and  link  that  status  directly  to 
the  order  information.  Moreover,  they  must  have  a  strong  set  of  inventory 
management  tools  that  provide  features  such  as  "available-to-promise"  and 
"available-to-deliver"  inventory  visibility.  They  must  also  have  the  ability 
to  manage  real  and  virtual  inventory  within  a  single  system  and  segment 
inventory  so  that  certain  products  can  be  reserved  for  specific  buyers. 

To  meet  these  ambitious  objectives,  e-marketpiaces  must 
have  flexible,  web-based  transaction  management  systems 
that  provide  real-time  visibility  throughout  the  entire  trans- 
action life  cycle. 
www.Yantra.com  888-2Yantra 
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logical  roots  and  move  beyond  their 
single-minded  focus  on  transactions  to 
incorporate  the  human  element.  It  is 
this  human  element  that  will  transform 
them  from  impersonal  trading  arenas 
into  collaborative  commerce  market- 
places based  on  lifetime  relationship 
management,  personalization,  one-to- 
one  marketing  and  trust. 

The  keys  to  this  transformation  are 
the  Four  C's:  Commerce,  Content,  Col- 
laboration and  Community.  When  all 
four  of  these  critical  components  are 
combined,  the  result  is  a  collaborative 
marketplace  in  which  buyers,  sellers 
and  suppliers  all  work  together  toward! 
their  mutual  benefit.  In  the  collabora- 
tive marketplace,  transactions  wil 
change  from  being  isolated,  one-time| 
affairs  to  becoming  just  another  ele- 
ment  in   the   interactive,  ongoing] 
exchange  of  goods  and  services. 

Rather  than  being  some  kind  ofl 
advanced,  futuristic  phenomenon,  col-l 
laborative  commerce  is  really  nothing| 
more  than  a  digitally  enhanced  throw- 
back to  the  days  when  merchants  and| 
customers  gathered  together  in  a  phys- 
ical marketplace,  bartering  over  goods,H||f; 
discussing  the  events  of  their  lives  andl 
conducting  business,  as  trusted  parmers,| 
over  a  cup  of  coffee.  • 
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UNLESS  YOU  ARE  OF  SUPERHUMAN  SKILL  AS  A  MARKET  TIMER,  YOUR  PORT- 
folio  is  probably  a  little  sadder  looking  than  it  was  a  year  ago.  But  now  is 
no  time  to  be  throwing  up  your  hands  in  despair.  Pay  attention  to  how 
you  are  accumulating  wealth  and  how  you  are  spending  it,  and  you  can  live  as 
well  as  you  expected  to. 

Our  summer  Investment  Guide  cuts  across  a  wide  range  of  topics,  from  on- 
line trading  {p.  198)  io  pitfalls  in  growth  stocks  (p.  176).  But  two  themes  get  par- 
ticular attention  this  time:  how  to  live  well  for  less  and  how  to  keep  what  you 
have  earned  from  the  tax  collector. 

We  tell  you  how  to  be  a  cut-rate  Ted  Turner  by  buying 
into  a  shared  ranch  (p.  158),  how  to  trade  off  the  cost  of  a 
house  against  the  cost  of  private- school  tuition  (p.  172) 
and  how  to  get  more  from  your  greens  fees  (p.  162).  On 
the  tax  front,  we  look  at  how  to  turn  your  IRA  into  a  tax 
shelter  lasting  for  three  generations  (p.  216),  how  to  find 
mutual  funds  with  built-in  tax  advantages  (p.  206),  how  to 
turn  your  hobby  into  a  business  so  the  IRS  helps  pay  for  it 
{p.  166)  and  how  to  turn  an  environmental  vacation  into  a 
deductible  donation  (p.  160). 

The  economy  may  slow,  but  your  prosperity  need  not. 
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HOME  ON  THE 

RANCH 

How  do  you  get  a  $60  million  spread  in  Montana 
fly-fishing  country  for  $3  million?  Share  it  with  herds 
of  other  families  and  elk  by  ashlea  ebeling 


WHEN  HE  WAS  A  KID 
in  Connecticut, 
David  Pepe's  fan- 
tasy was  to  have  a 
fishing  cabin  with 
a  trout  stream  out 
back.  Now,  at  43, 
he  and  his  wife,  JuHe,  have  bought  two 
ranches  in  southwest  Montana — the 
1,800-acre  Beaverhead  Ranch,  with  5 
miles  of  the  Beaverhead  River  running 
through  it,  and  the  2,000-acre  Big  Hole 
Ranch,  which  rises  1,500  feet  from  the 
Big  Hole  River  up  to  grazing  land  for  a 
herd  of  400  elk  that  borders  a  national 
forest.  Both  rivers  teem  with  trout. 

The  two  properties  are  part  of  a 
"shared  ranch"  development  called  the 
Silver  Bow  Club,  which  Pepe — for- 
merly a  commercial-property  devel- 
oper in  Florida — is  creating  with  his 
partners,  husband  and  wife  James  and 
Cassandra  Toth,  fly-fishing  outfitters 
from  Missoula,  Mont.  As  Pepe  pro- 
motes it:  "You  get  a  $60  million  ranch 
for  $3  million.  That's  a  deal." 

The  shared-ranch  concept  is 
spreading  in  the  West,  as  developers 
woo  buyers  who  want  the  trappings  of 
a  ranch  without  the  work  and  at  a  fi'ac- 
tion  of  the  cost.  While  a  third  of  fami- 
lies earning  more  than  $100,000  a  year 
own  a  vacation  or  weekend  retreat,  only 
3%  can  boast  a  ranch  or  farm  as  a  sec- 
ond home,  the  Mendelsohn  Affluent 


Survey  shows.  Maybe  ranches  will  get 
more  popular,  now  that  there's  a  Texas 
weekend  rancher  in  the  White  House. 

Already,  growing  demand  has  dri- 
ven up  the  price  of  recreational 
ranches.  In  the  early  1980s  a  1,000-acre 
starter  ranch  in  southwestern  Montana 
went  for  as  little  as  $500,000,  its  price 
based  on  the  number  of  beef  cows  it 
could  support.  Now  a  parcel's  value  de- 
pends on  its  vistas,  and  that  starter 
ranch  goes  for  $2  million.  A  desirable 
property  might  go  for  $5,000  an  acre. 
The  cattle  are  decoration. 

The  neighbors  help  drive  up  prices, 
too;  Ted  Turner  has  four  ranches  worth 
well  over  $100  million  in  Montana,  one 
of  them  in  Beaverhead  County.  In  ad- 
joining Madison  County  tech  entrepre- 
neur Roger  Lang  has  a  20,000-acre  ranch 
he  picked  up  in  1998  for  $28  million. 


hunting  and  nding. 

Across  the  Madison  River  froi 
Lang's  place,  for  example,  the  no- frill 
Sun  West  Ranch  has  1,600  acres  a 
common  open  space  and  another  40 
acres  divided  among  55  undevelopq 
lots  at  prices  ranging  from  $230,000  1 
$280,000.  Twelve  have  been  sold  so  U 
Annual  dues  are  $3,120  and  the  mai 
amenity  is  a  horse  barn.  Charles  Pfeifa 
a  New  York  City  TV-commercial  pre 
ducer,  bought  a  house  and  lot  in  195 
for  $500,000.  "This  is  not  Disneyland! 
says  Pfeifer,  who  is  60. 

But  that's  the  way  he  likes  it.  Wha 
he  had  a  group  of  Vietnam  War  buo 
dies  out  for  a  visit  last  year,  they  spei 
hours  target  shooting.  He  made  ai 
other  trip  with  seven  West  Point  foe 
ball  teammates  (Class  of  '65).  "They  4 
caught  fish;  they  all  shot  birds;  and  ths 
all  got  saddle  sores,"  he  says. 

By  contrast,  StockFarm,  nej 
Hamilton  in  Montana's  Bitterroot  Va 
ley,  has  the  same  amount  of  shard 
acreage  as  Sun  West,  but  it  has  a  gi 
course  and  an  equestrian  center 
other  1,000  acres  are  devoted  to 
homesites  and  30  golfer  cabins.  Back< 
by  billionaire  Charles  Schwab,  who 
a  log  home  of  his  own  there,  Stoc 
Farm  broke  ground  in  1998  and  is  noj| 
70%  sold.  One  selling  point:  A  nearl 
airstrip  makes  long-weekend  visi 
possible.  Lots  cost  $350,000  1 
$850,000;  prebuilt  "cabins"  aji 
$850,000  and  up;  resalable  golf  merij 
berships  are  $95,000  (90  are  left  i 
350).  Annual  fees:  $1,800  for  hom| 
owners,  $4,200  for  golfers.  | 

Then  there's  Pepe's  Silver  Bo 


THIS  IS  NOT  DISNEYLAND:  WE  ALL  CAUGHT  FISH;  WE 
ALL  SHOT  BIRDS;  AND  WE  ALL  GOT  SADDLE  SORES. 


Shared  ranches  provide  a  way  for 
those  with  fewer  zeros  in  their  net 
worth  to  live  like  Ted  and  Roger.  These 
developments  generally  offer  common 
ownership  of  huge  pieces  of  open  land, 
breathtaking  scenery,  plentiful  wildlife 
and  relative  privacy.  Some  cater  to  one 
activity,  such  as  golf,  skiing  or  fly-fish- 
ing. Others,  more  bare-bones,  stick  to 


Club.  Named  after  a  social  club  forme 
by  mining  magnates  in  1882  in  neart 
Butte,  Silver  Bow  aims  to  be  exclusi^ 
but  unpretentious.  For  $3  million  an 
a  $70,000  annual  fee,  each  of  22  buye: 
gets  a  tiny  2-to-4-acre  building  site  an 
part  ownership  of  the  two  ranche 
Houses  are  limited  to  4,000  square  fee 
"No  starter  castles,"  declares  Jam< 
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Toth.  Wranglers,  chch,  iishing  and 
hunting  guides,  and  ranch  vehicles 
are  part  of  the  deal. 

Pepe  paid  $9  million  for  the  two 
ranches.  He's  spending  millions 
more  on  improvements,  including 
$4.5  million  to  create  ponds  and  re- 
store eroded  riverbanks.  He  plans 
to  keep  95%  of  Silver  Bow  undevel- 
oped and  is  negotiating  to  donate 
conservation  easements  to  groups 
such  as  the  Rocky  Mountain  Elk 
Foundation,  a  pro-hunting  group, 
and  the  Montana  Land  Reliance,  a 
land  trust. 

At  the  Beaverhead  Ranch  one  re- 
cent afternoon  a  sandhill  crane  took 
off  from  a  field  of  sagebrush;  a 
pheasant  ran  for  cover;  then,  as  if  on 
cue,  a  beaver  swam  across  the  river. 
"These  are  our  animatronics,"  jokes 
Pepe.  The  project's  hunting  lodge 
will  be  built  here,  and  its  main  lodge 
and  the  22  homes  will  be  clustered  at 
the  Big  Hole  Ranch,  45  minutes 
away  near  Divide,  Mont. 

Do  the  arithmetic  on  some  of 
these  developments,  and  you  can  see 
that  buying  into  a  shared  ranch  with 
frills  included  is  going  to  cost  you  a 
steep  markup  over  raw  land.  If  you 
want  to  save  a  bundle,  skip  the  fi-ills 
and  do  the  subdivision  work  your- 
self. A  few  years  back  real  estate 
agent  Thomas  Bramlette  of  DQlon, 
Mont,  sold  an  1,100-acre  ranch  with 
almost  a  mile  of  Big  Hole  River 
frontage  to  two  families  for  $1.5  mil- 
lion. Then  they  rounded  up  four 
more  families  willing  to  put  up 
$650,000  each  for  equal  shares  of  the 
property,  including  new  vacation 
cabins  on  them. 

Lois  Delger,  a  manager  for  the 
Montana  Land  Reliance,  adds  that 
some  cash-strapped  ranchers  are 
willing  to  sell  off  a  small  parcel  of 
land  along  with  a  recreational  lease 
(for  hunting,  fishing,  etc.)  on  a 
much  larger  part  of  the  ranch.  Make 
sure,  when  you  draft  the  lease,  that 
the  recreational  rights  don't  end  if 
the  larger  property  is  sold. 

It's  still  the  Wild  West — but  not 
for  long.  F 


DARREN  HOBBS  IS  A  PILOT  FOR 
United  Airlines.  But  the  37- 
year-old  Corpus  Christi  resi- 
dent always  wanted  to  be  a 
park  ranger. 
Flying  the  skies  Hobbs  earns  five 
times  what  he'd  make  patrolling  parks, 
but  he  still  pursues  his  passion.  This 
summer  he'U  either  study  manatees  in 
Belize  or  survey  coral  reefs  in  the  St. 
Vincent  Grenadines.  In  1999  he  spent 
ten  days  on  a  fishing  boat  in  Spain's 
Alboran  Sea  helping  biologists  collect 
data  on  dolphins.  In  1997  he  hiked 
through  Idaho  with  University  of 
Chicago  researchers,  helping  to  capture, 
anesthetize,  measure  and  radio-collar 
mountain  lions.  Says  Hobbs:  "How 
often  do  you  get  to  hold  a  mountain 
Hon  in  your  arms?" 

Yet  another  thriU:  Hobbs  deducted 


the  entire  cost  of  his  adventure  a 
charitable  donation,  so  Uncle  S; 
picked  up  one-third  of  the  tab. 

Some  people  turn  their  interest  ii 
a  business  and  deduct  losses  agaii 
other  income  (seep.  166).  Others  tak 
tax-deductible  working  vacation 
which  they  volunteer  to  do  work  uncliii 
the  sponsorship  of  a  university  or  otl 
tax-exempt  group.  Even  without  t 
deduction,  these  trips  can  be  reasc 
able.  Excluding  airfare,  fees  usua 
range  from  $1,000  to  $3,000,  wherea 
guided  "ecotourism"  trip  can  c( 
$10,000,  excluding  airfare. 

Want  to  help  unearth  the  largi 
Neolithic  settlement  in  the  Near  Ea 
Examine  the  nesting  habits  of  Amaz 
turtles?  Reconstruct  the  dawn  of  t 
age  of  dinosaurs  in  Argentina?  Earf 
watch  Institute,  the  largest  sponsor 
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larch  trip  i  by  leigh  Gallagher 


Sure  beats  Sea  World:  tracking  dolphins 
with  the  Oceanic  Society  off  Hawaii., 


ich  projects,  says  sign-ups  are  running 
7%  ahead  of  last  year's  3,000  level, 
^or  sponsors,  see  table  on  page  162.) 

Make  no  mistake:  These  aren't  lux- 
ry  cruises  in  which  you  spot  a  few 
hales  from  your  deck  chair  and  hit  the 
uffet.  For  a  trip  to  be  deductible,  you 
lust  put  in  40  hours  of  work  a  week. 
Ceep  a  log  in  case  you're 
jdited.)  Tasks  can  range 
om  genteel  drudgery 
ach  as  observing,  mea- 
jring  and  cataloging,  to 
lore  taxing  activities,  say, 
iking  to  17,000  feet  in 
ic  Himalayas  to  study 
cpalese  snow  leopards. 

Harvey  Lowe,  a  Pru- 
ential  project  manager 
om  New  Jersey,  was  able 
)  put  his  skills  as  an  am- 


YOU  CAN 
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ateur  photographer  to  use  on  a  trip  to 
Paraguay  to  study  the  health  of  the 
Chamacoco  Indians. 

Accommodations  range  from  prim- 
itive to  close  to  luxurious.  Earthwatch 
Institute  boasts  that  volunteers  study- 
ing dolphins  in  South  Africa  stay  in 
fully  equipped  beach  houses  and  enjoy 
dinners  "topped  off  with 
Cape  wines."  In  other 
projects  you  sleep  in  tents 
or  even,  in  one  case,  the 
communal  brick  bed  in 
the  home  of  a  Mongolian 
goatherd.  Lucent  retirees 
Delta  and  Thomas  Greene 
suffered  through  a  week  of 
cold-water  showers  on 
their  trip  to  study  giant 
clams  of  the  Tongan  Is- 
lands. In  Idaho  Hobbs' 


group  threw  sleeping  bags  on  the  floor 
of  a  farmhouse.  He  was  up  before  dawn 
and  often  worked  late  into  the  night.  "I 
would  hardly  call  it  cushy,"  he  says. 

Not  surprisingly,  European  archae- 
ology digs  with  hotel  accommodations 
are  popular.  But  there  really  is  work 
going  on.  The  University  of  California, 
Davis'  Research  Expeditions  Program 
designs  trips  to  fill  the  needs  of  its  re- 
searchers, often  graduate  students. 
Earthwatch,  whose  main  function  is 
sponsoring  trips,  picks  outside  re- 
searchers. The  Oceanic  Society  in  San 
Francisco  offers  volunteer  research  trips 
as  well  as  labor-free  tours.  Only  tlie  re- 
search trips  are  tax-deductible. 

Here's  how  the  tax  deduction 
works:  You  make  a  contribution  to  a 
501(c)(3)  tax-exempt  group  sponsor- 
ing your  research,  which  pays  for  proj- 
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ect  expenses,  including  scientitic 
equipment  and  your  own  room, 
board  and,  sometimes,  ground  trans- 
port. Assuming  you  itemize,  that  pay- 
ment can  be  written  ofif  as  a  charita- 
ble donation  because  some  of  it  goes 
directly  to  research  and  the  rest  pays 
expenses  you  incur  doing  volunteer 
work,  which  is  always  deductible. 
Earthwatch  even  allows  you  to  donate 
and  deduct  in  one  year,  then  take  your 
expedition  in  the  next. 

What  about  your  cost  of  getting 
there?  The  IRS  says  such  expenses  are 
deductible  only  if  there  is  "no  signifi- 
cant element  of  personal  pleasure, 
recreation  or  vacation  in  the  travel." 
But  don't  be  put  off.  Marcus  Owens,  a 
partner  with  Caplin  &  Drysdale  in 
Washington  and  former  head  of  the 
IRS'  tax-exempt  division,  says  that  you 
can  enjoy  your  trip  as  long  as  you 
work  40  hours  a  week.  You  can  even 
see  the  town  after  a  full  day's  work  or 
take  a  weekend  day  or  two  off.  Some 
volunteers  add  on  a  week's  vacation 
and  then  deduct  a  prorated  part  of  the 
airfare.  Owens  warns  that  the  law 
doesn't  really  allow  for  this,  but  says 
an  auditor  might  find  it  reasonable. 


VOLUNTEER  HUNTERS 

Earthwatch  Institute 

WWW.EARTHWATCH.ORG 

Independent  nonprofit  offering  720 
different  volunteer  research  projects. 

University  of  California,  Davis 
University  Research  Expeditions  Program 

HTTP://UREP.UCDAVIS.EOU/ 

Research  projects  are  all  led  by  DC 
faculty  and  graduate  students. 

Oceanic  Society 

WWW.0CEANIC-S0CIETY.ORG 

Marine  habitat  research  expeditions. 
Cultural  Restoration  Tourism  Project 

HTTP;//HOME. EARTHLINK.NET/-CRTP/ 

Restore  ancient  Buddhist  temple. 
Amizade 

HTTP;//WWW.AMIZADE,ORG/ 

Humanitarian  and  environmental  pro- 
jects in  the  Brazilian  Amazon,  the  Bo- 
livian Andes,  Australia  and  Montana. 

Reef  Environmental  Education  Foundation 

http://WWW.REEF.ORG/ 

Only  accepts  certified  scuba  divers. 


l  or  most  people  dcduclibilily  i.i 
just  a  bonus.  "When  I'm  out  doing 
these  trips  I  feel  I'm  doing  something 
useful,"  says  software  engineer 
Thomas  Davis,  52,  a  cofounder  of  Sil- 
icon Graphics,  who  retired  two  years 
ago.  An  avid  bird-watcher  whose 
childhood  dream  was  to  be  a  biolo- 
gist, Davis  has  taken  more  than  a 
dozen  volunteer  trips.  "If  you  go  on  a 
tour,  you're  paying  guides  to  make 
sure  nothing  goes  wrong.  On  an 
Earthwatch  trip  things  go  wrong  all 
the  time,  but  that  makes  it  fun,"  says 
Davis,  who  got  lost  in  the  Ecuadoran 
jungle  while  studying  butterflies. 

Binghamton,  N.Y.  systems  engi- 
neer Michael  Crisafulli,  55,  a  history 
buff,  has  taken  a  volunteer  trip 
nearly  every  year  since  1991 — in- 
cluding the  1994  excavation  of  a 
Bronze  Age  site  in  Borja,  Spain  where 
he  met  his  wife,  Karen,  a  teacher.  The 
CrisafuUis  say  the  deduction  allows 
them  to  take  the  pricier  trips  with 
hotels.  On  a  trip  to  Pompeii  to  study 
the  Temple  of  Apollo,  they  stayed  in 
a  family-run  hotel  and  dined  on 
wonderful  food  in  the  hotel's  court- 
yard at  night.  They  deducted  $6,000 
for  the  trip. 

At  the  other  extreme  is  Joy  Cheung, 
57,  a  retired  chemist  from  Albany,  N.Y. 
She  likes  geology,  so  last  summer  she 
joined  a  University  of  California  expe- 
dition to  collect  samples  from  a  glacier 
in  India's  Garwhal  Himalayas.  Sherpas 
carried  the  group's  backpacks  and 
tools,  but  Cheung  and  her  group  hiked 
for  four  days  to  an  elevation  of  10,000 
feet  and  camped  both  in  pouring  rain 
and  in  zero-degree  weather.  She  de- 
ducted $3,000 — the  $1,500  contribu- 
tion to  the  sponsor  plus  her  $1,500  air- 
fare. Next  she's  taking  the  Earthwatch 
trip  to  Mongolia  with  the  communal 
brick  bed.  "No  travel  agent  could  take 
me  to  these  places,"  she  says. 

Cheung's  husband  wonders  why 
she  pays  to  work  for  others,  even  if  it 
is  deductible.  Her  answer:  "It  enriches 
my  life.  It  will  always  be  with  me.  It's 
not  like  one  of  those  cruises  where 
you  come  back  with  a  straw  hat  and 
forget  about  it."  F 
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Divide  your  country  club 
dues  by  the  number  of 
times  you  play  golf.  Is  ther 
a  cheaper  alternative? 

BY  MATTHEW  SWIBEL 


leiiv 


ANN  AND  PETER  PARAS  LEAD 
busy  life  in  Avon  Lake,  Ohio  th 
includes  raising  two  preteen  ch 
dren  and  running  two  business 
(medical  devices  and  baseball  training 
What  were  they  getting  for  their  $5,7 
annual  dues  at  the  Avon  Oaks  Count 
Club  that  they  couldn't  get  at  the  Fi 
Seasons  Westlake  ($1,980  a  year)?  Ji 
one  thing:  a  golf  course.  But  Peter  w 
playing  only  six  times  a  year.  In  effe 
each  round  of  golf  was  costing  $620. 

Last  year  the  Parases  switched 
Five  Seasons.  Peter  plays  golf  at  Red  T 
Golf  Club  in  nearby  Avon,  Ohio,  payi 
$73  a  round.  The  $3,720  in  dues  savin 
also  pays  for  winter  golf  trips  to  Scot 
dale,  Ariz,  (where  he  plays  at  Dest 
Mountain)  and  Tampa,  Fla.  (O 
Memorial).  "A  better  use  of  r 
money,"  he  says. 

What  are  you  paying  to  tee  up?  T 
average  annual  dues  for  a  country  ck 
according  to  the  Club  Managers  Ass 
elation,  are  $4,000  (plus  a  $27,500  ini 
ation  fee),  and  since  1994  the  tax  co 
has  banned  deductions  for  these  du 
no  matter  how  many  business  deals  y 
cut  on  the  links.  Divide  your  dues 
the  number  of  holes  you  play  and  y< 
may  be  shocked. 

There  is  an  alternative:  Pay  p 
round.  Not-for-profit  private  clubs  ta 
only  limited  traffic  off  the  street,  1< 
they  jeopardize  their  tax  status.  But  fc 
profit  private  clubs  have  no  inhibit ioi 
Pasatiempo  Golf  Club  in  Santa  Cri, 
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\/linimize  your  tax  liability,  and  maximize  what  you  keep. 


Maximizing  your  returns  is  a 
mart  strategy.  The  tax-sensi- 
ive  Spartan®  Tax-Free  Bond 
j-und  can  help.  The  fund  fol- 
"^Dws  a  proprietary  structured 
investment  approach  which 
ttrives  to  minimize  risk  and 
leliver  solid  returns.  It  keeps 
focus  on  the  Alternative 
^/linimum  Tax  (AMT),  and  is 
jctively  managed  to  provide 


AMT-free  income. 

So,  in  the  end,  Fidelity's  deep 
bench  of  experienced  fixed- 
income  portfolio  manager's  help 
provide  solid  return  potential. 
Meaning  the  returns  you  see  are 
more  in  line  with  the  returns  you 
keep.  Put  the  expertise  and 
service  of  Fidelity  to  work  on 
your  portfolio  to  help  you 
see  yourself  succeeding. 


Introducing  Fidelity's 
Spartan'  Tax-Free 
IBond  Fund 

Actively  managed  for  high  current  tax-free  yields. 

"»  Managed  to  provide  income  free  from  federal  income  tax  and  the 
Alternative  Minimum  Tax 

•  Backed  by  the  same  research  depth  as  Fidelity  equity  funds 

'  From  a  leader  in  fixed-income  investing,  with  over  $300  billion  in  assets 
under  management* 

r  NEW-Open  to  investors  April  18,  2001 


Fidetity 


Inuestments' 


1-800-FIDELITY  Fldelity.com 


ore  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  other  expenses  applicable  to  continued  investments,  call  for 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  TDD  Service  1-800-544-0118  for  the  deaf  or  hearing  impaired  9am-9pm  ET. 

jnd  charges  a  0.50%  short-term  redemption  fee  for  shares  held  less  than  30  days. 

lay  have  a  gain  or  loss  when  you  sell  your  shares.  Distributions  of  gains,  if  any,  the  fund  realizes  from  the  sale  of  municipal  securities 
ally  are  taxable  as  either  ordinary  income  or  long-term  capital  gain.  *As  of  3/31/01. 

ty  Distributors  Corporation.  132028 
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Peter  Paras  sinks  putts— without 
sinking  big  dollars  -at  Red  Tail. 

Calif.,  rated  number  77  in  the 
U.S.  by  Golf  Digest,  overlooks 
Monterey  Bay  and  allows 
nonmembers  in  for  $135  on 
weekdays  and  $150  on  the 
weekends.  The  Verdict  Ridge 
Country  Club,  near  Char- 
lotte, N.C.— a  2001  U.S. 
Open  qualifying  course — lets 
strangers  in  for  $69  a  round 
during  weekends.  Here  are 
some  other  options  to  con- 
sider before  plunking  down 
an  initiation  fee: 

■  Traveling  abroad.  World- 
golf.com  and  Golfcourse.com 
list  dozens  of  overseas  clubs, 
many  of  which  admit  tourists. 
The  Royal  Dornach  near  In- 
verness, Scotland  will  let  you 
play  for  about  $110  with  ad- 
vance reservations.  You  might 
combine  a  visit  with  a  busi- 
ness trip  or  a  family  vacation. 

■  Paying  your  way  in  as  a 
guest,  if  you  have  a  close 
friend  who  is  a  member  of  a 
private  club.  Typical  fees  for 
weekend  guests  accompanied 
by  members  at  posh  country 
clubs  are  $60-200. 

■  Getting  a  scaled-down 
membership.  Near  Los  Ange- 
les, the  Calabasas  Golf  & 
Country  Club  offers  week- 
day-only memberships  with 
an  initiation  fee  only  a  third 
of  the  usual  $20,000  and 
mondily  fees  of  $225  (versus 
$295).  The  Boulder  Ridge 
Country  Club  in  the 
Chicago  suburbs  offers  "in- 
troductory" memberships  of 
$10,000  for  a  two-year  term. 
The  $10,000  can  be  applied 
later  to  the  regular  $40,000  initiation 
fee;  if  you  drop  out  early,  you  get  a  por- 
tion back.  Monthly  dues  are  $475. 

■  Switching  to  cheaper  sports.  High- 
end  health  clubs  usually  offer  better  ex- 
ercise equipment  than  what  you  get  at 
country  clubs  and  sometimes  the  same 


AHIGH-ENDJ 
HEALTH 
CLUB  OFTEN 
HAS  BEnEM 


i^iujUi'ii^:i 


AND  ITS 
OWNA-LIST 


chance  to  rub  shoulders 
with  the  A-list.  At  the 
swanky  Michigan  Athletic 
Club  in  East  Lansing, 
Magic  Johnson  or  Steve 
Smith  might  ask  you  to 
spot  for  him  in  the  weight 
room;  former  Michigan  at- 
torney general  Frank  Kel- 
ley  likes  to  dine  in  the 
club's  upscale  but  no- 
dress-code  restaurant.  "The  clientele  is 
largely  the  same  as  at  the  Country  Club 
of  Lansing,"  says  Michael  Fagan,  39, 
who  recently  dropped  his  country  club 
membership  in  favor  of  the  MAC. 

The  $3,500  Fagan  paid  towards  the 
Country  Club's  $8,000  initiation  fee  was 


a  sunk  cost.  The  athletic  club  cost  3 
to  join,  but  his  monthly  dues  dro\ 
from  $400  to  $91.  Now  he  can  play 
ketball,  swim  and  lift  weights — nor 
which  he  could  do  at  the  country  c 
He  plays  golf  at  the  Hawk  Hollow 
profit  public  course  in  Bath,  Mici 
Golf  Digest  "Best  Places  to  Play"  coi 
Daniel  McCloskey,  a  37-year 
■Bucks  County,  Pa.  real  estate  ag 
considered  paying  $17,000  to  join  a 
club  in  New  Hope,  but  stuck  \ 
$139-a-month  Newtown  Athletic  ( 
instead.  Newtown  offers  reduced  fe 
a  nearby  public  course  it  mana 
With  the  money  McCloskey  savec 
and  his  wife  are  going  to  St.  Thoi 
where  he  hopes  to  get  in  a  round. 
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BEDAT  &  C°  N°7 

ChronoPocket  in  platinum, 
gold  or  steel. 


bedat  &  c  has  created  the  a.o.s.c.  quality  label  in  order 
to  guarantee  the  swiss  quality  of  its  components  and  thf  high 
manufacturing  standard  of  its  timepiecls.  information  or 
Catalogs  at  1 -877-bedatco  (2332826)  •  www.bedat.com 

HE  DAT  &  C"  GfNivt  AND  Swiss  A.O.S.C--  AKE  HHiisIEKIIJ  TKAlUMAKKs  or  BEDAT  &  C  "  SA.  Geneva, 
SWIT^EHEAND 


r$g^n^tfiggans  fottowed  thejajp 
'^(BSMWtiLteft  rt^iRS  in  the  dus^ 


HOBBY  HORSE 

You  can  save  money  by  turning  an  avocation  into  a  business  \  BY  JANET  novack 


PERSONAL  INJURY  LAWYER  SUSAN 
E.  Loggans  has  earned  millions 
in  contingency  fees  and  has  also 
turned  a  profit  building,  deco- 
rating and  flipping  her  homes.  (Her 
Fort  Lauderdale  estate  is  on  the  market 
for  $15  million.)  Yet  when  Loggans,  an 
accomplished  horsewoman,  decided  to 


breed,  show  and  sell  horses,  she  lost 
money — $1.6  million  over  six  years, 
which  she  wrote  off  against  other 
income.  The  Internal  Revenue  Service 
demanded  $620,000  in  back  taxes  and 
penalties,  plus  interest.  Its  argument: 
Horses  were  just  a  hobby,  not  a  busi- 
ness, for  Loggans,  so  her  losses  were  not 


deductible.  She  fought  back  in  1 
Court,  and  in  1999  Uncle  Sam  cc 
ceded  she  didn't  owe  a  dime. 

Loggans'  case  demonstrates  t 
crucial  points  about  turning  your  a' 
cation — whether  it's  painting,  horses 
antiques — into  a  business.  First,  y 
can  write  off  losses  from  an  activity  y 


I 
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YOU  CAN  TRACK  PACKAGES  WITHOUT  LEAVSNG  THE  MEETING. 


YOU'D  REALLY  LIKE  TO  LEAVE  THE  MEETING. 


MONEY  IS  NOT  THE  END  OF  WORRY. 
IT  IS  THE  BEGINNING. 


Face  it. 

You  worked  your  whole  life  to  feel  comfort- 
able, and  here  you  are  feeling  decidedly  otherwise.  You 
have  more  dependents,  more  possessions,  more  invest- 
ments, more  taxes,  more  responsibilities,  and  more  to 
lose.  Yet  still  you're  expected  to  fight  your  way  through 
a  zillion  e-mails  and  voice  mails  each  day,  just  trying 
to  hang  on  to  your  sanity,  your  ideal  weight  and  your 
quality  time  with  your  family. 


"Welcome"  to  affluent  individuals  and  families.  We 
don't  try  to  be  all  things  to  all  people:  we  only  deal 
with  the  wealthy.  Which  means  our  proprietary  invest- 
ment research  and  collective  market  acumen  are 
entirely  devoted  to  your  specific  needs  rather  than 
merely  adapted  to  them. 

Our  experts  in  financial  and  estate  planning, 
investment  management,  and  private  banking  create  a 
unique  plan  for  you  that  aims  to  preserve  and  enhance 


•EVERYONE  THINKS  WE  LEAD  THIS  CHARMED  LIFE."  you  sigh,  "great 
jobs,  a  wonderful  house,  private  schools.  They  don't  see  the  flip  side.  The 
long  conversations  about  how  the  money  will  impact  our  lives,  the  lives  of 
our  kids  and  maybe  one  day,  their  kids,  too." 


The  burden  of  wealth  is  something  few  under- 
stand unless  it  actually  rests  on  their  shoulders.  How 
can  you  explain  to  other  people  the  fear  that  your 
children  might  never  need  to  work?  Or  the  incredible 
pressure  of  trying  to  protect  a  lifetime's  worth  of  miss- 
ed weekends  and  vacations?  And  then,  of  course,  who 
would  believe  all  that  money  could  be  anything  other 
than  a  blessing? 

We  would.  And  it's  not  a  claim  we  make  light- 
ly. For  nearly  150  years,  U.S.  Trust  has  been  saying 


your  hard-won  achievements.  So  that  instead  of  being 
reactive  to  the  market,  your  future  can  rest  on  long- 
term  tax-intelligent  strategies  from  a  company  that  has 
seen  more  than  a  few  ups  and  downs  since  1853. 

Who  knows,  you  might  just  start  worrying  a 
little  less  about  your  money  and  having  fun  with  it  a 
little  more.  After  all,  isn't  that  why  you  earned  it  in  the 
first  place? 

For  more  information,  please  call  i-800-ustrust 
or  visit  our  weh  site  at  www.ustrust.com. 


U.S.TRUST 


WELCOME, 


Non-deposit  investment  products  are  not  FDic-insured  or  bank  guaranteed  and  are  subject  to  investment  risk,  including  possible  loss  of  principal.  (0301-13194)  Member  fdic©  2001  U.S.  Trust  Corporation 
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love  if  you  can  show,  as  Loggans  could, 
that  you  run  it  as  a  business  and  intend 
to  make  a  profit.  Second,  don't  expect 
the  IRS  to  like  these  deductions.  "Get- 
ting into  a  pissing  contest  with  the  IRS  is 
just  not  worth  it,"  warns  Loggans,  51. 
She  says  she  quit  the  horse  business  be- 
cause of  the  IRS,  even  though  she  thinks 
she  would  have  one  day  made  a  profit. 

Despite  Loggans'  warning,  there's 
never  been  a  better  time  to  cut  the  cost 
of  an  expensive  hobby  by  turning  it 
into  a  moneymaking  (or  a  moneylos- 
ing,  but  tax-saving)  sideline.  Why?  As- 
suming you  play  it  straight  and  don't 
have  a  high  profile  or  huge  losses,  your 
chances  of  being  hassled  by  the  IRS  are 
slimmer  than  ever.  The  audit  rate  has 
fallen  70%  since  1996,  and  auditors 
have  other  tempting  targets,  including 
lots  of  dodgy  new  tax  shelters. 

Moreover,  the  Web  provides  new 
opportunities  to  really  make  money 
from  your  avocation.  Witness  David 
Axt,  a  39-year-old  Seattle  architect  who 
has  played  electric  guitar  since  high 
school.  A  few  years  back  he  picked  one 
up  at  a  garage  sale  for  $60  and  sold  it  to 
a  music  store  for  $500.  "I  figured 
maybe  I  could  make  a  little  money 
doing  this,"  he  says.  Now  he  haunts 
Ebay,  as  well  as  guitar  shows  and  stores, 
looking  for  guitars  and  amps  to  buy,  re- 
pair and  sell.  "With  the  Internet,  it's 
easier  to  find  and  sell  items,"  he  says. 

Here's  how  the  tax  code  can  help 
Axt.  If  he  treats  his  avocation  as  a  busi- 
ness and  files  a  Schedule  C,  he  can 
deduct  aU  expenses,  even  indirect  ones 
like  going  to  guitar  shows  and  buying 
tools  and  catalogs.  If  the  deductions 
cause  him  to  show  a  loss,  he  can  use  it 
against  other  income. 

But  if  he  treats  his  pastime  as  a 
hobby,  two  bad  things  happen.  First, 
most  costs  (other  than  the  purchase 
price  of  items  and  repair  materials)  be- 
come miscellaneous  itemized  deduc- 
tions, usable  only  to  the  extent  they  ex- 
ceed 2%  of  his  adjusted  gross  income. 
Next,  the  costs  cannot  exceed  the  rev- 
enue from  the  activity — and  this  limi- 
tation is  applied  before  that  2%  floor. 
So  no  losses  can  be  claimed  and  he  may 
be  taxed  on  profit  he  didn't  really  have. 


Example:  You  take  m  $2,500  from 
selling  roses  and  run  up  $3,000  in  costs 
traveling  to  rose  shows  and  promoting 
.your  new  hybrid.  If  this  is  a  business, 
you  have  a  $500  loss,  which  reduces 
your  adjusted  gross  income.  If  this  is  a 
hobby,  however,  you  first  report  the 
whole  $2,500  as  income.  Then,  assum- 
ing your  total  AGI  is  $100,000  and  you 
have  no  other  miscellaneous  deduc- 
tions (that  includes  items  such  as  union 
dues  and  safe  deposit  boxes),  your  de- 
duction is  limiited  to  $500  ($2,500  of 
flower  revenue  minus  the  2%-of-in- 
come  floor).  Result:  You  pay  taxes  on 
$2,000  of  phantom  income.  You  didn't 
expect  the  tax  code  to  be  fair,  did  you? 

One  good  thing  does  happen  if  you 
are  a  hobbyist:  You  don't  have  to  pay 
self-employment  taxes,  which  are  a  stiff 
14.1%  if  you  haven't  already  earned  the 
maximum  wages  subject  to  Social  Se- 
curity taxes— $80,400  in  2001. 

If  you  want  to  go  the  Schedule  C 
business  route,  follow  these  rules: 

•  Try  to  make  a  profit.  Profits  are 
good,  even  though  taxable.  If  you  re- 
port a  profit  in  three  years  out  of  five — 
or  two  out  of  seven  in  the  case  of  some 
horse  ventures — the  presumption  is 
that  your  business  wasn't  a  hobby,  and 
it's  up  to  the  IRS  to  prove  otherwise.  If 
you  can't  make  this  safe  harbor  and 
want  to  deduct  your  losses,  you'll  have 
to  do  more  to  prove  your  profit  motive. 

But  avoid  cooking  your  books  so 
you  show  a  huge  loss  one  year  and  a 
tiny  profit  the  next — that  could  be 
ft-aud.  If  you  want  to  lower  your  audit 
profile  by  showing  a  profit, 
disqualify  possible  expenses. 
Example:  Let  the  kids  play 
in  your  home  office,  so  you 
can't  deduct  it. 

•  Carefully  track  rev- 
enues and  expenses.  (Finan- 
cial software  such  as 
Quicken  helps.)  Save  re- 
ceipts. A  separate  checking 
account  is  a  good  idea;  it 
helped  that  Loggans'  book- 
keeper kept  meticulous 
records,  tracking  costs  horse 
by  horse. 

•Write  a  business  plan 


TRY  TO 
MAKE  A 
PROFIT. 
PROFITS 
ARE  GOOD, 
EVEN  IF 
TAXABLE. 
AND  THEY 
HELP  KEEP 
THE  IRS 
AWAY. 


showing  how  you  mtend  to  beco^ 
profitable.  "I  had  cash-flow  analyst 
says  Loggans.  "1  realized  it's  difficult 
make  money  owning  horses.  But  I  hi 
a  big  ego  and  thought  I  had  a  plan  tl 
would  make  me  different." 

•  If  you've  lost  money  for  seve" 
years,  develop  new  revenue  sources 
cut  expenses.  Lawyer  Mark  Luscom 
principal  federal  tax  analyst  for  O, 
Inc.,  has  a  ft"iend  who  loves  sailing  a 
photography.  When  her  sales  of  b< 
race  photos  to  the  boat  owners  did 
cover  her  expenses,  she  branched  t 
by  selling  them  to  sailing  magazin 
Though  she  could  never  live  on  the  j. 
tance  she  nets,  her  trips  to  races  a 
photo  expenses  are  deductible.  I 
member:  There's  no  law  saying  that  j 
because  you're  a  $300-an-hour  law 
your  side  venture  has  to  pay  as  well. 

•  If  you  have  tried  all  that  and  are ; 
losing  money,  quit.  Quitting  shows  ) 
intended  to  make  a  profit  and  wiU  hel 
prior  losses  are  challenged.  In  Februai 
Tax  Court  judge  ruled  against  an  lUin 
CPA  who  posted  15  straight  years 
losses  working  as  an  artist.  The  juc 
cited  the  years  of  losses  as  evidence 
CPA  was  in  it  "for  purely  personal  r 
sons"  and  imposed  a  penalty. 

•  Resist  the  temptation  to  write 
nonbusiness  expenses  like  dinner  \\ 
your  brother-in-law.  Remember  o 
"ordinary  and  necessary  business 
penses"  can  be  deducted.  Consider 
tale  of  Ralph  Vitale  Jr.,  a  retired  I 
Treasury  Department  budget  anal 
who  deducted  his  losses  from  writ 
^^^^^  about  Nevada's  legal  bro 

els.  The  IRS  said  he  was 
writing  for  profit.  In  19S 
Tax  Court  judge  agn 
with  Vitale  that  he  ha 
profit  motive  and  spa 
him  any  penalties.  1 
judge  noted  he  had  studj 
journalism,  had  his  bcl 
published  and  marketecl 
Yet  the  judge  still  foi 
Vitale's  payments  to  pro 
tutes  as  too  "inherently  f 
sonal"   to   deduct,  e' 
though  Vitale  said  they  \> 
for  research.  j 
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Two  YEARS  AGO  SUSAN  RHEA 
was  thinking  about  pulling 
her  tlrst-grade  son  from  his 
public  school  just  outside 
Dayton,  Ohio  and  putting 
him  in  a  private  school.  "His  school  just 
wasn't  challenging,"  she  complains. 

Then  her  husband  took  a  job  in 
Washington,  D.C.  When  they  went 
house-shopping  this  time,  they  homed 
in  on  neighborhoods  with  terrific  pub- 
lic schools.  They  talked  to  Realtors  and 


other  parents,  researched  test  scores 
and  class  sizes,  and  ended  up  picking 
Carderock  Springs  Elementary,  in 
Montgomery  County,  Md. 

Even  in  Montgomery  County, 
where  60%  of  adults  are  college  gradu- 
ates and  30%  have  graduate  degrees, 
Carderock's  test  scores  and  ambience 
stood  out.  "Obviously  we  pay  a  lot  to 
live  here.  But  if  you  get  good  public 
schools,  it's  worth  it,"  says  Rhea,  whose 
two  children  are  now  in  kindergarten 


By  doing  her    and  third  grade. 

homework,  r^,  ,    •  , 

Susan  Rhea         She  s  right,  and  y 

found  a  top     should  do  the  arit 
school  for 
Alex,  9,  and 

Lauren,  5. 

house  in  the  town  w 


metic  before  buyinj 
house.   What   if  I 


the  good  schools  co 
you  $300,000  more?  If  it  saves  yoi 
$20,000  school  tuition  bill,  it's  worth 
Assuming  a  7.5%  mortgage  cost  an< 
1.5%  propert)'  tax,  the  expensive  hoi 
adds  a  tax-deductible  $27,000  to  ya 
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living  expenses — perhaps  $15,000  af- 
tertax. With  two  kids  in  school  the 
costly  home  is  a  screaming  bargain. 

Across  the  river  from  Montgomery 
County,  Thomas  Jefferson  High  School 
in  Alexandria,  Va.  offers  Latin,  Russian, 
Japanese,  thermodynamics  and  artifi- 
cial intelligence.  And  the  kids  can  actu- 
ally handle  this  stuff;  a  stunning  153  of 
the  school's  392  seniors  were  National 
Merit  Semifinalists  last  year.  From  that 
class,  7  went  to  Stanford,  11  to  Harvard, 
13  to  Princeton  and  21  to  MIT. 

What  about  a  rigorous  liberal  arts 
education?  More  public  schools,  such 
as  Montgomery  County  magnet  school 
Richard  Montgomery  High,  have 
started  offering  International  Baccalau- 
reate Diploma  programs.  Students 
must  complete  five  years  of  a  foreign 
language,  pass  six  sets  of  exams  and 
write  a  4,000-word  essay. 

Scarsdale  and  Great  Neck,  near  New 
York  City;  Brookline,  near  Boston; 
Shaker  Heights,  near  Cleveland;  and 
Winnetka,  outside  Chicago,  all  boast 
excellent  public  schools.  Even  in  Cali- 
fornia, with  its  school  funding  prob- 
lems, towns  like  Palo  Alto  and  Saratoga 
stand  out. 

Of  the  40  finalists  in  this  year's  Intel 


m  academic  achievement,"  says  Eric 
Hanushek,  a  senior  fellow  at  Stanford 
University's  Hoover  Institution.  Also, 
your  child  may  get  some  small  classes  at 
a  public  school;  in  Montgomery  County, 
first-,  second-  and  third-graders  get  90 
minutes  of  reading  instruction  a  day  with 
12  to  15  students  per  teacher. 

How  do  you  find  the  best  school — 
public  or  private?  Start  by  comparing  test 
scores,  graduation  rates  and  college  ad- 
missions. Many  public  school  districts 
now  post  scores  on  the  Web;  Mont- 
gomery County  even  lets  you  sort  schools 
by  test  results.  Private  schools  tend  to  be 
less  forthcoming.  Check  out  newspaper 
Web  sites.  Chicagotribune.com  and  The 
Inquirer  (www.philly.com)  offer  school 
"report  cards"  that  include  scores,  demo- 
graphics and  other  info.  For  schools  of- 
fering an  International  Baccalaureate 
Diploma,  go  to  www.ibo.org. 

Before  signing  a  house  purchase 
contract,  talk  to  parents  and  visit  any 
school  you're  considering.  Check  out 
how  involved  the  parents  are,  both  in 
volunteer  time  and  fundraising.  Parent 
groups  in  some  affluent  areas  have 
formed  foundations  to  ensure  that 
their  schools  are  as  well-equipped  as 
private  ones. 


cation.  Jennifer  Abrams  has  two  c 
dren  in  public  Somerset  Elementar'^ 
Chevy  Chase,  Md.,  but  she  sent  | 
sixth-grader  to  the  all-girls  Natio 
Cathedral  School.  "I  think  there's 
chance  to  go  astray.  The  communit 
smaller  and  tighter  and  looks  out 
you  a  lot,"  she  says.  It's  also  hard  to  b 
the  contacts  you'll  make  at  a  school 
Andover,  alma  mater  of  two  gene 
tions  of  President  Bushes. 

If,  that  is,  you  can  get  in.  The  tr 
is,  with  the  current  boom  in  the  schc 
age  population  and  more  families  \^ 
ing  and  able  to  pay,  getting  into  a  pi 
tigious  private  school  is  harder  tJ 
ever.  The  National  Association  of  In 
pendent  Schools  reports  that  aver 
acceptance  rates  at  its  schools  fell  fr' 
60%  in  1989  to  50%  in  1998.  In  C 
fornia,  Florida,  New  York  and  Washi: 
ton,  D.C.  some  prime  private  scho 
have  five  applicants  per  place. 

Assuming  your  child  gets  in  to 
school  of  your  dreams,  the  tuition 
may  not  be  the  end  of  it.  Many  priv 
schools  pressure  parents  for  donatio 
You're  not  expected  to  spend  as  mi 
at  the  PTA  auction  in  a  pubUc  school 

Add  it  all  up,  and  for  most  pare 
an  excellent  public  school  is  a  bet 


IF  YOUR  CHILD  GETS  INTO  THE  PRIVATE  SCHOOL  OF  YOUR  DREAMS,  THE  TUITION 
BILL  MAY  NOT  BE  THE  END  OF  IT.  EXPECT  PRESSURE  FOR  DONATIONS,  TOO. 


Science  Talent  Search,  the  nation's  most 
prestigious  science  competition,  35  hail 
from  public  schools.  Of  this  year's  141 
Presidential  Scholars,  107  attend  public 
schools.  Of  National  Merit  Scholars, 
three-fourths  attend  public  schools. 
Nearly  two-thirds  of  Harvard  freshmen 
come  from  public  schools. 

Alice  Anne  Freund,  a  Washington 
consultant  and  former  private  school  ad- 
missions director,  recommends  that  par- 
ents with  access  to  a  great  pubUc  school 
consider  it  first,  and  look  at  private 
schools  only  if  it  doesn't  meet  their  fam- 
ily's needs. 

High-priced  private  schools  usually 
offer  smaller  class  sizes.  Are  they  worth 
it?  "The  research  on  class  size  suggests  it's 
not  a  great  buy.  It  seems  not  to  pay  off 


When  comparing  test  results,  re- 
member that  they  are  skewed  by  stu- 
dents' backgrounds — mainly  their  par- 
ents' educational  levels.  That  makes 
public  schools  in  wealthy  neighbor- 
hoods and  private  schools  look  better 
than  they  are;  smart  kids  do  well  wher- 
ever they  enroll.  This  is  no  minor  point. 
Private  school  students  do  better  on  the 
National  Assessment  of  Educational 
Progress,  but  the  gap  between  average 
scores  is  about  the  same  at  ages  1 3  and 
17  as  at  9.  If  private  schools  really 
added  so  much  value,  then  the  gap 
should  widen. 

Of  course,  parents  are  drawn  to  pri- 
vate schools  for  the  social  aspects,  too. 
Public  schools  are  generally  larger  and 
don't  offer  single-sex  or  religious  edu- 


deal  financially  and  possibly  a  bet 
deal  educationally  than  the  priv; 
school  they  would  otherwise  be  ser 
ing  their  kids  to.  And  with  pub 
schools  reemphasizing  basics  and  p 
ing  on  more  homework  and  tests,  y 
can't  assume  that  the  private  schc 
will  be  more  of  a  challenge.  In  19 
in  a  Public  Agenda  survey,  42% 
parents  of  kids  in  public  school  Sc 
private  ones  had  higher  standarc 
only  22%  said  their  own  schools  wd 
more  demanding.  But  in  a  new  si 
vey.  Public  Agenda  found  that  ji 
35%  of  public  school  parents  st 
think  private  ones  are  more  deman 
ing  and  34%  think  public  schools  a 
tougher.  Their  impressions  may  n 
be  far  from  the  truth. 
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DECEIVING  DARLINGS 

If  you  like  glamour  stocks,  picking  apart  their  financial  statements  can  be  sobering 
Gimmicks  using  such  things  as  pension  assumptions  and  employee  option  plans  ma 
hide  some  real  problems  by  Michael  k.  ozanian  and  cecily  j.  fluke 


REMEMBER  THE  NIFTY  FIFTY? 
These  were  Wall  Street's  dar- 
lings in  the  early  1970s.  Com- 
panies such  as  Eastman  Kodak 
and  Xerox  traded  at  40  or 
more  times  earnings  when  the  broad 


market  had  a  multiple  of  15.  High  earn- 
ings growth  rates  supposedly  justified 
their  sky-high  price/earnings  ratios.  Alas, 
many  of  the  Fifty  turned  out  to  be  not  so 
nifty.  Competition  and  recession  killed 
their  margins. 


Well,  Wall  Street  has  new  darli 
including  a  large  bunch  of  tech  na; 
like  Intel  and  Microsoft,  as  well  as  a  \ 
bag  of  others,  such  as  retailer  Wal-A 
Stores  and  ad  agency  Omnicom  Grc 
Sure,  the  market's  slide  since  Ma 
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WITH  EQUIPMENT  LIKE  THIS, 
I  MIGHT  HAVE  MADE 
SOMETHING  OF  MYSELF. 
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2000  has  eroded  many  of  their  vakies. 
But  these  companies  still  bask  in  Wall 
Street's  adoration  because,  despite  the 
troubled  economy,  they  have  continued 
to  report  strong  earnings  growth.  The 
table  below  lists  25  glamour  stocks;  for 
more  information  about  them,  go  to 
forbes.com/darlings. 

Analysts  are  forecasting  out-of-sight 
earnings  growth  for  200 1's  chosen,  just 
as  they  did  for  the  original  Nifty  Fifty. 
The  consensus  from  the  brokerage 
houses  that  follow  them  is  that,  on  aver- 
age, earnings  per  share  will  increase  by 
22%  annually  over  the  next  three  to  five 
years,  compared  with  16%  for  the  S&P 
500.  And  just  like  the  old  Fifty,  the  new 
darlings  are  richly  priced.  The  group 
goes  for  41  times  2001  expected  earn- 

Cash  or  Voodoo?  


Good  earnings  quality  means  growth  is  coming  largely  from  increased  operating  cash  flow;  poor  quality  indicates  earnings  are 
being  pumped  up  by  accounting  gimmicks.  GREEN  =  good  earnings  quality;  YELLOW  =  fair;  RED  =  poor. 

PRICE  Projected  Market 


YTD 

2001  ESTIMATE 

3-year  EPS 

value 

Earnings 

Chief  weakness  in 

Company/business 

recei 

It 

change 

P/E 

EPS 

growth' 

(Sbil) 

quality 

earnings  growth 

Applied  Materiais/integrated-circuits  equip 

$50.a 

4 

m 

$41.3 

O 

Inventory 

Biogen/blotechnology  research 

62.5 

4 

4 

33 

1.90 

24 

9.3 

o 

Securities  gains 

Calpine/power  generation  facilities 

54.9 

9 

22 

30 

1.84 

36 

15.7 

e 

Receivables 

Cardinal  Heahh/drug  distributing 

43.4 

5 

-2 

31 

1.38 

22 

18.3 

Q 

Lower  tax  rate 

CVS/drugstores 

57.8 

5  -3 

27 

2.10 

17 

22.7 

Konrecuninggain 

Fiserv/data  processing 

53.2 

2 

12 

33 

1.61 

19 

6.6 

Investment  gains 

Harley-Dandson/motorcycles 

44.7 

9 

13 

33 

1.34 

19 

13.6 

O 

Nonrecurring  gain 

Home  Depot/specialty  retailing 

473 

0 

4 

38 

1.23 

22 

109.5 

O 

Stock  options 

Intel/integrated  circuits 

28.6 

4 

-5 

51 

0.57 

18 

192.7 

e 

Investment  gains 

Ivax/drugs 

372 

6 

-3 

33 

1.13 

27 

5.9 

e 

Deferred  taxes 

Jabil  Circuit/circuit  board  assemblies 

28.9 

0 

14 

36 

0.80 

31 

5.5 

o 

Stock  options 

KU-ToDCor/integrated-circuits  equip 

50.3 

5 

49 

27 

1.84 

23 

9.3 

• 

Deferred  taxes 

LSI  Logic/integrated  circuits 

19.5 

4 

14 

146 

0.13 

21 

6.3 

Securities  gains 

Maxim  Integrated  Products/integrated  circuits 

45.1 

9 

-5 

36 

1.26 

29 

12.8 

o 

Receivables 

Microsoft/software 

69.1 

3 

59 

39 

1.79 

18 

368.8 

e 

Investment  gains 

NovellHS  Systems/integrated-circuits  equip 

50.8 

2 

41 

33 

1.56 

28 

7.1 

o 

Canceled  booked  orders 

Omnicom  Group/advertising 

92.0 

2 

11 

33 

2.79 

16 

16.3 

Declining  op-cash  flow 

Ralston  Purina  GroupVpet  food 

30.3 

5 

16 

26 

1.19 

11 

.  9.4 

e 

Gain  on  note 

Scientific-Atlanta/comtnunications  equip 

5720 

76 

33 

1.73 

25 

9.2 

o 

Stock  options 

Stryker/medical  products 

58.23 

15 

44 

1.34 

20 

11.4 

e 

Receivable  securitization 

SunGard  Data  Systems/data  processing 

53.52 

14 

28 

1.94 

21 

7.1 

Merger  costs  in  1999 

UnitedHealth  Group/health  care 

64.87 

6 

26 

2.52 

16 

20.7 

Costs,  accounts  payable 

Univision  Communications/broadcasting 

44.E 

8 

10 

85 

0.53 

37 

9.3 

Stock  options 

Walgreen/drugstores 

41.86 

0 

48 

0.87 

18 

42.5 

o 

Receivables 

Wal-Mart  Stores/retailing 

51.24 

-4 

33 

1.56 

15 

228.9 

Inventory 

'Annualized.  ^Shareholder  vote  on  acquisition  by  Nestle  pending.  Sources:  Company  reports;  William  O'Neil  &  Co.:  Thomson  Fmancial/IBES  via  FactSet  Research  Systems. 


ings,  versus  a  multiple  of  24  for  the  S&P. 

That's  all  very  nice,  but  guess  what? 
Many  of  tliese  companies  harbor  a  major 
weakness  that  may  end  up  crippling 
them  just  as  badly  as  the  Wall  Street  dar- 
lings of  three  decades  ago.  The  weakness: 


The  lesson  here  is  that  the  picl 
the  Wall  Street  litter  doesn't  necessa 
deserve  to  be  there.  Know  this  wl 
looking  for  good  long-term  buys. 

Consider:  While  the  darlings 
creased  earnings  per  share  114% 


SOME  DON'T  DESERVE  TO  BE  SO  HIGHLY  VALUED. 
OF  THE  25  TOP  GROWTH  STOCKS,  8  HAVE  GOOD 
EARNINGS  DUALITY,  9  ARE  FAIR  AND  8  ARE  POOR. 


poor  earnings  quality.  By  quality  we 
mean  how  a  company  generates  its  earn- 
ings and  how  sustainable  its  earnings 
growth  rate  is.  Eight  of  the  group  receive 
good  earnings-quality  grades,  while  an- 
other eight  get  poor  grades.  The  other 
nine  companies  have  neutral  grades. 


2000  compared  with  1999,  cash  fr| 
operations  expanded  only  55%. 
difference  between  earnings  gro\\ 
and  operating  cash  flow  growth  is  a 
red  flag.  Indeed,  four  companies — b| 
Jabil  Circuit,  Microsoft  and  0ml 
com — reported  earnings  gains  of  21 


178     FORBES-  lunel  1,2001 


ilctory 

■  )ital  Management 

O-ir 

II 


Slow  and  steady  growth  does  not  always  define  conservative  results.  At  Victory 
Capital  Management  we  carefully  plan  and  research  your  asset  allocations.  We 
assess  your  risk  tolerance.  And  we  seek  long-term  opportunities  to  optimize  growth 
for  each  investment  and  each  investor.  It's  not  only  a  philosophy  of  responsible  risk. 
It's  our  history  of  remarkable  returns. 

Call  Victory  Capital  Management  today.  1-877-660-4400. 

Investment  Management  •  Mutual  Funds  •  Securities  Lending 

Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 
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or  more  yet  had  operating  cash  declines" 
of  at  least  12%.  The  problem  with  that, 
of  course,  is  that  over  the  long  haul  a 
company's  earnings  cannot  increase 
faster  than  its  ability  to  generate  cash. 

So  how  have  tliey  been  able  to  increase 
their  EPS  at  such  a  fast  clip?  With  loads  of 
gimmicks.  One  is  optimistic  assumptions 
about  employee  pension  plan  returns 
(meaning  lower  contributions  are  needed 
from  corporate  coffers).  Another  is  stock 
buybacks,  which  pump  up  EPS  but  are  not 
the  same  as  intrinsic  business  growth. 
Then  there  are  the  lowering  of  deprecia- 
tion rates,  the  deferring  of  taxes  and  the 
paying  of  employees  with  stock  options. 

Says  David  Tice,  an  earnings-quality 
sleuth  who  pens  the  Behind  the  Numbers 
newsletter,  "All  CFOs  have  these  gimmicks 
in  their  top  left-hand  drawer  that  they  can 
use  to  meet  earnings  expectations.  But 
they  only  defer  the  day  of  reckoning." 


crease  in  inventory  and  the  increase  in 
accounts  receivable.  This  cash  flow  fig- 
ure, found  in  the  annual  report  just  after 
the  profit  and  loss  statement,  represents 
how  much  cash  was  generated  from  the 
business  before  investing  activities  (like 
building  factories)  and  financing  activ- 
ities (like  paying  down  debt). 

Last  year  three  darlings — Intel 
(chips),  Ivax  (drugs)  and  Jabil  Circuit 
(circuit  boards) — saw  inventory  in- 
crease twice  as  much  as  cost  of  goods 
sold.  Not  a  good  trend.  At  the  same 
time  that  Jabil  was  having  trouble  get- 
ting customers  to  take  boards  off  its 
hands,  it  was  taking  longer  to  collect 
from  the  customers  that  did  order.  Last 
year  Jabil's  receivables  increased  almost 
twice  as  much  as  sales;  and  as  of  the  lat- 
est quarter,  ending  in  February,  receiv- 
ables were  a  lofty  44%  of  sales.  This 
helps  explain  how  Jabil's  operating  cash 


set  aside  to  pay  losses  from  obsolete  i 
ventory  by  $3.9  million,  even  though  i; 
ventory  rose  by  $30  million.  What's  moil 
the  company  lowered  the  allowance  6| 
doubtfiil  accounts  by  $2.4  million,  desp; 
receivables  shooting  up  by  $45  millio 
By  compensating  employees  with  sto^ 
options,  Ivax  was  also  able  to  increa 
earnings  by  another  10  cents. 

Without  these  changes  Ivax's  20t 
earnings  would  have  been  53  cents 
share,  38%  less  than  what  the  compa: 
reported.  Thomas  Beier,  Ivax's  chief 
nancial  officer,  defends  the  changes 
made  as  sound  business  tactics.  "We  b 
lieve  we  manage  inventory  obsolescen 
much  better  than  we  used  to,"  he  say 

Chip  giant  Intel  owes  much  of : 
spiffy  2000  earnings  to  its  good  fortu; 
as  a  stock  picker.  The  company  raked  ir 
$3.8  billion  investment  gain,  25%  of  r: 
income  (both  figures  pretax).  That  su 


IT'S  A  MAJOR  RED  FLAG  WHEN  EARNINGS  PER  SHARE  INCREASES  FAR  MORE  THi 
CASH  FROM  OPERATIONS.  THE  REASON:  GIMMICKS  TO  GOOSE  EPS  AND  PLEASE 
WALL  STREET.  RUT  THE  LEGERDEMAIN  ONLY  POSTPONES  THE  DAY  OF  RECKONIN 


That  day  of  reckoning  has  come  re- 
centiy  for  some  blue-chip  growth  com- 
panies, which  did  not  make  our  darlings 
list  because  they've  already  suffered  EPS 
declines.  Personal  computer  maker  Gate- 
way, for  instance,  announced  in  February 
a  restatement  of  2000  net  income,  whit- 
tling it  down  by  $75  million  to  $242  mil- 
lion. The  culprits  are  a  writedown  of  in- 
vestments in  other  companies,  as  well  as 
an  increase  in  reserves  for  anticipated 
losses  from  consumer  loans  to  buy  the 
machines.  Gateway,  suffering  from  a  PC 
sales  slowdown  and  dipping  into  the  red 
in  200 1's  first  quarter,  boasted  a  stellar 
P/E  of  54  as  recently  as  November  1999. 

Let's  examine  some  of  Wall  Street's 
favorites  for  soft  spots.  Soaring  inven- 
tory is  one  weakness  that  often  turns  up 
months  or  years  before  a  collapse  in  re- 
ported earnings.  A  rise  in  inventory  will 
not  hurt  earnings,  but  it  will  hurt  cash 
flow  from  operations.  You  get  that  cash 
flow  number  this  way  (we  are  omitting 
numerous  details):  Take  earnings,  add 
depreciation,  add  the  increase  in  ac- 
counts payable.  Now  subtract  the  in- 


flow fell  68%  last  year,  even  as  its  EPS 
was  up  an  impressive  59%. 

Contributing  to  both  the  cash  flow 
(such  as  it  was)  and  the  earnings,  Jabil 
granted  employees  4  million  stock  op- 
tions, a  form  of  compensation  that  Jabil 
need  not  deduct  as  an  expense.  Had  the 
market  value  of  the  options  been  ex- 
pensed, Jabil's  EPS  growth  would  have 
been  37%,  not  59%. 

The  future  has  some  big  question 
marks.  Jabil  derives  60%  of  its  sales 
from  four  companies — Cisco  Systems, 
Dell  Computer,  Lucent  Technologies 
and  Hewlett-Packard — each  of  which 
faces  inventory  problems  of  its  own. 
Jabil  didn't  respond  to  our  questions. 

Pharmaceutical  outfit  Ivax  reported 
EPS  of  86  cents  in  2000,  double  the  previ- 
ous year's  showing.  Yet  it  boosted  sales 
only  21%.  The  company  employed  an 
array  of  maneuvers  to  fatten  earnings. 
First  it  added  back  $4.5  million  set  aside  to 
close  a  plant;  the  place  stayed  open.  Next 
it  treated  $29  million  of  its  current  tax  bill 
as  a  payment  toward  future  tax  expenses. 
It  decreased  its  contributions  to  the  stash 


is  more  than  double  the  previous  tv 
years'  investment  gains  combined.  T 
dovmside,  says  Robert  Waxman,  a  p; 
ner  at  Corporate  Finance  Advisol 
"They've  already  cherry-picked  their  ij 
vestments."  The  portfolio's  net  unrealiz|| 
gains  stood  at  just  $300  mOlion  at  yea 
end  2000,  versus  $5.8  billion  in  1999. 

That's  not  all.  Look  at  Intel's  joiJ| 
venture  in  Convera,  a  search-engij 
software  firm.  Convera  was  formed  \i 
year  by  combining  Excalibur  Technoll 
gies  with  Intel's  Interactive  Media  Se| 
vices  division.  Intel  also  tossed  in  $11 
million  cash.  WeU,  the  value  of  Exca 
ibur  exceeded  Intel's  contribution, 
Intel  booked  the  difference  as  a  $L 
million  noncash  gain,  pretax.  A  goo 
thing  for  Intel.  Don't  expect  any  ma 
gains  for  a  whfle  out  of  moneylosil 
Convera  (last  year's  loss:  $23  mfllion] 

If  you  omit  the  nonrecurring  gaii 
Intel  would  have  earned  only  $  1 . 1 4  a  sha 
last  year,  instead  of  $1.51.  Intel  says  or 
that  it  won't  speculate  what  its  investmer 
or  Convera  might  contribute  this  year. , 

Some  of  the  EPS  gains  our  darlings  i| 
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HUMANS! 


PeopleSoft  Human  Resources  Management 

PeopleSoft  8  HRMS  has  arrived,  and  it  revolutionizes  the  way  people 
work.  Now,  for  the  first  time,  employees  have  instant  access  to 
information  anytime,  anywhere  to  make  quick,  informed  decisions  - 
all  from  a  web  browser.  Recruit  prospective  employees  all  over  the 
world  and  use  intelligent  tools  to  retain  the  right  talent.  Know  that 
your  employees  can  work  and  get  paid  in  their  own  currency,  no 
matter  where  they  are.  All  with  a  single  global  solution  that  saves  you 
money  and  puts  human  capital  management  in  the  hands  of  the 
humans.  To  set  your  people  free,  call  1-888-773-8277. 


Instant 


Intelligent 


Global 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 


peoplesoft.com/hrms 
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port  are  truly  breathtaking.  KLA-Tencor, 
which  makes  automated  optical  inspec- 
tion systems  used  in  the  production  of  in- 
tegrated circuits,  had  a  528%  rise  in  the 
fiscal  year  ended  last  June,  to  $  1 .32  a  share. 
This  fiscal  year's  three  completed  quar- 
ters are  up  a  more  pedestrian  87%,  to 
$  1 .59.  Let's  go  over  the  last  ftrlly  complete 
fiscal  year  to  discover  why  this  bravura 
growth  performance  is  misleading. 

For  starters,  last  year's 
results  were  inflated  by 
$60  million  (31  cents  a 
share)  in  deferred  taxes, 
plus  a  $7.8  million  (3 
cents)  restructuring- 
charge  reversal.  Finally,  earnings  were 
lifted  another  27  cents  through  paying 
employees  with  stock  options.  All  told, 
these  items  added  61  cents  a  share  to 
KLA-Tencor's  earnings — 46%  of  the  re- 
ported figure. 

Another  reason  KLA-Tencor's  earn- 
ings are  suspect:  Inventory  is  shooting 


skyward.  During  the  first  nine  months  of 
this  fiscal  year,  inventory  consumed  $1 39 
million  of  operating  cash  flow;  more 
than  twice  the  amount  during  the  same 
period  of  the  previous  year.  Not  a  good 
portent.  The  company  says  rising  inven- 
tories are  a  problem  for  the  industry. 

When  it  comes  to  making  medi- 
ocre growth  look  stellar,  old-style  busi- 
nesses can  be  just  as  imaginative  as 


a  year,  as  it  did  last  year.  Its  same-stc 
sales,  though,  are  only  climbing  10% 
11%  a  year. 

The  company  is  already  stretchi 
to  reach  its  earnings  targets.  Last  yea 
earnings  of  $1.83  a  share  were  help) 
by  a  lower  effective  tax  rate  in  a  nui) 
ber  of  states  that  it  does  business 
cents).  State  tax  receipts  are  shrinki] 
lately  and  you  can  bet  CVS  won't 


ONE  OF  THE  DARLINGS'  BIGGEST  SOFT  SPOTS:  SOARING 
INVENTORY,  WHICH  OFTEN  TURNS  UP  MONTHS  OR  YEARS 
BEFORE  A  COLLAPSE  IN  A  COMPANY'S  REPORTED  EARNINGS 


tech  ones.  In  the  retail  sector,  watch 
out  for  mismatches  between  earnings 
growth  and  same-store  sales  growth. 
Take  CVS,  the  huge  drugstore  chain, 
which  opened  or  relocated  388  stores 
last  year  and  now  has  4,133  outlets. 
CVS  must  keep  growing  this  fast  if  it 
wants  to  keep  increasing  earnings  18% 


BEHIND  THE  EARNINGS  FACADE 

Here's  how  we  gauged  the  earnings  quality  of  today's  25  top  growth  stocks.  We 
looked  at  six  ratios  that  reveal  either  the  sustainabiiity  of  earnings  growth  or 
the  degree  to  which  reported  earnings  are  coming  in  as  hard  cash.  For  each,  a 
higher  ratio  is  an  indicator  of  better  quality.  The  ratios  compare  sales  to  receivables; 
sales  to  earnings;  operating  income  to  long-term  debt;  cost  of  goods  sold  to  inventory; 
depreciation  and  amortization  to  capital  expenditures;  and  cash  flow  from  operations 
(less  any  tax  savings  from  stock  options)  to  earnings.  Our  formula  also  penalized 
companies  for  significant  deteriorations  in  these  ratios. 

We  then  studied  the  footnotes  to  see  if  companies  were  reaching  to  maintain 
earnings  growth— for  example,  by  making  assumptions  on  pension  plan  returns  more 
optimistic  or  making  reserves  for  doubtful  receivables  smaller  We  penalized  compa- 
nies for  relying  on  stock  options  as  a  form  of  compensation;  options  make  good  busi- 
ness sense  but  cause  GAAP  to  overstate  earnings.  We  also  penalized  companies  for 
lending  money  to  financially  weak  customers  (that  got  Lucent  into  trouble)  and  for 
using  borrowed  funds  to  buy  in  shares.  Buybacks  can  boost  earnings  per  share,  of 
course,  but  they  aren't  the  same  as  intrinsic  business  growth. 

What's  a  glamour  stock?  We  selected  our  darlings  by  culling  the  150  companies 
with  the  best  historical  and  projected  growth  rates  from  the  databases  of  William 
0'Neil&  Co.  and  Thomson  Financial/lBES.  Our  final  25  companies  have  increased  EPS 
by  at  least  a  10%  average  annual  rate  over  the  past  three  years  and  are  also  expected 
to  repeat  that  growth  rate  over  the  next  three.  Also,  these  stocks  have  outperformed 
the  S&P  500  this  year  (the  index  is  down  7%)  and  trade  at  a  higher  multiple  of  ex- 
pected 2001  net  than  the  index  (which  has  a  forward  P/E  of  24).  We  excluded  finan- 
cial firms  and  those  with  market  values  less  than  $5  billion. 

Alan  Brott,  associate  professor  of  accounting  at  Columbia  Graduate  School  of 
Business,  and  Robert  Waxman,  CPA  partner  at  Corporate  Finance  Advisory,  assisted 
in  developing  the  methodology.  —M.K.O.  and  C.J.F. 


any  such  tax  windfall  again  soon.  Thaj 
not  all:  CVS  had  a  nonrecurring  gain 
booked — winnings  from  a  lawsuit 
more  cents).  Says  Jack  Ciesielski,  authi 
of  the  Analyst's  Accounting  Observ{\ 
"They  [CVS]  should  have  been  mdi 
forthcoming  by  breaking  out  the  m 
suit  gain." 

Absent  those  things,  earninjl 
would've  risen  14%  last  year,  not  181 
The  company  will  only  say  its  finanq 
statements  explain  its  position.  j 

Our  quality-of-earnings  formula  6 
box)  left  eight  of  the  darlings  with  hon 
grades.  Most  impressive  of  the  lot:  Q 
dinal  Health,  the  mammoth  drug  dl 
tributor.  The  company  threw  off  I 
more  cash  than  its  earnings  would  let 
you  to  believe. 

Cardinal  Health's  cash  flow  fro 
operations  increased  69%  last  year 
$638  million,  while  earnings  rose  45| 
to  $680  million.  The  company  incorp 
rated  pension  plan  return  assumptio 
that  were  modest  compared  with  h; 
torical  returns.  So  why  did  its  earnin 
growth  trail  operating  cash?  For  Care 
nal  Health  there  was  $65  million 
merger-related  charges.  i 
.  Earnings  quality  does  not,  by  itse 
tell  you  if  a  stock  is  a  buy.  It  just  te 
you  whether  to  be  skeptical  or  rea 
sured  about  growth  forecasts.  If  yc 
must  pay  a  steep  multiple  for  a  grow 
stock,  you  should  not  have  doub 
about  the  growrth. 



Research  by  Kurt  Badenhausen  a\ 
Hilary  Gerson. 
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It  Lincoln  Financial  Group^  we  offer  clear,  understandable  estate  planning  solutions  to  help  you  protect 
uid  preserve  the  work  of  a  lifetime.  Call  us  at  l-877-ASK-LINC()LN.  Clear  solutions  in  a  complex  ivorld® 

www.LFG.com 


tite  and  Financial  Planning  >  Nhttj»ahFunds  -  Annuities  •  Life  hisirnnue  •  401  (k)  Pliiiis  •  Instil /iiioiinl  liivcstnievt  Maiuigciiwiii 


1  Lincoln  National  Corp:  Financial  planning  services  offered  through,  Lincoln  Financial  Advisors  Corp.,  a  registered  investment  advisor,  or  SagemaM  Consulting,  a  division  of  Lincoln  Financial  Advisors  Corp.  Securities  offered 


gfi  Lincoln  Rnanclal  Advisors,  a  broker-dealer  (MennlKr  SIPC).  Insurance  offered  througti  Lincoln  affiliates  and 
.      /  '    ■  CRN010 


incoln  Financial 


keting  name  for  Lincoln  National  Corp.  and.  its  affiliates.! 
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Stocks  &  Bonds 


MAN  WITH 
A  PLAN 

Think  ahead  if  you  want  to  sell 
shares  in  your  employer  without 
getting  crucified  by  the  stock 

police  BY  GHANA  R.  SCHOENBERGER 


IF  ONLY  DAVID  LIPSON  HAD  V^AITED  A 
few  years  before  calling  his  broker,  he 
might  have  saved  himself  $2.8  million. 
That's  how  much  the  former  Super- 
cuts  chief  executive  owes  the  Securities 
&  Exchange  Commission  after  he  lost  a 
civil  insider-trading  suit  filed  in  1997. 
The  case,  decided  in  a  Chicago  district 
court  in  January,  found  Lipson  liable  for 
selling  365,000  shares  of  Supercuts,  now 
a  division  of  Regis  Corp.,  just  before  a 
bad  earnings  release  in  1995.  In  his  de- 
fense Lipson  argued  that  his  sales  were 
part  of  an  established  estate  plan  and 
weren't  based  on  the  upcoming  surprise 
results.  He's  appealing. 

It  came  too  late  to  rescue  this  execu- 
tive, but  a  new  SEC  rule  promulgated  in 
October  would  have  let  him  off  the  hook. 
Rule  10b5- 1  now  allows  for  an  insider  like 
Lipson  to  write  out  a  formal  trading  plan 
in  advance  and  appoint  someone  else, 
such  as  a  broker  or  a  lawyer,  to  make  the 
trades.  If  the  executive's  stock  sales  stick  to 
the  plan,  the  feds  won't  come  after  him 
for  trading  on  inside  information.  Lack- 
ing an  advance  trading  plan,  an  executive 
has  only  narrow  windows  (most  often  ex- 
cluding the  period  from  the  beginning  of 
the  quarter's  third  month  to  72  hours 
after  the  quarterly  earnings  release)  in 
which  it  is  safe  to  trade. 

If  you  are  classified  as  a  corporate  in- 
sider (defined  as  anyone  who  knows  ma- 
terial nonpublic  information  about  a 
company  and  has  a  confidential  rela- 
tionship with  the  firm,  typically  as  an 
employee  or  officer),  don't  sell  stock  un- 
less you  use  the  rule  or  adhere  rigidly  to 


the  timing  windows.  The  SEC  prosecutes 
some  50  insider  trading  cases  annually. 
You  shouldn't  mess  around  with  options 
on  your  company's  stock  at  all,  even  as  a 
defensive  measure.  Say  your  whole  net 
worth  is  tied  up  in  100,000  shares  of  your 
employer's  stock.  Buying  100,000  put  op- 
tions as  an  insurance  policy  can  only  end 
badly.  If  the  stock  goes  up,  your  premium 
investment  goes  down  the  drain.  If  the 
stock  drops,  it  looks  as  if  you  knew  some- 
thing— and  the  legal  bUls  for  fending  off 
the  SEC  will  wipe  out  your  profits. 

The  advance-sale  plans  work  simi- 
larly to  a  blind  trust,  says  San  Diego- 
based  securities  lawyer  Sean  Prosser,  of 
Brobeck,  Phleger  &  Harrison.  A  stock- 
holder lays  out  what  he  wants  done  with 
his  stock  and  then  hands  over  control  to 
an  agent.  Trading  plans  come  in  three  va- 
rieties. The  plan  can  dictate  a 
sale  of  a  specified  amount  of  stock  on  a 
particular  date — say,  50,000  shares  on 
Aug.  1  at  the  market  price.  Or,  the  exec- 
utive can  set  out  a  formula,  agreeing  per- 
haps to  sell  10%  of  his  holdings  on  the 
first  day  of  every  quarter.  The  insider  can 
also  sign  over  all  control  of  his  stock  to 
his  broker,  allowing  the  agent  to  sell  at 
any  time  or  share  price. 

For  the  plan  to  hold  up,  the  executive 
can't  possess  material  insider  informa- 
tion at  the  time  the  plan  is  drawn  up,  and 
should  write  and  sign  it  well  before  the 
first  trade  is  executed.  "I  advise  my  clients 
to  skip  a  quarter  in  between,  so  it's  pretty 
much  bulletproof,"  says  attorney  Boris 
Feldman,  a  senior  litigator  at  Wilson 
Sonsini  Goodrich  &  Rosati. 


The  agency  doesn't  require  the  e: 
tence  of  10b5-l  plans  to  be  publicly  c 
closed  under  Regulation  FD.  But  Pro 
suggests  clients  mention  the  plans  i 
routine  SEC  filing.  Be  careful,  however, 
to  disclose  exactly  how  many  shares 
going  to  be  sold  when,  lest  Wall  Sti 
sharpies  front-run  you.  Companies  sho 
also  require  executives  to  get  their  trad 
plans  vetted  by  the  corporate  counsel. 

Before  the  rule  went  into  effect,  c 
porate  officials  sometimes  tried  to  pa 
the  market  by  announcing  plans  to 
stock  at  regular  intervals.  In  August  K 
neth  Cole,  who  owns  43%  of  his  $■ 
million  (revenues)  fashion  design  cc 
pany,  Kenneth  Cole  Productions, ; 
naled  his  intention  to  sell  2%  of 
holdings  annually  over  three  years.  ] 
press  release  Cole  said  the  sales  did 
mean  he  was  losing  confidence  in 
company  he  runs.  "He  wanted  to  m 
it  clear  that  it  had  to  do  with  persona 
nancial  planning  having  to  do  with  ^ 
giving  and  so  on,"  says  Stanley  Ma 
the  company's  chief  financial  officer 

Numerous  companies  have 
nounced  provisions  for  10b5-l  plans 
year,  including  El  Paso  Electric,  DuF 
Photomasks,  Ryland  Homes  and  Clo: 
Medical.  At  Deluxe  Corp.,  a  St.  P 
Minn,  check-printing  company,  ex« 
tives  are  considering  a  trading  plai  i 
cover  a  $378  milUon  share-repurcl  >  hhb 
program.  Without  protection  agains 
sider-trading  allegations.  Deluxe  wc 
have  to  halt  the  repurchases  each  t 
the  company  announced  earnings  or 
gotiated  an  acquisition. 
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E^ra  Memory 


CALL  OKI  AND  WE'LL  BUILD  A  PRINTER 
TO  MEET  YOUR  BUSINESS  NEEDS. 


Call  1-866-OKI-COLOR  to  see  what  OKI  can  do  for  you. 


)KI  has  a  full  line  of  color  printers  to  meet  your  business  requirements. 

I  \nd  whether  you  need  64  megabytes  of  extra  memory,  custom  software  or  an  extra  paper  tray,  we'll 
Mevelop  a  color  printing  solution  to  mai<e  you  more  productive  and  successful.  OKI  printers  are 
t  ompatible  with  specified  networl<  environments.  And  they  feature  Single  Pass  Color®  technology  that 
j  ays  down  all  four  colors  in  a  single  pass,  so  you  get: 

!  aster  prints.  Color  prints  up  to  21  pages  per  minute  for  super-fast  turnaround. 
Quality  color.  Up  to  1200  dpi  for  crisp,  clear  prints  every  time, 
ower  total  cost  of  ownership.  Save  up  to  25%  vs.  comparable  color  laser  printers, 
ind  15-30%  vs.  color  inkjets. 

all  toll  free  1-866-OKI-COLOR  or  visit  bpx.okidata.com/c9000.nsf  to  see  what  OKI  can  do  for  you. 


OKI 

The  Only  Color 
For  You.  ' 
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STILL  VULNERABLE 

The  Stock  market  is  down  closer  to  its  two- 
century  average  growth  trend— but  still  high. 


Ratio  scale  $800,001 


STOCKS  COULD  MOVE 
SIDEWAYS  FOR  FOUR 
YEARS  BEFORE  RETURNING 
TO  TREND. 


Inflation-adjusted  value  of  $1 
invested  in  1800  (dividends  reinvested) 
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f  HERE  ARE  WE  NOW?  BY  THE  S&P  500  MEASURE,  THE  STOCK 
market  is  off  16%  from  its  peak  in  March  2000.  But  in 
longer  perspective,  calculations  by  Wharton  professor  Je- 
remy Siegel  suggest  that,  counting  dividends  and  adjusting  for  in- 
flation, the  market  is  still  about  25%  above  its  1801-2000  average 
growth  trend.  To  get  back  to  that  average  trend  the  market  would 
have  to  move  sideways  untU  2005.  That  doesn't  rule  out  the  pos- 
sibility of  a  quick  zoom  upward,  but  it  makes  it  less  likely. 

Still,  the  market  is  not  as  irrationally  exuberant  as  last 
time  we  visited  Siegel  (FORBES,  May  29,  2000).  Then,  the 
cumulative  total-return  market  was  40%  above  trend,  a  level 
last  reached  in  1928.  It  could  have  moved  sideways  for  eight 
years  before  getting  back  to  trend. 

But  remember,  this  is  not  a  chartists'  trend  line,  at  which 
the  market  should  reassuringly  bounce.  It's  a  statisticians' 
trend  line,  a  method  of  averaging  the  market's  annual  lev- 
els. By  definition  the  market  has  to  go  below  the  trend  and 
stay  there  long  enough  to  balance  its  activity  above.  At  his- 
toric bottoms  (1932,  1974,  1981)  the  market  has  fallen  as 
much  as  43%  below  trend — about  5200  on  the  Dow  today. 

Siegel  is  more  optimistic.  His  guess  is  that  improvements  in 
economic  management  and  market  liquidity  mean  that  the 
stocks  could  stabilize  and  even  appreciate — albeit  modestly — 
for  the  next  several  years.  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson  Institute, 
Indianapolis,  edwinr@hudson.org.  Graphics:  DAVID  LADA. 
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Find  past  Charticles  at  www.forbes.com/brimelow. 


Trend  line  is  a  regression  line  drawn  through  annual  data  points  representing  cumulativ 
total  real  return  of  a  broad  measure  of  stocks  over  200  years.  Source:  Jeremy  Siegel,  rh| 
Wharton  School,  Urtiversity  cf  Perinsylvania. 
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1  stocks  &  bongs 


PREDICTO-MANIA 

Those  wizards  who  forecast  everything  from  Federal 
Reserve  moves  to  year-end  market  results?  Don't 
follow  what  they  say  by  michael  maiello 


ON  FEB.  23,  WAYNE  ANGELL, 
chief  economist  at  Bear 
Stearns  and  a  former 
Federal  Reserve  governor,  pre- 
dicted that  the  Fed  would  cut 
interest  rates  in  advance  of  the 
board's  regularly  scheduled 
Mar.  20  meeting.  Believers 
bought,  fighting  the  tape  most 
of  the  way.  The  Dow  Jones  in- 
dustrial average,  at  one  point 
down  232,  ended  the  session 
off  88  points. 

When  Angell's  cut  failed  to 
materialize,  a  miffed  investor 
upbraided  him  for  being  too 
optimistic.  "I  said,  'When  it  be- 
came evident  that  the  Fed  was 
not  going  to  do  what  I  so 
strongly  said  they  should  do, 
did  you  sell  stocks?' "  Angell  re- 
calls. "He  said,  'No.'  I  said, 
'Well,  I  did.'" 

Thanks,  Wayne.  Wall  Street 
strategists  get  paid  handsome 
salaries  for  issuing  prognostications 
about  interest  rates  and  stock  market 
trends.  But  they  don't  guarantee  their 
forecasts,  to  put  it  mildly.  Even  Angell, 
who  has  special  insight  into  the 
predilections  of  Alan  Greenspan  and 
his  other  former  colleagues,  may  do  no 
better  at  predicting  Fed  moves  and  how 
they  affect  long-term  bond  yields  than 
you  would  on  your  own. 

How  wide  of  the  mark  are  these 
Wall  Street  seers?  Way  wide.  Ask  James 
Bianco,  president  of  Bianco  Research, 
who  has  measured  their  long-term 
yield-predicting  abilities  over  six- 
month  periods  since  1982.  They've 
been  able  to  pick  the  direction  of 
changes  in  the  curve  only  28%  of  the 


time.  Now  there  are  only  three  moves  a 
bond  can  make:  no  move,  higher  yield 
or  lower  yield.  So,  picking  randomly, 
strategists  could  expect  to  get  the  direc- 
tion right  33%  of  the  time.  When  it 
comes  to  calling  exactly  what  long 
yields  will  be  a  half-year  ahead,  they 
were  off  an  average  87  basis  points 
(hundredths  of  a  percentage  point). 

And  forget  about  12-month  fore- 
casts. In  late  1998  their  augury  for  the 
30-year  Treasury  bond's  yield  at  year- 
end  1999  averaged  5.6%;  instead,  the 
long  bond  finished  the  year  at  6.4%. 
For  2000  this  crowd  expected  6.4%. 
Oops.  It  was  5.5%. 

The  record  is  no  better  for  equities. 
Kenneth  L.  Fisher,  a  money  manager 


and  FORBES  columnist,  formulates  1 
own  market  performance  expectatio 
by  studying  the  strategists'  calls  and  th 
making  sure  to  choose  a  number  ti 
none  of  them  have  picked.  Reason:  W 
Street  expectations  already  are  built  ir 
today's  stock  prices  and  thus  you  ca 
make  money  acting  on  them.  Either  1 
against  the  crowd  or  don't  bet  at  aU. 

Data  compiled  by  his  Fisher  Invi 
ments  show  that  strategists  surveyed 
late  1998  missed  1999's  tech  run-up 
an  embarrassingly  wide  margin:  Th 
expected  Nasdaq  to  climb  30%,  bul 
climbed  86%.  Dizzied  by  that  ascent,  t 
foresaw  more  good  news  for  2000,  a  61 
gain.  Nasdaq  fell  40%  last  year.  The 
perts  were  similarly  optimistic  about 
S&P  500,  calling  for  a  22%  advance 
2000.  Alas,  the  index  dropped  9%. 

Okay,  even  Nostradamus  coulc 
have  foreseen  how  the  markets  will  p 
out.  But  given  the  amount  of  brainpov 
and  experience  among  Wall  Street  stra 
gists,  wouldn't  you  suppose  a  dec 
number  would  come  close? 

Nope,  says  Virginia  Commonwea 
University  professor  Steven  Peters- 
who  has  studied  the  breed.  They  te 
toward  error,  he  finds,  because  t 
cluster  together  for  safety. 

"Instead  of  trying  to  submit  a  fc 
cast  that's  right,"  says  Peterson,  "they 
close  to  the  consensus  so  that  they 
share  the  misery  of  being  wrong  wit 
whole  lot  of  people." 

Of  course,  predictions  get  better 
shorter-term  things  like  whether 
Fed  will  lower  rates  at  next  mont 
meeting  and  by  how  much.  But  it's 
long-term  forecasts  that  are  more  l 
ful.  If  you  had  suspected  that  t 
stocks  would  peak  in  March  2000, ; 
could  have  taken  your  profits  in  th 
and  put  your  money  into  a  defen 
play  like  Treasurys,  which  were  abou 
rise,  thanks  to  a  series  of  Fed  rate  cu 

Angell  remains  a  fearless  forecas 
On  the  morning  of  Apr.  18,  while  . 
gell  was  in  Tokyo,  his  team  sent  o» 
research  note  saying  "we  are  off 
watch"  because  the  Fed  wouldn't  HI 
act  before  the  regularly  slated  Ma> 
meeting.  That  day,  the  Fed  cut  rate: 
50  basis  points. 
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ASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  AT  BASF,  THE  KEY  TO  OUR 
lUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
LOBAL.  IN  CHEMICALS,  AGRICULTURAL  PRODUCTS  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE 
OT  ONLY  POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL 
F  WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 
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DEibtocKS  &  bonas 


IN  THE  MONEY 

Like  to  shoot  craps?  Skip  Atlantic  City  and  head 
for  the  Chicago  currency  pits,  where  your  losses 
will  be  deductible  by  brendan  coffey 


FOREIGN  CURRENCY  TRADING  HAS 
made  a  legend  of  one  man — 
George  Soros — and  fools  of 
countless  others.  But  the  world's 
biggest  market,  with  at  least  $1.5  tril- 
lion traded  daily,  remains  a  great  temp- 
tation because  the  significant  risks  can 
bring  equally  impressive  returns.  You 
could  double  a  stake  or  wipe  it  out  in 
the  space  of  a  few  days. 

Our  advice  to  speculators:  If  you 
like  pure  gambles,  check  out  the  for- 
eign currency  market.  You  will  proba- 
bly end  up  with  losses,  just  as  you 
would  in  Atlantic  City,  but  these  you 
can  deduct. 

Exchanges  handling  currency 
contracts  warn  individuals  that 
even  the  best  traders  see  losses  on 
70%  of  their  trades.  Plus,  out- 
dated regulations  mean  no  fed- 
eral agency  has  full  authority 
over  the  market.  That  has  created 
a  space  numerous  scam  artists 
take  advantage  of. 

But  if  you  still  want  to  try 
this  high-wire  act,  first  under- 
stand some  fundamentals.  Un- 
like a  targeted  investment  in  a 
single  stock  or  bond,  buying  a 
currency  is  basically  a  bet  on 
what  a  country's  economy  is 
going  to  do.  Clues  to  how  one 
currency  will  move  against  an- 
other are  found  in  a  slew  of  vari- 
ables, including  interest  rates, 
budget  deficits,  surpluses  and 
the  political  climate.  "There  are 
so  many  factors,  anybody  can 
have  an  opinion  about  curren- 
cies," says  Nicholas  Doumos, 
analyst  with  Alaron  Trading,  a 
Chicago  futures  brokerage. 


The  most  popular  instruments  are 
foreign  currency  futures  on  the 
Chicago  Mercantile  Exchange.  The 
CME  trades  futures  on  13  currencies, 
from  the  Australian  dollar  to  the  Swiss 
franc,  with  expiration  dates  in  March, 
June,  September  and  December.  Min- 
imum contract  sizes  vary,  but  start  at 
around  $40,000  for  New  Zealand  dol- 
lar futures  and  go  up  to  $109,000  for 
euros.  You  can  open  a  position  with  a 
margin  deposit  of  as  little  as  10%  of 
the  contract  size.  But  do  not  make 
the  mistake  of  viewing  this  down  pay- 
ment as  the  amount  of  the  bet  you 
have  made.  The  contract  size  is  a  bet- 


ter measure  of  that. 

If  you  are  a  big  customer  you  c 
put  up  Treasury  bills  as  the  10%  coll 
eral  and  keep  the  interest  they  genera 
If  you  are  small  fry,  the  broker  wQl 
sist  that  you  put  up  the  margin  in  1 
form  of  cash,  which  he  will  invest  (a 
on  which  he  will  keep  the  interest). 

Apart  from  the  starting  collate 
there  is  something  called  variati 
margin,  adjusted  daily.  As  a  contra( 
value  goes  against  you,  you  have 
cough  up  more  cash.  If  the  contr; 
goes  in  your  favor,  on  the  other  hai 
the  counterparty  has  to  cough  up  ci 
to  you  which  you  can  withdraw  or 
vest.  Assuming  there  is  no  further  pr 
movement,  this  is  the  profit  you  pocj 
at  the  expiration  of  the  contract. 

In  shopping  for  a  broker,  pay  att« 
tion  both  to  commissions  ($50  to  i 
for  a  round-trip  trade  at  a  full  servj 
broker,  $10  to  $20  at  a  discount  ol 
and  to  margin  rules.  Loss  of  interest 
the  starting  collateral  may  be  far  mi 
significant  than  the  commission. 

Okay,  suppose  you  like  the  U.S.  d 
lar,  which  has  been  very  strong  relal 


BUYING  A  CURRENCY  IS  BASICALLY  PUCING  A  BET  ON 
WHAT  A  COUNTRY'S  ECONOMY  IS  GOING  TO  DO. 
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to  other  currencies.  The  best  way  to 
trade  on  that  hunch,  says  Ronald  Mark, 
a  currency  trader  for  the  Price  Group  in 
Chicago,  is  to  buy  the  U.S.  Dollar  Index 
traded  on  the  New  York  Board  of 
Trade.  The  index  reflects  the  strength  of 
the  dollar  against  a  basket  of  six  curren- 
cies: the  euro,  yen,  British  pound,  Cana- 
dian dollar,  Swiss  franc  and  Swedish 
krona.  The  index  was  recently  at  116, 
for  a  $1 16,000  contract  size. 

The  British  pound  makes  an  inter- 
esting speculation.  Go  long  on  this  cur- 
rency and  you  will  make  money  if  it 
just  stays  put  in  relation  to  the  U.S.  dol- 
lar. How  so?  Pound  futures  are  trading 
at  a  discount  to  spot  prices,  a  reflection 
of  the  fact  that  short-term  interest  rates 
are  higher  in  London  than  they  are 
here.  The  CME  contract,  for  £62,500, 
has  a  spot  value  of  $89,363.  The  market 
is  assuming  this  amount  of  quid  will  be 
worth  only  $88,863  come  December. 

Commodity  futures  are  capital  as- 
sets and  get  taxed  as  if  they  were  60% 
long  term  and  40%  short  term,  regard- 
less of  how  long  you  hold  the  positions. 
That  means,  for  a  top-bracket  investor, 
a  blended  federal  rate  near  28%  on  suc- 
cessful trades — against  only  20%  for 
stocks  held  more  than  a  year.  But  don't 
complain.  The  liquidity  on  futures 
fades  for  contracts  more  than  a  few 
months  out,  so  for  the  sake  of  good  ex- 
ecution you  are  going  to  be  trading 
near-term  contracts  and  you  won't 
have  many  yearlong  holdings  anyway. 
As  with  stocks,  losses  can  be  deducted 
only  against  capital  gains  plus  up  to 
$3,000  of  other  income. 

An  alternative  to  traditional  bro- 
kers is  to  buy  through  one  of  the 
handful  of  Internet  brokers  starting 
up  shop.  One  is  Gain  Capital,  a  War- 
ren, N.J. -based  firm  led  by  former 
Credit  Suisse  and  Sallie  Mae  officials. 
The  firm  requires  a  $5,000  opening 
balance  and  wants  $2,000  of  cash 
margin  per  $100,000  contract  value. 
It  doesn't  charge  commissions,  but 
makes  its  money  on  trading  spreads. 
Competitor  HotspotFX,  which  went 
live  in  March,  requires  $4,000  of  mar- 
gin per  $100,000  and  a  minimum  bal- 
ance of  $20,000,  and  charges  a  com- 


DOKT  EVEN 
CONSIDER  A 
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CURRENCY 
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mission  of  $30  per  trade. 

But  be  careful  of 
the  Internet.  Scammers 
•  abound.  Avoid  shops  that 
offer  little  risk  and  great 
reward  based  on  the  fact 
they  trade  the  "Interbank 
market."  One  way  to  check 
out  a  broker  is  to  call  the 
National  Futures  Associa- 
tion (800-621-3570)  and 
ask  if  the  broker  and  firm 
are  registered  with  the 
Commodity  Futures  Trad- 
ing Commission.  If  not,  stay  away.  Don't 
even  consider  a  foreign-based  Web  trad- 
ing site. 

How  about  having  a  professional 
fund  manager  trade  currency  futures 
for  you?  This  is  a  dumb  idea.  In  con- 
trast to  the  stock  market,  which  over 
long  periods  offers  positive  returns 
linked  to  the  growth  in  the  economy, 
commodity  trading  is  a  zero-sum 


BEWARE  THE 
INTERNET. 
lERS 


game.  According  to 
vestment  fund  watci 
Barclay  Group,  the  av 
age  currency  fund 
turned  4.5%  in  2000. 
could  have  done  bet 
than  that  in  Treasury  h 
with  no  risk.  Don't  bot 
looking  to  the  mut 
fund  arena:  The  rec 
strength  of  the  dollar 
ravaged  currency  mut 
funds.  The  last  two  c 
rency  funds,  which  w 
offered  by  Franklin  Templeton,  clo 
in  March  to  new  investors  afte 
string  of  abysmal  returns. 

One  last  possibility:  You  are  us 
commodity  futures  to  hedge  risk — 
example,  on  taking  a  consulting  cc 
tract  for  which  you  will  be  paid 
British  pounds.  Get  some  professio 
advice  and  pay  attention  to  tax  ru 
They  get  tricky  for  hedgers. 


PRUDENT  TRAVELER 

Overseas  travelers  have  long  faced  this  problem:  How  can  you  protect  your 
abroad  from  a  wild  fluctuation  in  exchange  rates  and  nagging  fees  chargec 
banks  and  currency  changers? 
Only  just  a  couple  of  years  ago  the  shrewdest  way  to  travel  was  to  use  ATM  Cc 
abroad.  They  offered  cash  at  exchange  rates  surprisingly  close  to  the  interbank  i 
and  without  fees.  That  free  ride  is  over  now:  Banks  have  extended  currency 
change  fees  and  usage  fees  to  transactions  made  in  foreign  countries.  Most  m 
banks  charge  fees  for  foreign  transactions.  Some,  like  Wells  Fargo,  will  charge  yc 
2%  transaction  fee  on  top  of  a  flat  $2  ATM  fee. 

With  rates  like  those  you're  better  off  swallowing  the  fees  credit  cards  cha 
American  Express  cardholders  have  faced  a  2%  fee  since  mid-1999.  While  Visa 
MasterCard  themselves  have  long  levied  a  1%  charge,  a  number  of  issuers  tack 
another  2%.  Of  the  major  issuers,  MBNA  America,  Capital  One,  FleetBoston  and  \ 
chovia  don't  impose  fees,  and  most  community  banks  and  cooperatives  don't  eit 
Travelers  checks  remain  a  useful  option,  but  the  places  you'll  exchange 
checks  overseas  offer  rates  5%  or  more  worse  than  what  you'll  receive  using  cr 
cards,  so  your  best  bet  is  to  stick  with  plastic,  says  Lucy  Lazarony  of  Bankrate.c 
an  Internet  personal  finance  Web  site.  One  way  to  avoid  unfavorable  exchange  n 
abroad  is  to  buy  travelers  checks  in  the  currency  of  where  you'll  be  traveling. 

Still,  there's  a  bright  side:  Despite  all  the  fees  the  dollar  is  remarkably  str 
against  major  currencies.  The  Italian  lira  is  close  to  a  30-year  low  against  the  dc 
($1  gets  you  2,200  lira),  as  is  the  Australian  dollar  ($1  =  AUS$2).  The  British  poun 
near  lows  last  seen  in  1993  ($1  buys  £0.7)  while  the  Japanese  yen  is  around  a  thi 
year  low  ($1  =  123  yen).  The  pan-European  euro,  meanwhile,  remains  in  the  mid- 
cent  range,  well  below  the  $1.15  rate  European  central  bankers  expected  when  t 
crafted  it.  — i 
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TOYOTA 


|iass-produce  a  hybrid  The  other  10% 

ifstem  that  reduces 
nog-fprming  emissions 


In  1997,  Toyota  was  the  first  car  company 
in  the  world  to  mass-produce  a  hybrid 
vehicle.  By  combining  gasoline  and  electric 
power,  the  Prius  reduces  smog-forming 
emissions*  cuts  gas  consumption  in  half, 
and,  in  short,  has  revolutionized  the  way 
cars  affect  our  environment. 

Even  so,  we're  not  resting  on  our  laurels. 
The  Toyota  Hybrid  System  is  being  further 
refined,  to  make  it  cleaner  and  more 
efficient.  And  we're  continuing  to  search 
for  even  greener  forms  of  transportation. 

The  next  step?  A  hydrogen-powered  fuel 
cell  vehicle  whose  only  emission  is  pure 
water.  And  beyond  that,  who  knows.  But 
no  matter  what  fresh  alternatives  are 
discovered  in  the  future,  they  won't  be 
found  overnight.  They'll  be  the  result  of 
90%  perspiration.  And  10%  inspiration. 

www.toyota.com/tomorrow 


n  measurements  of  hydrocarbons  and  oxides  of  nitrogen  Compared  to  the  average  car  '?-')2001 
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WALLFLOWERS 

Some  companies  are  all  but  ignored  on  Wall  Street. 
Are  beauties  being  overlooked?  BY  brett  d.  helgren 


DEFENSE  CONTRACTOR  GEN- 
Corp  is  a  $1  billion  (sales) 
corporation  whose  roots  go 
back  to  the  old  General  Tire  & 
Rubber  Co.  established  in  1915. 
Despite  its  size  and  longevity, 
GenCorp  is  followed  by  only  one 
security  analyst,  according  to 
Thomson  Financial/IBES,  which 
collects  and  analyzes  earnings  es- 
timates on  more  than  15,000 
companies  worldwide.  In  con- 
trast, Microsoft  has  30  analysts 
tracking  its  every  move. 

The  one  analyst  following 
GenCorp  is  Merrill  Lynch's 
Phua  Young,  who,  though  he 
may  be  a  consensus  of  one,  is 
upbeat.  "Cost-cutting  and  the 
spinoff  of  its  chemical  business, 
Omnova  Solutions,  has  paid  off 
for  GenCorp,"  he  says.  Young 
thinks  the  company's  Aerojet 
subsidiary,  which  contributed 
55%  of  GenCorp's  $1  billion  sales  last 
year,  could  benefit  from  the  U.S.  De- 
fense Department's  change  in  strat- 
egy— to  be  better  prepared  for  regional, 
rather  than  global,  conflicts. 

If  Young  is  right  about  this  ne- 
glected stock,  it  could  be  a  bargain. 
GenCorp  shares  trade  at  only  eight 
times  Young's  2001  estimate  of  $1.40 
a  share. 

The  table  lists  ten  companies 
followed  by  no  more  than  three  ana- 
lysts reporting  to  Thomson.  All  these 
companies  have  market  values 
between  $200  million  and  $1.2  billion 
and  are  expected  to  be  profitable 
this  year. 

Another  wallflower  is  CVB  Finan- 
cial, parent  of  Citizens  Business  Bank, 
which  offers  banking  services  primar- 


ily in  California's  Orange  and  San 
Bernardino  counties.  Last  year  the 
company  netted  $35  million,  or  $1.23 
a  share,  up  32%  from  1999.  CVB  re- 


cently upped  its  dividend  t* 
quarterly  rate  of  14  cents,  so  j 
stock  now  yields  3.6%  co 
pared  with  1.3%  for  the  S&P 
David  Winton  at  Ke 
Bruyette  &  Woods,  one  of 
analysts  covering  CVB,  mal 
this  case  for  the  company:  I 
focused  geographically  or 
fast-growing  metropolitan  s 
tistical  area,  the  "Inland  E 
pire"  of  California.  And  it  I 
been  expanding  its  deposit 
lot  faster  than  the  rest  of  the 
dustry — growing  at  a  P 
compounded  annual  grow 
rate  the  last  five  years.  Wint 
expects  CVB  to  earn  $1.4( 
share  next  year. 

Biopharmaceutical  co: 
pany  Nabi  reported  2000  pri 
its  of  $4  million  on  sales 
$229  million.  Nabi's  encoun 
ing  results  last  year  were  attr 
utable  to  revenue  gains  frc 
Nabi-HB,  a  treatment  for  h 
patitis  B.  Nabi  is  tracked  by  t 
security  analysts.  Fariba  Ghc 
sian  of  Roth  Capital  Partnt 
predicts  an  8%  revenue  g£ 
this  year. 

Neglected  stocks  are  r 
necessarily  bargains,  but  if  y 
are  looking  for  market  inel 
ciencies,  you've  got  a  bef 
chance  of  finding  them  here  th 
on  the  Most  Active  lists.  A  longer  vi 
sion  of  this  table  can  be  found 
www.forbes.com/wallflowers. 


Away  From  Wall  Street's  Gaze 


Only  a  handful  of  analysts  watch  these  stocks. 


Change  from 

Marliei 

Recent 

52-week 

2D01  ESTIMATED 

value 

Company 

price 

high 

EPS 

P/E 

(Smn) 

GVB  Financial 

$16.25 

-7% 

$1.39 

12 

$451 

EDO 

19.18 

-1 

1.13 

17 

219 

GsnCorp 

11.95 

-6 

1.40 

9 

502 

Handleman 

13.15 

-2 

1.45 

9 

355 

LNR  Property 

31.02 

-2 

3.83 

8 

1,054 

NaM 

6.06 

-40 

0.13 

47 

229 

Park  National 

80.50 

-20 

5.55 

15 

1,131 

Triumph  Group 

44.65 

-1 

3.68 

12 

551 

Vital  Signs 

35.00 

-18 

2.08 

17 

434 

Winnebago  hidustries 

17.90 

-6 

1.52 

12 

369 

Prices  as  of  May  16. 

Sources:  FT  Interactive  Data  Corp.,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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One  Policy,  indivisible 

For  all  THE  BELONGINGS  yon  HOLD  DEAR. 


"Vour  home.  Your  minivan.  Your  computer. 
%  Your  mountain  bike.  Your  engagement  ring. 
'\  Your  Personal  Digital  Assistant.  They're  all 

protected  with  one  unique  insurance  policy. 

The  Encompass  Universal  Security 
i  Policy.  End  the  tyranny  and  inconvenience 

of  separate  policies.  Ask  your  Independent 

Insurance  Agent  today.  To  find  the  ageru 


nearest  you,  call  toll-free  1-866-760-6050 
or  VISIT  encorn  passinsurance.com. 

^ ENCOMPASS 

i   rj        ;j   R  A  N   C  6 


Liberty,   Justice,  and 
Really   Good   I  n  s  u  r  a  n  c:  v. 


JOOl  Encompass  Holdings,  LLC.  Encompass  Holdings,  LLC  is  a  subsidiary  of  Allstate  Insurance  Company,  which  is  the  exclusive  administrator  of  the  personal,  auto  and 
liomcowners'  insurance  products  issued  through  the  insurance  subsidiaries  of  CNA  Financial  Corporation.  Home  office;  Chicago,  IL.  Subject  to  availability  and  qualifications. 
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CRASH 
PROTECTION 

What  holds  up  well  when  the  market  swoons?  Stocks 
that  pay  good  old  dividends  i  by  vincent  apicella 


AT  THE  BEGINNING  OF  LAST  YEAR 
they  were  giving  Philip  Morris 
away.  There  was  the  tobacco  tort 
liability.  The  company's  Internet  strat- 
egy was  not  being  talked  about.  And 
then  there  was  that  hopelessly  stodgy 
cash  dividend,  amounting  to  8%  of  the 
stock's  January  2000  price.  Didn't  the 
New  Economy  make  dividends  passe? 

It  didn't,  and  you  should  have 
bought  the  stock.  Philip  Morris  has 
since  appreciated  120%. 

At  a  time  when  at  least  4,000  stocks 
are  off  50%  or  more  from  their  52-week 
highs,  there's  something  to  be  said 
about  the  old-fashioned  strategy  of  buy- 
ing stocks  with  generous  and  well-cov- 
ered dividends.  That  payout  comes  with 
a  price:  High-yielding  stocks  are  not,  by 

Dividend  Cushion  


and  large,  high-growth  stocks.  But 
it's  a  price  worth  paying  when  the 
market  falls  apart.  Stocks  with 
yields  of  3%  or  more  are  down  an 
average  of  15%  from  their  52-week 
highs,  versus  a  55%  drop  for  stocks 
that  aren't  paying  a  dividend. 

What's  considered  a  generous 
dividend  these  days?  The  1.2%  yield 
on  the  S&P  500  is  near  its  20th-century 
low.  Under  the  circumstances,  if  you're 
getting  a  yield  between  2%  and  5% 
you're  doing  fine.  Unless  you're  invest- 
ing in  a  real  estate  investment  trust, 
anything  north  of  5%  is  usually  a  sig- 
nal from  the  market  that  the  dividend 
is  unsustainable.  William  Lippman, 
manager  of  the  Franklin  Rising  Divi- 
dend Fund  (rated  D  by  FORBES  in  up 


Stocks  that  could  soften  the  blow  of  a  hard  economic  landing. 


Company 

RecMt 
prict 

YieM 

grewth 
1999-2000 

Divideitd 
payort 

Deht-to- 
capitalizaiwi 

$32.30 

2.0% 

11% 

36X 

lOX 

28.75 

3.4 

22 

50 

9 

BsMor  Ekitliit 

22J2 

2.4 

11 

39 

28 

Carfisie 

38.55 

2.1 

12 

25 

35 

Ctorax 

34.80 

2.5 

13 

51 

19 

CraflKMk  talNHiiiiMai 

7.93 

3.5 

25 

44 

34 

EaersM  Electric 

6751 

2.3 

10 

46 

25 

First  Tenessee  Natioaai 

34.94 

2.6 

11 

50 

23 

Leggett&Piatt 

21.25 

2.3 

17 

33 

36 

DM  RqMthfic  latematioBiri 

2772 

2.2 

12 

23 

8 

Phiiip  Morris 

52.35 

4.2 

10 

57 

56 

Phiey  Bowos 

41.41 

2.9 

12 

53 

55 

Polaris 

41.58 

2.4 

10 

28 

35 

Presideiitialiife 

1773 

2.3 

13 

30 

18 

RoysoMs  tk  RoyioMs 

22.09 

2.0 

10 

39 

41 

SoothTrwt 

24.07 

2.4 

14 

35 

25 

Prices  as  of  May  16. 

Sources:  FT  Interactive  Data.  Thomson  FinancialABES  and  Market  Guide  via  FactSet  Research  Systems. 


markets  but  an  A  in  down  marke 
says  investors  should  look  for  sto 
that  are  paying  out  less  than  65% 
their  earnings  in  dividends. 

Lippman  also  looks  at  bala 
sheets.  He  likes  companies  whose  del 
50%  or  less  of  capitalization  (that  bf 
the  sum  of  debt  and  equity).  One  in 
portfolio  is  Family  Dollar,  the  schl 
retail  chain.  Family  DoUar  yields  0. 
and  has  a  payout  of  only  17%. 

The  table  lists  16  companies  like 
one,  with  five-year  dividend  gro^ 
rates  of  at  least  9%  a  year,  payouts  be 
65%  of  earnings,  and  debt  less  than  6 
of  capitalization. 

Gary  L.  Cooper,  analyst  at  Bani 
America  Securities,  likes  Polaris,  wf 
makes  all-terrain  vehicles,  jet  skis  ; 
snowmobiles.  It  has  raised  its  payou 
$1  a  year,  which  is  2.4%  of  the  rec 
price,  and  has  a  five-year  divid' 
growth  rate  of  16%  (annualized). 

Salomon  Smith  Barney  tobacco  a 
lyst  Martin  Feldman  says  it's  not  too 
to  buy  Philip  Morris.  It  can  continu 
increase  its  dividend  by  10%  a  year  c 
the  next  several  years,  he  believes.  I 
guardedly  optimistic  about  a  wine 
down  of  litigation  against  the  U.S. 
bacco  industry.  The  company's  cof 
will  also  benefit  from  the  pending  sal 
stock  in  its  Kraft  food  unit. 
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Productivity  is  portable  with  the  Palm  Powered  " Sprint  PCS  Phone" 


The  Sprint  PCS  Wireless  Web'"  now  gives  your  employees  another  way  to  increase  their  productivity  when 
they're  out  of  the  office.  The  Sprint  PCS  Phone  by  Kyocera"  (QCP™  6035)  combines  the  advanced  features 
of  a  Sprint  PCS  Phone  with  the  full  capabilities  of  a  Palm™  handheld,  including  the  MyPalm™  portal 
and  Palm  OS*  platform,  in  one  revolutionary  new  device.  They  can  access  thousands  of  contacts,  send 
and  receive  e-mail,  even  log  on  to  their  company  network-all  in  real  time.  Plus  they'll  get  clear  calls 
on  our  nationwide  network,  serving  more  than  300  major  metropolitan  areas  and  all  major  airports 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


o  <>  o 

<&<&<s> 


>Rddres3 
nyPalio"  portal 
Oats  Book 

« 


Sprint 


The  Sprint  PCS  Clear  Wireless  Workplace.  Because  business  can't  wait.'"       Sprint  PCS 


int  PCS  Wireless  Web™  is  not  available  while  roaming  off  the  Sprint  PCS  Network  and  may  not  be  immediately  available  in  select  affiliate  markets.  Not  all  Sprint  PCS 
i;s  Web  content  is  accessible  from  devices  that  use  the  Palm'"  operating  system.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the 
;s  Web  brochure.  Copyright  ©2001  Sprint  Spectrum  L.R  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are 
arks  of  Sprint  Communications  Company  L  P  Palm  OS  is  a  registered  trademark  and  Palm,  Palm  Powered  and  MyPalm  are  trademarks  of  Palm,  Inc.,  or  its  subsidiaries. 
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THE  REAL  COST  OF  TRADING 

Finding  the  lowest  commissions  is  great.  What  about  price  execution?  Soon  you'l 
be  able  to  get  a  good  idea  who  delivers— and  who  doesn't  by  carrie  coolidge 


EDWARD  A.  GUY,  A  34-YEAR-OLD 
technology  recruiter,  has  been 
trading  online  for  eight  years  and 
can  tell  you  all  about  the  cost  and 
speed  that  different  brokers  deliver. 
Ameritrade?  Eight  seconds  and  $8 
per  trade.  Datek?  Seven  seconds  and 
$10  (see  table,  p.  200).  But  who  snags 
him  the  best  price? 

"You  never  know  what  you  are  get- 
ting," says  Guy.  "I'm  always  nervous 
with  my  trading  because  there  is  so 
much  ambiguity  about  how  my  trades 
are  executed,  especially  with  stocks  that 
are  thinly  traded." 

Today's  stock  trading  system  has 
evolved  into  such  a  labyrinth  that  you 
need  a  real  investigator's  zeal  to  ferret 
out  who  will  get  you  the  best  price.  De- 
pending on  the  stock,  your  broker  can 
send  your  order  to  any  number  of  mar- 
ket centers  for  execution. 

It  could  land  at  the  New  York, 
American  or  a  regional  stock  exchange; 
at  eight  electronic  communications 
networks,  such  as  Island  or  Instinet;  or 
at  400  Nasdaq  marketmakers,  including 
Knight  Trading  Group  or  Herzog  Heine 
Geduld. 

Good  luck  fathoming  what  happens 
to  your  trade  along  the  way.  "A  bad  ex- 
ecution can  dwarf  the  commission  a 
broker  charges,"  says  Robert  L.D. 
Colby,  the  Securities  &  Exchange  Com- 
mission's deputy  director  of  market 
regulation.  "You  might  think  you  are 
getting  a  good  deal,  but  in  reality  you 
are  not." 

But  here's  some  good  news:  Because 
it  is  so  hard  to  know,  the  SEC  is  enacting 
new  rules  that  will  require  brokers  and 
market  centers  to  tell  you.  (The  rules  go 
into  effect  in  June  for  most  markets,  in 
September  for  Nasdaq  and  in  October 


for  brokers.)  Specifically,  the  middle- 
men must  make  confessions  about 
where  they  send  orders  and  what  kick- 
backs (called  "payment  for  order  flow") 
are  involved  in  sending  them  there. 

Unfortunately,  there  will  be  no  cen- 
tral repository  for  these  data.  You'll 
have  to  visit  each  broker's  and  market 
center's  Web  site  to  piece  together  who 
stands  to  do  the  best  job.  And  these  are 
aggregate  data — for  brokers  on  a  quar- 
terly basis,  for  market  centers 
monthly — so  you  can't  follow  the 
course  of  your  particular  trade,  al- 
though it's  highly  likely  your  transac- 
tion got  treated  like  the  aggregate. 

In  the  past  you  could  find  this  stuff 
out  only  if  you  asked  your  broker  about 
each  trade.  But  you  never  have  any  say 
about  where  a  trade  is  executed.  (The 
exception  is  a  broker  like  CyberTrader, 


which  allows  you  to  dire 
your  trade  to  the  market  cet 
ter  of  your  choice.)  With  tl 
new  disclosure  in  hand  you 
be  able  to  switch  brokers 
you  don't  like  where  tht 
route  your  trades.  Cavea 
The  market  changes  contii 
uously,  meaning  you  still  w 
have  no  ironclad  assuran( 
that  one  market  center  w 
remain  superior. 

The  new  electronic  di. 
closure,  which  applies  1 
both  online  and  convei 
tional  trading,  breaks  dow 
this  way: 

Brokers.  For  each  stoc 
the  screen  will  show  wh. 
percentage  a  broker  sent  i 
which  market  center  durir 
'      the  quarter,  and  whethi 
that  market  center  is  payir 
the  broker  for  sending  orders  its  way^ 
The  broker  screen  will  also  show  tl 
percentage  of  orders  that  were  filW 
from  the  brokerage's  own  inventory, 
practice  known  in  Wall  Street  jargon 
internalization.  Heavy  internalizatic 
will  be  an  indication  that  your  marke 
maker  is  not  working  to  get  you  a  bett* 
offer. 

Say  you  put  in  a  limit  order  fo 
1,000  shares  at  $50.  The  best  off 
showing  is  $50  so  your  marketmak 
executes  at  that  price  from  his  own  ii 
ventory  and  does  not  even  try  to  g 
you  a  better  offer  from  another  centei 

Market  Centers.  Each  must  sho 
how  they  dealt  vnth  an  individual  stoc 
in  a  given  month,  according  to  ord< 
size.  So  you  can  compare  how  wide  tt 
bid/ask  spreads  were  for  your  stock  : 
different  market  centers.  The  narrow 
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/be  it's  an  urban  legend,  but  it's  based  on  fact.  Chevy™  Impala®  LS  treats  you  to  exceptional  room,  comfort  and  design.  Add 
I  temperature  controls  and  optional  leather-trimmed  seats  to  Impala's  great  drive,  and  that  can  be  mighty  tempting,  chevy.com 


CHEVY  IMPALA  WEIL  BE  THERE 
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the  spread,  the  better  for  you. 

You'll  be  able  to  see  how  quickly 
your  order  got  executed  as  well.  A  big 
problem  for  investors  is  marketmakers 
who  sit  on  orders  until  the  price  moves 
in  a  way  that  benefits  them.  Example: 
You  put  in  a  market  order  to  buy  1 ,000 
shares,  and  the  best  offer  is  $25.25.  Your 
marketmaker  knows  the  market  will  go 
up,  so  he  waits  10  seconds.  By  then  the 
price  has  gone  up  to  $25.30.  That's  the 
price  you  get  and  it's  more  money  in 
his  till. 


Although  there's  no  way  to  tell 
under  the  new  disclosure  if  such 
shenanigans  happened  to  your  particu- 
lar trade,  you  at  least  can  find  out 
which  marketmakers  have  a  habit  of 
sitting  on  orders.  The  longer  they  take, 
the  more  the  opportunity  for  mischief 
Look  at  these  numbers  in  the  context  of 
daily  share  volume,  however;  thinly 
traded  stocks  won't  move  quickly. 

The  disclosures  will  cover  the  fre- 
quency of  price  improvements  on  limit 
orders.  For  instance,  say  you  place  a 


limit  order  to  buy  1 ,000  shares  of  ^ 
crosoft  at  no  higher  than  $70.  If  t 
quote  stands  at  $70,  and  your  mar 
center  executes  your  order  at  $69 
you  enjoyed  a  price  improvement  of 
cents  a  share  for  a  total  of  $100  savec 
And  the  screen  will  show  how  of 
orders  are  unfilled  by  different  mar 
centers.  It's  annoying  when  your  on 
is  returned  only  partly  executed,  or 
at  all.  Some  marketmakers  are  sim 
blowing  you  off  because  later  in  the 
they  might  receive  a  better  offer. 


What  You  Don't  See  Is  Often  What  You  Get 


Right  now  companies  report  their  own  execution  stats.  Under  new  SEC  rules  kicking  in  this  year,  investors  will  finally  know  thing 
such  as  where  their  trades  are  routed.  For  a  larger  version  of  this  table,  go  to  forbes.com/brokers. 


Broker 

WEBSITE 


Average 
execution  time 


Minimum  to 
open  standard 
account 


Commission  per  trade  for  marl(et  orders 


ABWatiey 

WWW.ABWATLEY.COM 

NA 

$3,000 

$9.95  for  first  5,000  shares  plus  1  cent  per  share  for  more. 

American  Express  Online  Brolcerage 

WWW.AMERICANEXPRESS.COM/DIRECT 

2  seconds 

none 

$19.95  for  first  3.000  shares 
plus  3  cents  per  share  for  more. 

Ameritrade 

WWW.AMERITRADE.COM 

7.9  seconds 

2.000 

$8 

Bidwell  &  Co. 

WWW.BIDWELL.COM 

15  seconds 

none 

$12  for  up  to  1,500  shares;  1  cent  per 
share  for  the  entire  trade  for  larger  orders. 

Brown  &  Co. 

orderswww.BR0WNC0.COM 

5  seconds 

15.000 

$5  up  to  5,000  shares;  $5  plus  1  cent  per  share  for  entire  trade  for  larger 
orders.  Rebate  of  10%  if  commissions  total  $350  in  one  month. 

BuyandiioM 

WWW.BUYANDH0LD.COM 

Three  times  a  day  at 
predetermined  intervals 

none 

Monthly  fee  of  $14.99  for  unlimited  trades  or  $6.99  per  month  for  two  trades 
and  $2.99  per  additional  trade. 

Charles  Schwab 

WWW.SCHWAB.COM 

7.7  seconds 

5,000 

$29.95  up  to  1.000  shares;  3  cents 

per  share  for  the  entire  trade  for  larger  orders. 

CSFBDirect 

WWW.CSFBDIRECT.COM 

4.7  seconds 

none 

$20  for  first  1.000  shares  plus  2  cents  for  more. 

CyberTrader 

WWW.CY8ERTRADER.CDM 

5  seconds 

10.000' 

Calculated  on  previous  month's  trading  activity  (and  reset  monthly):  $14.95 
(1  to  49  trades  per  month);  $12.95  (50  to  99);  $9.95  (100  or  more). 

Datel( 

WWW.DATEK.CDM 

75  seconds 

500 

$9.99  for  up  to  5.000  shares. 

Dreyfus  Brolcerage 

WWW.DREYFUS.CDM 

NA 

$15 

E-Trade 

WWW.ETRA0E.COM 

NA 

1.000 

$14.95  per  trade  of  listed  securities,  $14.95  plus  1  cent  per  share  for  entire 
trade  for  orders  over  5.000  shares;  $19.95  for  all  Nasdaq  securities  (no  order  limit 

Fidelity.com 

WWW.P0WEflSTREET.COM 

8  seconds 

2,500 

$25^  for  the  first  1,000  shares  plus  2  cents  per  share  for  more. 

Merrill  Lynch  Direct 

WWW.MLOIRECTCOM 

10  seconds 

2,000 

$29.95  for  first  1,000  shares  plus  3  cents  per  share  for  more. 

Morgan  Stanley  Dean  Vfitter  Online 

WWW.MS0W0NUNE.COM 

10  seconds 

2.000 

$29.95  for  first  1,000  shares  plus  3  cents  per  share  for  more. 

My  Discount  Broker 

WWW.MYDISC0UNTBR0KER.COM 

10  seconds 

none 

$12  up  to  5,000  shares;  $12  plus  1  cent 
per  share  for  the  entire  trade  for  larger  orders. 

National  Discount  Brokers 

WWWNDB.COM 

NA 

none 

$14.75  up  to  5,000  shares;  $14.75  plus  1  cent  per  share  for  entire  trade 
for  larger  orders.  $14.75  for  all  Nasdaq  securities  (no  order  limit). 

T.  Rowe  Price  Brokerage 

WWW.TRDWEPRICE.CDM 

5.1  seconds 

2,500 

$19.95  for  1,000  shares  plus  2  cents  per  share  for  more. 

TD  Waterhouse 

WWW.TDWATERH0USE.COM 

4.8  seconds 

1,000 

$12  for  up  to  5,000  shares;  1  cent  per  share  for  the  entire 
trade  for  larger  orders. 

'Income  of  $35,000  per  year  and  liquid  net  worth  of  at  least  $50,000  (exclusive  of  residence).  ^$14.95  if  you  traded  12  times  or  more  in  the  last  12  months  or  if  you  have  at  least  1 
$100,000  in  assets  held  at  Fidelity.  NA;  Not  available.  Source:  Companies. 
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IF  IPS  MADE  IN 


ITS  MADE  IN  THE  USA 


And  not  only  do  we  offer  the  Made  in  the  USA  advantage,  we  also  offer  a  perfect 
climate  for  your  business: 

Effective  tax  rate  as  low  as  2%  and  a  maximum  of  7% 
Highly  educated,  bilingual,  available  workforce  and  managers 
*■  Advanced  infrastructure,  rivaling  that  of  any  other  U.S.  jurisdiction 

►  Full  expensing  of  investment  in  machinery  &  equipment 

►  Fastest  permitting  process  in  the  United  States 

►  Beautiful  climate  all  year  round  and  enviable  quality  of  life 

Call  your  perfect  business  partner,  the  Puerto  Rico  Industrial  Development  Company, 
today.  We  will  prove  that  Puerto  Rico  really  means  business! 


GOVERNMENT  OF  PUERTO  RICO 

Puerto  Rico  Industrial  Development  Company 

www.pridco.com  1-888-5-PRIDCO 


o 

@ 


INVESTMENT  GUIDE 


Lnis  Ca.  ners 


Lorna  Jorgenson  Wendt 
likes  postnuptial  deals. 


FOR  LOVE 
AND  MONEY 

How  do  you  protect  your  assets 
from  your  spouse  in  a  divorce? 
An  unromantic  question,  but 
married  couples  have  an  answer 

BY  MICHAEL  FREEDMAN 


YOU  WON'T  FIND  A  MORE  FERVID 
believer  in  the  value  of  nuptial 
agreements  than  Lorna  Jorgenson 
Wendt.  She  and  former  husband  Gary 
Wendt  were,  of  course,  the  couple  that 
engaged  in  the  highly  public  disagree- 
ment over  dividing  their  assets  after  di- 
vorcing in  1997.  A  judge  ultimately  gave 
her  $20  million,  a  sum  she  still  views  as 
far  below  her  contribution  as  a  "noneco- 
nomic  partner."  Gary,  now  head  of  Con- 
seco, the  Indiana  financial  services  firm, 
doesn't  buy  that  argument. 

But  Lorna's  crusade  these  days  is 
that  the  ugly  mess  could  have  been 
avoided.  She  now  wishes  she  had 
known  about  a  wrinkle  in  an  old  con- 


cept in  marital  and  finan- 
cial planning:  the  post- 
nuptial agreement.  "It's 
really  a  way  of  securing 
what  you  believe  in,"  says 
Wendt,  who  founded  the 
Institute  for  Equality  in 
Marriage  in  1998. 

The  better-known  pre- 
nup  defines,  before  the  mar- 
riage, how  finances  are  to  be 
divided  if  the  couple  splits. 
It's  a  good  idea  for  some, 
but  most  couples  don't  have 
a  lot  of  assets  to  worry  about 
at  the  start,  and  many  a 
moony-eyed  pair  think 
there's  something  unro- 
mantic about  beginning  a 
lifelong  commitment  with  a 
financial  document  drafted 
by  lawT'ers. 

Postnups,  agreements 
signed  during  marriage  that 
divide  assets  if  the  couple 
were  to  divorce,  give  another 
option.  In  some  instances 
couples  are  using  them  es- 
sentially to  update  their 
prenups.  Many  prenups  have 
sunset  clauses;  they  automat- 
ically expire  after  a  predeter- 
mined period  of  time.  If  it  is 
not  updated,  a  high-net- 
worth  individual  could  be- 
come exposed  to  a  loss  in  the 
event  of  a  divorce.  Donald 
Trump,  for  example,  updated 
his  prenup  with  ex-wife  Ivana  twice  dur- 
ing their  marriage,  until  it  ended  in  1990. 

Most  commonly,  couples  with  sub- 
stantial assets  or  children  fi-om  previous 
marriages  consider  postnups  for  pro- 
tection. Emily  J.  Zuckerman,  a  New  Jer- 
sey lawyer  who  remarried  in  1999,  did 
not  think  of  getting  a  prenup  at  the 
time.  But  when  they  drafted  a  will,  she 
realized  she  could  be  putting  her  autis- 
tic daughter  from  her  previous  mar- 
riage at  risk. 

As  in  most  states.  New  Jersey  courts 
entitle  the  surviving  spouse  to  one-third 
of  an  estate,  regardless  of  the  will.  So 
Zuckerman  and  her  husband  signed  a 
contract  specifically  granting  her  daugh- 


ter 100%  of  her  assets  upon  Zucke 
man's  death.  If  they  hadn't,  Zuckerma 
says,  her  current  husband  would  be  ei 
titled  to  those  assets,  which  he  could  b 
queath  to  his  own  children  or  a  ne 
wife  if  he  remarried.  What  would  ha] 
pen  to  Zuckerman's  daughter? 

Getting  a  postnup  is  relatively  eai 
and  begins  with  each  spouse  hiring 
lawyer.  Choose  a  good  one.  Micha 
Minton,  a  Chicago  divorce  lawyer  w\ 
says  he  represented  Michael  Jordar 
wife  in  a  postnup,  says  creative  attemp 
to  avoid  fairness  abound.  He's  seen  u: 
fair  and  possibly  illegal  agreements  th 
say  if  the  couple  gets  divorced  becau 
of  infidelity,  the  adulterer  gets  nothii 
and  waives  the  right  to  alimony.  Illinc 
courts  have  overturned  one-sided  pos 
nups  in  which  a  wife  agreed  to  wai 
her  rights,  he  says.  "Slavery  and  diet 
torships  went  out  of  style  a  long  tin 
ago,"  says  Minton. 

Because  of  the  risk  of  one  spou 
taking  advantage  of  the  other,  son 
state  courts  scrutinize  postnups  mo 
carefully  than  premarriage  agreemen 
says  Arlene  G.  Dubin,  a  New  York  Ci 
divorce  lawyer.  Louisiana  couples  mi 
jointly  petition  the  court,  which  has 
find  the  agreement  to  be  in  both  pai 
ners'  best  interest.  In  Minnesota  ea 
partner  must  have  a  net  worth  of  $1 
million  or  more  and  the  couple  mi 
stay  married  for  at  least  two  years  f 
the  agreement  to  be  valid. 

And  because  marriage  contracts  a 
governed  by  state  law,  postnups  shoi) 
be  revised  if  you  move  to  another  stai 
Such  agreements  are  signed  in  few 
than  5%  of  first  marriages  and  20% 
second  marriages,  so  courts  in  sor 
states  are  still  figuring  out  exactly  ho 
to  deal  with  them.  The  Uniform  Pi 
marital  Agreement  Act  of  1983,  whii 
governs  prenuptial  arrangements,  ge 
eraUy  does  not  apply  to  postnups. 

Most  states,  however,  simply  accti 
the  postnup  as  a  private  contract  b 
tween  two  adults.  But  why  worry  aba 
your  state's  legal  idiosyncrasies?  P 
couples  thinking  at  aU  about  a  writt 
financial  agreement,  the  more  popd 
prenup  is  still  a  better  bet.  The  law 
clearer.  And  there's  a  deadline. 
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Spring  2000  -  a  14-mile  pipeline  and  six  months  stood  between 
the  Midwest  and  a  repeat  of  the  previous  summer's  blackouts. 

14  miles  of  pipe  and  14  miles  of  regulations, 

governing  everything  from  road  crossings  to,  believe  it  or  not,  bats. 
Specifically  -  endangered  Indiana  Bats.  They  roost  in  trees. 

There's  a  short  window  when  you  may  disturb  their  habitat. 

Miss  it  -  you  wait  a  year. 
The  competition  said,  "not  enough  time."  We  said,  "what  if?" 

What  if  we  approached  the  problem  with  our  unique  source  of  power? 
The  power  of  can  do.  Of  not  believing  in  no. 
Six  short  months  later,  the  regulatory  agencies  in  two  states  were  impressed. 
The  bats  were  happy.  And  the  Midwest  was  cool. 


m^Duke 

LwEnergy^ 

we  generate  what's  next 


:an  Duke  Energy  generate  for  you?  Visit  us  at  w^ww.duke-energy.com  or  1-800-use-duke. 


INVESTMENT 


GuiDEilVlutual  hunas 


FREE  FLOAT 

Manager  Margaret  Lindsay  specializes  in  European 
small  caps  where  there's  enough  stock  available  for 

noninsiders  ffY  james  m.  clash 


MARGARET  LINDSAY  SAYS  SHE 
won't  buy  a  stock  unless  she  ex- 
pects at  least  a  30%  price  appre- 
ciation within  a  year.  That's  not  an  easy 
goal  for  Lindsay,  manager  of  Fiduciary 
Trust  Company  International's  Euro- 
pean Smaller  Companies  fund. 

The  average  Europe-targeted  stock 
fund  returned  an  annual  16%  over  the 
last  five  years.  How  has  Lindsay  done? 
In  the  same  period  her  fund  returned, 
well,  31%.  Lindsay  knows  growth  is  a 
lot  easier  with  the  smaller,  unknown 
names  than  with  behemoths  like 
Nestle.  Hence,  her  30%  rule. 

Better  yet,  Lindsay's  returns  have  a 
low  (0.29)  correlation  to  the  S&P  500, 
meaning  that  when  the  U.S.  market 
zigs,  her  fund  doesn't  simply  replicate 
the  performance.  Last  year,  when  the 
S&P  slumped  9%,  Lindsay's  fund  was 
off  1%.  The  year  before,  when  the  S&P 
gained  21%,  her  fimd  rose  92%.  This 
year,  in  a  tough  market  for  domestic 
and  international  hinds  alike,  her  fund 
is  off  13%,  while  the  S&P  is  down  3%. 
A  two-decade  veteran  of  Wall  Street, 


Lindsay,  now  49,  launched  her  fund  in 
1994  for  Fiduciary's  institutional  clients, 
like  Danish  pension  fund  Finanssek- 
torens  Pensionskasse.  This  year  her  fund 
opened  to  U.S.  retail  clients.  It  is  still 
tiny,  with  $18  million  in  assets.  Retail  in- 
vestors need  only  $1,000  to  get  in. 

Unlike  many  foreign-stock  man- 
agers, Lindsay  does  not  weight  her 
portfolio  geographically  to  a  bench- 
mark index.  She  is  a  bottom-up  stock 
picker,  looking  for  the  best  small  com- 
panies in  Europe,  damn  what  country 

European  Gems  


they're  in  and  its  economic  condition 
Her  largest  single  weighting  is  th 
United  Kingdom,  at  16%  of  the  portft 
lio  (HSBC  Smaller  European  Inde 
weighting:  22%). 

First  and  foremost,  Lindsay  wan 
recent  public  offerings  that  have  estat 
lished  franchises.  Vestas,  the  windmi 
maker  in  Denmark,  for  example,  on 
went  public  in  1998,  but  has  bee 
around  for  56  years. 

Unlike  U.S.  small  caps,  which  pec 
die  over  two-thirds  of  their  equil 
(called  free  float)  to  the  public,  Eur 
pean  owners  tend  to  keep  more  of  it  i 
their  own  hands.  This  makes  stocl 
picking  harder  for  Lindsay  because  si 
must  avoid  liquidity  problems — n* 
enough  stock  available  to  buy  and  se 
What  free  float  is  okay  by  her?  Roy 
Canin,  the  high-end  French  pet-foe 
maker,  founded  in  1967  and  brougl 
public  in  1997,  occupies  1.7%  of  Line 
say's  fund.  At  a  recent  $96,  it  has  a  $9( 
million  market  cap  and  a  $420  millic 
free  float. 

Lindsay's  fund  has  no  sales  load  ar 
is  one  of  just  a  hal 
dozen  U.S.  funds  sp 
cializing  in  Europet 
small  caps.  Annual  e 
penses,  $L37  per  $1( 
in  assets,  are  a  third  le 
than  those  of  the  typical  European  sto 
fund.  If  you  like  Lindsay's  ideas  b 
don't  want  to  buy  her  fund,  the  tab 
below  lists  eight  of  her  favorite  sto 
picks.  Warning:  These  small  names  a 
mostly  not  available  as  American  D 
positary  Receipts,  meaning  that  yc 
must  buy  them  in  Europe. 


Lindsay's 
credo:  Small 
European 
issues  beat 
the  monsters 
like  Nestle. 


These  small  caps,  all  Lindsay  picks,  offer  investors  liquidity  and  price  appreciation. 


Company/country/industry 

Recent 
price 

.  52-week 
high 

Market 

cap 
($mil) 

Float  as  %  of 

market 
capitalization 

Azkoyen/Spain/Coin  exchange  parts 

$7.20 

$8.90 

$153 

85% 

Gamesa/Spain/Wind  turbines 

23.40 

25.57 

1,897 

30 

Lambda  Physik/Germany/Lasers 

60.57 

80.07 

802 

30 

Royal  Canin/France/Pet  foods 

96.24 

105.29 

961 

44 

TGS  Nopec/Norway/Oilfield  services 

15.88 

1755 

387 

67 

Tomra/Norway/Recycling  machines 

17.04 

21.84 

3,035 

100 

Torex/UK/Health  software 

10.55 

11.59 

457 

83 

Van  Der  Moolen/Netheriands/Finance 

30.20 

3731 

1,124 

70 

Prices  as  of  May  16.  Sources:  Fiduciary  Trust  Interrtational:  Forbes. 
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"...the  best  thing 
about  Fli^htTime's  Freedom  Plan 
is  neyer  having  to  break  a  promise..." 


ien  you  run  one  of  the  most  successful  commercial 
production  companies  in  the  business,  it  means 
traveling  to  offices  around  the  world,  80-hour 
work  weeks,  and  countless  meetings  that 

often  run  late. 

3o  how  can  you  be  there  for  that  birthday  party  you 
promised  you'd  make?  Or  that  ski  trip?  Or  that 
dinner  reservation  with  your  wife? 

For  Jon  Kamen,  the  answer  is  FlightTime's 
Freedom  Plan,  the  revolutionary  air  charter 
program  that  offers  all  the  benefits  of 
aircraft  ownership  without  all  the  costs. 


No  acquisition  fees,  empty  leg  charges,  or  multi-year 
contracts.  With  guaranteed  aircraft  availability  and 
over  5000  airports  to  choose  from,  the  Freedom 
Plan  gets  you  where  you  need  to  be,  when 
you  promised  to  be  there. 

And  with  FlightTime's  Freedom  Plan,  your  aircraft 
and  crew  are  audited  by  Wyvern,  the  "gold  standard" 
in  air  travel  safety. 

Never  miss  another  flight  or  another  special  moment 
with  your  family.  Become  a  FlightTime  Freedom  Plan 
member  today.  To  learn  more  call  1-888-CHARTER, 
or  visit  us  at  www.FlightTime.com 


^FlightTime 

Air  travel,  perfected. 
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FLUFFING 
THE TAX 
CUSHION 

The  more  a  fund  loses, 
the  more  tax-efficient  it 
becomes  for  new  investors. 
Grab  it  while  it's  down  I 

BY  CHRISTOPHER  HELMAN 


WHICH  DO  YOU  PREFER,  THE 
blow  to  the  stomach  or  the 
blow  to  the  head?  Many  mu- 
tual fund  investors  got  both — a  nega- 
tive return  for  the  year  2000  followed 
by  a  painful  tax  bill  on  Apr.  15. 

That  rotten  development  was  the 
result  of  the  wild  selling  by  fund  man- 
agers during  2000,  as  they  tried  to 
dump  a  losing  stock  before  it  sank 
more  or  to  raise  money  to  pay  off  exit- 
ing investors.  Last  year  capital  gain  dis- 
tributions surged  46%  to  $345  billion. 
If  the  manager  bought  Yahoo  at  a  split- 
adjusted  $10  three  years  ago,  watched  it 
peak  at  $250  and  then  sold  when  it 
tumbled  to  $30,  the  fimd  realized  a  cap- 
ital gain  of  $20.  This  gain  was  taxed  to 
you  if  you  were  in  the  fund  at  dividend- 
paying  time — even  if  you  got  in  when 


Yahoo  was  at  $70  and  lost  money  from 
the  fund's  holding  that  highflier. 

Consider  the  plight  of  Theodore 
•Fuller,  a  Virginia  Tech  professor  who 
bought  the  Northern  Technology  fund 
in  1 999  and  enjoyed  its  rocket  ride  until 
2000,  when  the  fund  sank  38%.  In  No- 
vember'it  saddled  him  with  a  cap  gain 
distribution  of  $12.50  a  share — an 
amount  equivalent  to  36%  of  the 
fund's  net  asset  value.  Worse,  some  of 
the  payout  was  from  positions  North- 
ern had  held  less  than  a  year,  meaning 
investors  were  taxed  at  (high)  ordinary 
income  rates.  "It  turned  into  a  real  dou- 
ble whammy,"  says  Fuller. 

Ah,  but  one  person's  loss  can  be  an- 
other's gain.  With  Northern's  gigantic 
distribution,  the  fund  effectively  took 
all  its  investment  gains  off  the  books, 
leaving  it  with  a  net  loss.  The  next  $1.6 
billion  ($26  per  Northern  Tech  share) 
of  realized  gains  will  be  sheltered. 

To  benefit,  find  first-rate  growth 
funds  with  a  shelter  in  the  form  of  tax- 
loss  carryforwards  and/or  net  unreal- 
ized losses.  Example:  You  could  put 
$10,000  into  either  Fund  A  or  Fund  B, 
both  of  which  proceed,  on  a  pretax 
basis,  to  double  your  money  over  the 
next  decade.  Fund  A  lacks  a  tax  shelter, 
and  every  year  it  throws  out  a  distribu- 
tion consisting  of  income  and  capital 
gains.  You  immediately  reinvest  that 
distribution,  minus  the  taxes  you  must 
pay.  Fund  B  is  so  rich  in  tax  losses  that 
it  never  pays  a  dividend;  your  $10,000 
gain  is  taxed  only  when  you  cash  out  in 
20 11.  By  deferring  taxes  you  enhance 
total  returns.  Fund  B  is  better  for  you. 

According  to  fund  tracker  Morn- 
ingstar,  the  average  tech  fund  has  a  po- 


tential capital  gains  exposure  (that 
the  percentage  of  total  assets  made 
of  taxable  gains)  of -71%.  A  -10( 
score  means  the  fund's  tax  loss  is  as  1 
as  the  entire  portfolio.  The  Northe 
fund's  built-in  loss  cushion  now  star 
at  a  dehcious  -177%. 

How  can  the  figure  be  less  th 
-100%?  Illustration:  A  fund  starts  c 
with  assets  of  $200  million,  then  lo 
three-fourths  of  its  value.  At  $50  n 
lion  current  value,  the  fund  must  < 
pand  300%  to  get  back  to  $200  millic 
Absent  new  customers  crowding  in 
take  advantage  of  the  situation,  t 
fund  could  quadruple  your  money, 
the  while  trading  actively,  without  he 
ing  to  pay  a  taxable  distribution. 

The  trick  in  finding  the  right  ti 
cushioned  fund  is  to  be  sure  it  has 
bound  potential  and  isn't  headed  1 
ward  oblivion.  Our  table  lists  soi 
with  good  track  records:  Pure,  lar^ 
cap  tech  funds  from  Northern,  Berj 
and  Dresdner  RCM,  as  well  as  ofiferir 
from  Janus,  Alger  and  Pilgrim,  let  y 
diversify  into  the  health,  biotech,  coi 
munications  and  financial  sectors. 

A  few  cautions.  First,  don't  let  taj 
run  your  life.  If  volatile  technolo 
funds  are  not  suitable  for  your  tei 
perament,  forget  about  loss  carryfc 
wards  and  go  for  something  more  co 
servative.  Next,  remember  that  t 
tax-loss  strategy  is  irrelevant 
IRA/401  (k)  investors.  Finally,  pay  atte 
tion  to  expenses.  Berger  Informat!< 
Technology's  expense  ratio,  $1.63  a 
nually  on  every  $100  of  assets,  is  at  t 
upper  end  of  what  a  reasonable  fui 
should  cost — even  though  it's  less  th 
the  tech  fund  average  of  $1.78. 


Dodge  the  Double  Whammy 


These  top-returning  tech  and  aggressive  growth  funds  also  boast  below- 
average  expenses  and  good  tax  cushions. 


expenses 
per  $100 

Capital  gaii 

rmi 

1-year 

3-year 

cnshien* 

Mger  Capital  Appreciation  Retirement 

-28X 

21% 

$1.14 

32% 

Ber^  infemation  Tedmiegy 

-45 

22 

1.83 

37 

Dresteer  ROi  GMalTechMleQr 

-45 

28 

1.50 

20 

Jantt  mcreny 

-32 

19 

0.88 

21 

Nertfcen  Techmlegy  Ftnid 

-52 

17 

1.25 

177 

Pi^prin  Large-Cap  Grawth  IH 

-37 

18 

1.28 

69 

'Percentage  of  investment  portfolio  held  at  a  loss,  ^inimuin  investment  $250,000. 


Source.- MofTwiestar. 
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In  grade  school,  it  took  lots  of  colors  to  do  things  right. 

Now  it  just  takes  one. 


le  widest  array  of  transportation  sen/ices  in  the  industry,  Yellow  really  stands  out.  You'll  find  everything  you're  lool^ing  for  to  get  your  shipments  where  they 


)  be.  Like  the  broad  coverage  of  Standard  Ground,  and  the  guaranteed  service  of  Definite  Delivery.'"  Yellow  also  offers  expedited,  time-definite  shipping  with 
[xpressr  and  the  worldwide  coverage  of  Yellow  Global.  Our  Standard  Ground  Regional  Advantage  is  your  fast  choice  for  regional  service.  Plus,  Yellow  gives 
iGSt  of  solutions  to  address  your  various  specialized  transportation  needs.  No  matter  which  you  choose,  your  shipments  get  there  intact  and  on  time.  In  fact, 
itinuous  operational  improvements  have  helped  Yellow  become  the  first  carrier  in  the  indiistry  to  be  ISO  9001:2000  certified  for  quality.  And,  at  Yellow,  we're 
!  the  way  with  award-winning  24/7  customer  service  centers  and  innovative  technology,  including  myyellow.com.  All  of  which  make  it  easy  to  see  why  the 
lor  you  need  in  your  transportation  picture  is  Yellow. 


Big  shipments  for  business.  Anytime.  Anywhere.  At  any  speed.  Guaranteed.* 


©  2001  Yeliow  FiBiglii  System,  In, 

Rights  Rfiseived. 
'Applies  to  Exact  Express  and  Oeiinite  Delivery 


INVESTMENT  GUI 


DE  luiopai  mvesTing 


A 


RGENTINA  IS  IN  TROUBLE.  IT'S 
moved  to  avert  financial  crisis  by 
Isw^apping  short-term  notes  for 
long-term,  but  its  economy  remains 
stuck  in  a  three-year-long  recession, 
with  unemployment  at  17%  and  its 
$155  billion  total  debt  burden  is  draw- 
ing gasps  fi-om  creditors. 

So  what  have  William  Nemerever 
and  Thomas  Cooper  done?  Made  a 
new  trade  for  the  Emerging  Country 
Debt  fund  they  run  for  Boston's 
Grantham,  Mayo,  Van  Otterloo  &  Co. 
The  duo  has  advanced  cash  to  several  of 
Argentina's  22  provinces  in  exchange 
for  their  annual  support  due  from 
Buenos  Aires  for  the  next  six  years.  It 
would  be  like  New  Jersey  securitizing  a 
federal  block  grant. 

Private  placements  like  this  one  make 
up  less  than  10%  of  the  fund,  but  they 
can  pay  about  3  percentage  points  more 
than  simple  and  more  liquid  sovereign 
debt  of  the  country  involved.  Cooper  and 
Nemerever  don't  expect  to  cry  over  Ar- 
gentina. They  believe  it  will  probably 
continue  meeting  its  obligations,  but  even 
if  it  can't,  a  debt  workout  will  just  pay 
them  back  on  somewhat  different  terms. 

Cooper  and  Nemerever's  strategy  is 
based  on  the  premise  that  honoring  a 
contract  is  paramount  for  any  country 
in  the  global  economy,  and  restructur- 
ing a  loan  can  be  seen  in  that  spirit. 
"That's  the  really  neat  thing  about  sov- 
ereign debt,"  Cooper  observes.  "There 
is  no  Chapter  11,  and  these  countries 
never  go  away."  (As  long  as  they  don't 
lose  a  civil  war,  anyway.) 

The  approach  has  served  Grantham 
Mayo  investors  well.  During  a  five-year 
run  that  has  included  the  Asian  Crisis,  a 
Russian  default  and  the  Long-Term 
Capital  Management  implo- 
sion, the  firm,  catering  to  in- 
stitutions and  individuals 
able  to  invest  $1  million  in 
any  combination  of  its  fam- 
ily of  funds,  has  bested  the 
competition  in  emerging 
markets  bonds.  The  $1  bil- 
lion Emerging  Country 
Debt  fund's  five-year  annu- 
alized return  is  17%,  3  per- 
centage points  better  than 


RIDING  OUT 
THE  RUSSIAS 

Bonds  from  shaky  countries 
pay  enough  to  compensate  for 
defaults,  say  these  two  fund 
managers  i  by  daniel  kruger 


the  return  delivered  by  its  closest  com- 
petitor. Fidelity  Investments. 

Nemerever,  54,  and  Cooper,  44,  can 
be  contrarian.  China  exemplifies  what 
most  fund  managers  like  to  see  from 
emerging  market  countries.  It  has  a 
good  credit  rating  and  a  booming  econ- 
omy. But  because  investors  know  this, 
Chinese  debt  trades  at  low  yields. 
Grantham  Mayo  holds  none.  "You  just 


Have  Patience 


Grantham  Mayo's  managers  trail  some  big  retail 
emerging-market  funds  lately,  but  shine  over  time. 

TOTAL  RETURN 

Fond 

5  years^     3  years^ 

GMO:  Emerging  Country  Debt 

17.40%  3.63% 

Fidelity  New  Markets 

14.08  5.57 

Bear  Steams:  Emerging  Delit:  A 

12.28  5.77 

Alliance  Gloiia]  Doiian  A 

9.66  2.80 

T  Rowe  Price  Int:  Emerging  Mkt  Bond 

11.26  1.99 

Scudder  Emering  iNkt  S 

5.93  -3.29 

'Annualized. 


don't  get  paid  enough 
Cooper  says. 

He'd  rather  own  deq 
from  Nigeria.  "Political 
it's  not  very  attractive,  bi| 
from  an  economic  point 
view  it's  not  as  bad  as  yd 
might  think,"  Cooper  say 
The  so-called  Brady  bond 
trading  at  60  cents  on  tl 
dollar,  are  supported  by  : 
cents  per  bond  in  U.I 
Treasury  holdings,  makiti 
for  a  floor  in  value.  Wilj 
help  from  oil  wells,  tlj 
Nigerians  have  been  payin 
down  their  debt.  But  thei 
are  political  risks:  On 
creditor  group,  the  sc 
called  Paris  Club  of  goi 
ernment  lenders,  woul 
like  the  Nigerians  to  ri 
structure  debt  owed  to  tH 
so-called  London  Club 
commercial  creditoij 
Grantham  Mayo  own 
London  Club  debt,  whio 
was  restructured  in  199 
(The  London  Club  and  tit 
Paris  Club  often  clas 
when  countries  try  to  n 
structure  their  debts). 
The  pair  can  trip.  Th« 
took  a  shellacking  in  1998  on  Russia 
debt,  which  fell  to  6  cents  on  the  dollj 
fi-om  the  20  to  50  cents  where  they  h^ 
bought  it.  They  were  hesitant  to  sell  ar 
take  a  scalping  like  that.  Anyway,  thi 
figured,  a  debtor  with  1 1  time  zoni 
isn't  going  to  vanish.  Recalls  Coope 
"We  met  with  [the  Russian  deputy  t 
nance  minister],  their  debt  negotiatic" 
guy,  and  we  satisfied  ourselves  that  thi 
were  serious  about  restructuring." 

After  a  workout  in  cooperation  wi) 
the  London  Club  of  commercial  cred 
tors,  the  dollar-dominated  debt  was  "1 
far  the  best-performing  instrument  i 
Russia  last  year,"  Cooper  says.  Thoug 
holding  Russian  and  Asian  bonds  i 
1998  meant  the  market  value  of  its  per 
folio  took  a  beating,  not  selling  gave  tl 
fund  a  chance  to  avoid  long-term  harr 
In  the  ultimate  show  of  faith  in  the  pa 
of  managers,  redemptions  were  few.  j 
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Kenny,  your 
Kinko's  co-worker 


Janice,  your 
Commercial 
Account  Manager 


"We  even  have  an  Account  Manager  who  will 
come  to  your  business  to  help  you  with  all  your  document  needs. 
Great  gig,  but  she  doesn't  get  to  wear  an  apron" 

does,  however,  get  to  customize  a  plan  for  all  of  your  document  needs.  It's  all  part  of  a  great  service  we  call  Kinko's  custom 
iness  solutions.  Your  Commercial  Account  Manager  will  get  a  clear  picture  of  your  business,  then  use  her  expertise  to  tailor  a 
ument  management  process  for  all  of  your  copying,  printing  and  finishing  needs.  She'll  work  with  the  Kinko's  team  dedicated 
)roducing  quality  documents  on  time.  No  matter  how  big  or  small,  simple  or  complex.  Any  questions?  Call  1-888-KINKOS-1 
more  information  about  a  Kinko's  Commercial  Account  Manager  (a.k.a.  the  one  wearing  the  suit).  IClUlCO'S^ 

we're  doing  more: 

^JUALS  &  REPORTS  •  BROCHURES  •  PRESENTATIONS  •  CHARTS  &  POSTERS  •  VOLUME  PRINTING  •  ELECTRONIC  FILE  SUBMISSION  •  PICKUP  &  DELIVERY 
Open  24  hours  •  www.kinkos.com  •  America  Online"  Keyword:  Kinko's  •  1-888-KINKOS-1 

cts  and  services  vary  by  location.  America  Online  is  a  registered  trademaric  of  America  Online,  Inc.  Kinko's,  we're  doing  more  and  kinkos.com  are  proprietary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by 
ssion,  Kinko's  requires  written  permission  from  the  copyright  holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 


INVESTMENT  GUIDE 


IGlobal  Investing 


THE  ULTIMATE 
CONTRARIAN  PLAY? 

Not  long  ago  Japanese  real  estate  was  probably  the 
most  overvalued  asset  in  the  world.  Now  REITs  on  tap 
there  may  entice  i  by  benjamin  fulford 


AT  FIRST  GLANCE,  JAPAN'S  REAL 
estate  is  a  disaster  zone.  There  is 
little  liquidity,  prices  have  been 
falling  for  ten  years  and  a  combination 
of  recession  and  a  shrinking  popula- 
tion would  seem  to  imply  lease  con- 
traction. In  2000  alone,  according  to 
Japanese  government  figures,  prices  in 
the  nation's  three  biggest  cities  fell  by 
6.1%,  while  the  national  average  was 
down  4.9%. 

But  a  blossoming  crop  of  Japanese 
real  estate  investment  trusts  are  some- 
thing for  international  investors  to 
ponder.  Details  are  still  to  come,  includ- 
ing expense  ratios.  But,  according  to  es- 
timates by  several  brokerage  houses,  the 
market  for  realty  trusts  in  Japan  could 
ultimately  reach  $125  billion,  close  to 
the  current  size  in  the  U.S. 

It's  easy  to  see  the  source  of  domestic 
demand.  Japan's  putative  1.3  quadrillion 
yen  ($12  trillion)  in  private  sector  savings, 
or  at  least  the  part  that  has  not  already 
been  wasted  by  banks,  may  have  nowhere 
better  to  go.  Gammercial  real  estate  prices 
have  now  fallen  80%  from  their  peak,  to 
well  below  prebubble  levels,  while  yields 
on  solid  property  investments  are  now 
5%  to  7%.  For  Japanese  investors  this 
compares  with  1%  for  ten-year  govern- 
ment bonds  and  (once  you  include  fees) 
negative  interest  for  retaU  bank  accounts. 
The  country's  equity  market,  meanwhile, 
faces  a  $600  billion  overhang  of  corpo- 
rate cross-shareholdings  that  need  to  be 
liquidated  before  any  big  rally. 

"Until  now  Japan  had  few  invest- 
ments in  between  higli-risk,  high- return 
stocks  and  low-risk,  low-return  govern- 
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ment  bonds,"  notes  Kazuyuki  Suizu,  a 
spokesman  for  Mitsui  Real  Estate. 

Last  fall  Japan's  government  passed 
a  series  of  laws  that  lowered  real  estate 
transaction  and  registration  taxes  along 
with  other  barriers  that  had  left  Japan's 
REIT  market  stillborn.  In  April  the 
Tokyo  Stock  Exchange  prepared  the 
way  for  REITs  to  be  listed.  Over  20  insti- 
tutions are  putting  together  portfolios 
of  office  buildings,  shopping  malls  and 
apartments.  Demand  for  real  estate  to 
put  into  REITs  exceeds  supply,  says 
Hisani  Furukawa,  executive  director  at 
UBS  Warburg  Securities  in  Tokyo. 

While  expected  Japanese  yields  are 
low  compared  with  the  7%  to  1 1  %  on 
many  U.S.  REITs,  the  upside  for  capital 


gains  is  greater  because  of  pent-up  dd 
mand  for  higher  returns  in  Japan,  notJ 
Keiko  Otsuki,  an  analyst  at  Morga 
Stanley. 

Hearteningly,  some  rents  are  recd 
ering.  "The  demand  for  prime  locatioil 
is  extremely  strong,"  says  Katsuji  Tsuij 
oda,  head  of  the  Real  Estate  Research  Ii| 
stitute.  Japanese  singles  have  been  mo\ 
ing  back  to  the  city  centers  and  out  o 
remote  suburbs  that  require  a  brutj 
two-hour  one-way  commute.  At  tlj 
same  time  companies  have  been  movir 
out  of  tiny  so-called  pencil  buildings  an 
into  big  buildings  in  prime  locations.  ' 
a  result,  he  says,  prices  for  good  propo 
ties  are  actually  creeping  up. 

Japan's  population  is  also  unlike: 
to  keep  shrinking.  "The  only  way  the 
will  be  able  to  stop  immigrants  woul 
be  to  completely  shut  the  country  o 
from  the  outside  world,"  he  argues. 

For  now  Japanese  real  estate  prict 
are  down  to  high  U.S.  levels.  "Rigl 
across  the  board,  from  office  buildinj 
to  apartments,  prices  in  Tokyo  are  no 
nearly  identical  to  those  in  New  York 
Tsunoda  says.  Among  the  companii 
preparing  Japanese  REITs  are  Mitsui  Re 
Estate,  Mitsubishi  Real  Estate,  the  Lon« 
star  Fund,  Chelsea  and  Tokyo  Tatemor 
Co.  Retail  investors  should  be  able  to  pi 
in  as  little  as  $4,000. 

American  investors  wi 
need  to  buy  in  through  tl 
Tokyo  markets,  so  each  rouno 
trip  will  cost  more  than  bu; 
ing  a  U.S.  REIT.  (Also,  the: 
will  be  yen  exposure — no  id 
concern.)  Morgan  Stanley  ai 
nounced  it  will  invest  $5  bi 
lion  of  its  own  money  an 
global  institutional  mone 
into  Japanese  real  estate  ovi 
the  coming  two  or  three  year 
Japanese  REITs  might  be  a] 
pealing  as  a  diversification  pla 
For  those  who  want  to  go  1 
even  more  trouble,  actual  bricl 
and  mortar  are  for  sale.  Wil 
mortgage  interest  now  runnir 
at  2.3%  per  annum,  it  is  possib 
to  repay  the  loan  with  rei 
yields  and  show  a  profit  befoi 
any  depreciation. 


I 
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uipJReal  Estate 


DON'T  BURN  THE  MORTGAGE 

Prepaying  your  home  loan  is  not  as  smart  as  it  sounds  ,  by  stephane  fitch 


IN  THE  MOST  CRITICAL  MOMENT  OF 
the  final  episode  of  CBS'  2001  series 
Survivor,  contestant  Tina  Wesson  was 
asked  how  she'd  spend  the  $1  million 
grand  prize.  Her  point-blank  response: 
"Pay  off  my  house  and  pay  off  my  best 
friend's  house."  That  sentiment  won 
her  a  jury  vote  needed  to  win  $1  mil- 
lion, leaving  her  runner-up,  Colby 
Donaldson,  with  a  paltry  $100,000. 

Everyone  wants  to  burn  the  mort- 
gage, right?  Well,  somebody  should  pull 
Tina  Wesson  aside  and  tell  her  the  bad 
news:  Prepaying  your  mortgage  can  be 
a  lousy  investment. 

Behind  the  emotional  appeal  of 
paying  off  the  mortgage  is  an  economic 
fallacy  that  goes  something  like  this: 
That  mortgage  has  so  much  interest 
built  into  it  that  you  wind  up  paying  for 
the  house  two  times  over.  The  fallacy 
has  to  do  with  the  time  value  of  money. 
A  dollar  today  is  not  at  all  the  same  as  a 
dollar  available  25  years  from  now. 
Adding  up  2001  interest  costs  with 
2026  interest  costs  is  not  just  mislead- 
ing. It  is  utter  nonsense. 

So,  how  do  you  evaluate  your  mort- 
gage? Look  at  its  aftertax  cost.  Compare 
that  with  the  aftertax  return  you  can  get 
elsewhere. 

A  7%  mortgage  has  an  aftertax  cost 
in  the  neighborhood  of  4%  for  a  high- 
bracket  investor.  Can  you  invest  at  a 
better  yield  than  that?  Sure.  The  Van- 
guard Long-Term  Tax  Exempt  Fund 
today  is  yielding  4.8%,  or  about  4.6% 
after  state  taxes  (depending  on  where 
you  live). 

No,  you  can't  take  out  a  mortgage, 
invest  the  proceeds  in  a  muni  fund  and 
still  deduct  the  mortgage  interest.  But  if 
you  already  have  the  mortgage  out- 
standing from  when  you  bought  the 
house,  and  then  get  a  windfall  from 
your  aunt,  you  can  invest  the  windfall 


in  munis  without  disturbing  your  tax 
deduction. 

"If  you're  [prepaying  a  bit  of  the 
mortgage]  to  whittle  off  the  end  of  a 
loan  so  it  matures  in  the  same  year 
you're  planning  to  retire,  that's  fine," 
says  Steven  Schnall,  president  of  the 
New  York  Mortgage  Co.  "But  otherwise 
you're  not  getting  much  value." 

And  nothing  says  you  have  to  buy 
low-risk  munis  with  your  windfall. 
Stocks  might  do  better.  The  Vanguard 
500  Index  Fund's  annual  average  return 
since  1976  has  been  13%  after  taxes  for 
an  upper-bracket  investor.  Of  course, 
there's  no  telling  if  it  wiU  do  as  well  in 
the  future;  indeed,  the  high  prices  of 
stocks  these  days  make  that  outcome 
implausible  (see  "Charticle,"  p.  186). 
But  beating  4%  over  the  next  25  years 
should  not  be  too  hard. 

Here's  something  else  Tina  perhaps 
didn't  think  about:  the  possibility  of 


AN  ECONOMIC  FALLACY:  YOUR 
INTEREST  TAB  MAKES  YOU  PAY 
FOR  THE  HOUSE  TWICE. 


tax-sheltered  investing  with  the  wir 
fall.  A  crucial  factor  is  whether  the  sh 
tered  investment  would  be  not  just  t; 
deferred  but  tax-deductible,  likt 
401  (k).  In  the  latter  case  it's  fair  to  co 
pare  the  pretax  return  on  the  invc 
ment  account  with  the  aftertax  cost 
the  mortgage.  Sticking  only  to  invt 
ments  of  fairly  low  risk — say,  V. 
guard's  Total  Bond  Market  Index  Fu 
yielding  6.2%  now — you  can  do  mi 
better  than  the  4%  aftertax  cost  c 
mortgage. 

What  if  your  tax-deductible  reti 
ment  plans  are  maxed  out?  Then  ) 
may  be  looking  at  an  assortment  of  s 
ings  plans  whose  contributions  are 
tax-deductible  but  whose  earnings 
tax-deferred.  Section  529  college  s 
ings  plans,  deferred  annuities 
nondeductible  IRAs  are  all  examp 
The  calculation  is  more  complicat 
But  if  the  deferral  is  for  a  long  time ; 

your  deferred  investm 
isn't  burdened  by  high  o\ 
head  costs  (watch  those 
pense  ratios!),  then  you  st; 
a  good  chance  of  doing  \ 
ter  investing  than  prepayii 
mortgage. 

Two  more  things  to  p 
der.  One  is  that  mortga 
are  a  lot  cheaper  than  alrr 
any  other  form  of  borrow 
Don't  prepay  a  mortgag 
you  have  any  credit  card  c 
outstanding  or  are  in 
habit  of  leasing  cars. 

The  other  is  liquid 
Don't  prepay  your  mortg 
until  you  have  set  asid 
year's  living  expenses  in  a 
that  you  can  get  into  with 
any  penalty.  A  no-load  in 
mediate-term  bond  fund 
good  choice. 
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increase  earnings 
reduce  taxes 

maximize  operational  efficiency 


and  you  thought  real  estate  was  just  about  real  estater  ] 


Real  estate  is  no  longer  defined  by  tlie 
typical  bricks  and  mortar  transaction. 

At  Cushman  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
Through  sophisticated  analyses,  we  find 
unconventional  new  ways  to  transform  it  into 
a  powerful  financial  tool  that  can  invigorate 
your  business — from  boosting  stock  price  to 
bolstering  the  bottom  line. 

It's  time  to  start  thinking  differently  about 
real  estate. To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 
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Announcing 
A  New  TV  Show 
That  Has  Been  83  Years 
t  In  The  Making. 


For  the  first  time  in  its  83  year  history,  Forbes  brings  its  editoriali 
perspective  to  television. 

Every  weekend  ''Forbes  on  FOX"  delivers  the  insights  and 
viewpoints  from  Forbes'  top  editors  and  columnists  that  will  |[, 
keep  you  ahead  of  the  trends.. .and  the  competition. 

''Forbes  on  FOX"  exclusively  on  the  Most  Powerful  Name  In  New| 
the  FOX  News  Channel. 


Forbes 

CAPITALIST  TOOL' 


Never  settlJ 


liaws/lOAM" 


in^^OX  News  Channel  in  your 
go  to  www.foxnews.com  or 
k  yoiir  local  listings. 
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IRA  TIPS 
AND  TRAPS 

The  new  IRA  rules  contain 
lots  of  good  news  for 
taxpayers,  if  you  know  how 
to  use  them  by  ashlea  ebeling 

AND  LAURA  SAUNDERS 


IF  YOU  ARE  ONE  OF  THE  MANY  FOLKS 
who  just  got  a  letter  fiom  the  spon- 
sor of  your  Individual  Retirement 
Account,  don't  throw  it  away,  be- 
cause there's  good  news  inside. 
Sponsors  like  Fidelity,  Vanguard  and 
Schwab  are  getting  in  touch  with  IRA 
owners  about  the  new  rules  issued  by 
the  Internal  Revenue  Service  in  January. 

If  you  haven't  focused  on  these 
changes,  do:  They  reform  the  1987  IRA 
rules  in  a  way  that  is  both  generous  and 
sweeping.  That's  a  good  thing  now  that 


IRAs  have  more  assets  ($2.5  trillion) 
than  any  other  form  of  retirement  plan. 

Use  these  new  rules  well  and  avoid 
a  few  traps  (see  box,  p.  218),  and  you 
can  lower  mandatory  payouts  and  in- 
crease tax  deferral;  build  a  multigenera- 
tional  nest  egg;  and  give  more  to  char- 
ity. Although  the  IRS  is  still  tinkering, 
the  rules  apply  retroactively  to  Jan.  1. 

Here's  a  review  of  IRA  basics  plus 
advice  on  how  best  to  use  the  changes. 

Congress  allows  most  taxpayers  not 
covered  by  pension  plans,  and  some 


who  are,  to  put  a  tax- deductible  $2,(1 
a  year — which  it  may  soon  raise — i 
an  IRA;  you  can  also  roll  pension-p| 
money  into  an  IRA  when  you  lea\l 
job.  Either  way,  the  assets  grow  tax-l 
ferred  and  withdrawals  are  taxed  as  | 
dinary  income,  not  capital  gain. 

Because  these  are  retirement 
counts,  there  is  a  10%  penalty  (plus  i| 
for  withdrawals  before  age  59V2  unl 
one  of  a  few  exceptions  applies — de 
disability,  annuitization  of  the  accoil 
qualified  tuition  payments  or  $10,1 


ROTH  IRA 

OR  REGULAR  IRA? 

Given  the  new  rules,  which  IRA  is  better:  Roth  or  regular?  A 
Roth  IRA,  remember,  is  unlike  a  regular  one  in  that  your 
money  is  taxable  going  in  and  tax  free  coming  out,  and 
there  are  no  mandatory  payouts  during  life.  Taxpayers  can  con- 
vert a  regular  IRA  to  a  Roth  by  paying  taxes  on  the  balance— but 
only  if  other  adjusted  gross  income  isn't  over  $100,000,  even 
for  a  couple.  (Lawmakers  are  considering  raising  this  figure.) 

The  answer  depends  on  your  age,  circumstances— conver- 
sions are  cheaper  when  assets  are— and  estate-  and  income- 
tax  rates,  both  of  which  are  in  flux.  But  here  are  rules  of  thumb. 

•  If  you  are  a  young  worker,  opt  for  a  Roth  unless  you  have  lots 
of  other  assets.  Your  tax  rate  is  probably  lower  now  than  it  will 
be  later,  and  the  assets  can  grow  tax  free  for  decades.  Some 
parents  give  young  earners  a  gift  equal  to  what  the  child  puts 
in  a  Roth  to  encourage  savings.  (But  think  twice  if  a  child  might 
qualify'  for  financial  aid;  the  aid  folks  may  grab  it.) 

•  Older  taxpayers  who  still  face  estate  taxes  after  the  new  tax 
laws  are  enacted  should  consider  converting  regular  IRA  assets  to 
a  Roth.  Yes,  you  have  to  pay  tax  up  front,  but  you  may  shrink  your 


estate  in  a  way  that  saves  far  more,  especially  if  your  heir: 
stretch  out  the  balance  over  their  lifetimes.  In  some  cases  eveij 
deathbed  conversions  are  worth  it,  says  Michel  Kaplan  of  Sher| 
rard  &  Roe  in  Nashville. 

Remember  that  the  new  rules  for  regular  iRAs  can  be  a  booil 
to  would-be  converters  frozen  out  under  the  old  rules  becausJ 
required  payouts  put  them  over  the  $100,000  income  limiil 
That's  because  the  new  rules  dramatically  lower  required  payl 
outs:  a  single  75-year-old  with  a  $1  million  IRA  must  take  oul 
only  $46,000  this  year  versus  $80,000  under  the  old  rules.  S  [ 
it's  much  easier  to  get  under  the  income  limit. 

•  Even  if  estate  taxes  are  not  a  problem,  consider  Rothifyinl 
when  the  dust  settles  on  income  tax  rates— if  you  have  outsidj 
funds  to  pay  the  conversion  tax.  For  those  who  do,  it  usualll 
makes  sense  to  convert  unless  your  conversion  tax  rate  is  mucf 
higher  than  your  rate  on  future  payouts,  which  is  rarely  thi 
case.  The  forbes.com  version  of  this  story  has  a  link  to  a  I99| 
FORBES  article  explaining  the  arithmetic. 

•  Finally,  remember  that  if  you're  charitably  inclined,  regular  IRI 
assets  willed  at  death  give  the  biggest  bang  for  the  buck  bel 
cause  they  escape  both  income  and  estate  tax.  The  new  rulel 
also  make  leaving  an  IRA  to  charity  simpler,  so  don't  conve 
what  you  want  to  donate.  —A.E.  and  Lit 
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used  to  purchase  a  first  home.  The  real 
milestone,  however,  is  Apr.  1  of  the  year 
after  the  year  the  IRA  owner  turns  70'/2, 
when  the  law  forces  you  to  begin  draw- 
ing down  your  account. 

And  this  is  where  the  new  rules  first 
kick  in.  Under  the  old  rules,  determin- 
ing your  mandatory  payout  rate  in- 
volved making  irrevocable  choices 
based  on  messy  guesses,  such  as  which 
spouse  would  die  first. 

Now  there's  one  IRS  table  most  folks 
can  use  to  determine  payouts,  no  mat- 
ter who  is  named  as  heir.  (The  sole  ex- 
ception is  owners  with  a  much  younger 
spouse,  who  get  an  even  better  deal.) 
Using  the  new  table,  most  taxpayers  can 
take  far  smaller  payouts,  which  means 
more  years  of  tax  deferral.  For  Doris 
Picker,  a  79-year-old  bookkeeper  in 
Brooklyn,  N.Y.,  the  new  rules  lower  the 
required  payout  this  year  on  her 
$35,000  account  to  $1,900  from  $3,500. 

Our  advice:  Lower  your  payout. 
(Remember,  you  can  always  take 
more — there  is  no  limit  on  how  large 
withdrawals  can  be,  only  how  small.) 
Fidelity  offers  a  calculator  using  the 
new  tables  at  www.fidelity.com. 

The  new  payout  rules  also  apply  to 
distributions  from  non-IRA  pension 
plans,  such  as  401  (k)s.  But  pension- 
plan  sponsors  needn't  adjust  to  the  new 
rules  until  next  year.  If  yours  sends  a 
bigger  payout  than  legally  required  this 
year,  there's  a  little-known  remedy:  You 
can  roll  the  excess  into  an  IRA. 

After  you  deal  with  payouts,  review 
the  beneficiary  form  your  IRA  sponsor 
has  on  file  and  consider  changing  it. 
One  of  the  best  features  of  the  new 
rules  is  that  all  named  heirs  now  have 
until  Dec.  3 1  of  the  year  after  the  owner 
dies  to  arrange  the  IRA  so  as  to  provide 
the  longest  stretchout  of  distributions 
of  tax-deferred  assets.  Spouse  heirs,  of 
course,  can  still  claim  the  account  as 
their  own  and  name  new  heirs. 

IRA  owners  should  name  primary 
heirs  (say,  children),  plus  layers  of  alter- 
nates (say,  grandchildren).  If,  at  your 
death,  the  first  heir  doesn't  need  the  as- 
sets, he  or  she  can  disclaim  in  favor  of 
another,  who  might  reap  decades  more 
of  income-tax- free  buildup.  (Remem- 


CAVEAT  OWNER 


The  new  IRA  rules  are  simpler,  but  they  aren't  simple.  Avoid  these  traps. 

•  BE  EXTREMELY  CAREFUL  WITH  BENEFICIARY  DESIGNATIONS.  All  potential  he 
should  be  named  before  death  and  on  the  beneficiary  form,  not  just  in  the  owne 
will.  If  your  forms  aren't  right,  your  executor  probably  can't  fix  things. 

Another  problem  arises  if  the  primary  heir— say  the  spouse— happens  to  die  al 
the  owner  but  before  claiming  the  account.  Under  the  new  rules  the  executor  n 
not  be  able  to  exercise  disclaimers  or  exercise  a  spouse's  right  to  assume  owners 
of  an  inherited  account  and  name  new  beneficiaries.  The  result  is  that  the  accoi 
may  have  to  be  drained  within  five  years.  The  IRS  may  relent  on  this  point,  but  me; 
while  make  sure  to  focus  on  IRAs  as  soon  after  the  owner's  death  as  possible. 

•  BEWARE  OF  DIFFERENCES  BETWEEN  IRAS  AND  OTHER  PENSION  PLANS.  The  m 
liberal  rules  on  inheritance  widen  the  disparity  between  IRAs  and  most  qualified  pi; 
such  as  40i(l<)s  and  Keoghs.  "People  think  all  plans  are  the  same,  but  they  arer 
warns  Edward  Slott,  an  IRA  expert  in  Rockville  Centre,  N.Y.  (www.irahelp.com).  1 
biggest  difference  is  that  IRAs  can  stretch  out  payouts  to  a  nonspouse  heir,  but  Keoj 
can't  and  most  40l(k)s  don't.  Yet  many  retirees  don't  know  this  and  so  don't  roll  ot 
assets  into  an  IRA.  Instead  they  leave  them  where  they  are  because  it  seems  convenie 

That  can  be  a  disaster.  Two  years  ago  Slott  advised  one  client,  a  widowed  N 
York  City  schoolteacher  with  $800,000  in  a  state  plan,  to  roll  her  assets  into  an  I 
But  she  didn't,  and  after  her  death  last  year  he  had  to  tell  her  children  that  they  wo 
have  to  empty  the  account  in  five  years.  If  the  money  had  been  in  an  IRA,  they  co 
have  withdrawn  it  over  40  years. 

Congress  would  have  to  act  to  make  all  retirement  plans  conform  to  the  rules 
inherited  accounts;  don't  hold  your  breath.  Meanwhile,  use  IRA  rollovers  where  ] 
can,  unless  you  need  creditor  protection  and  your  state  is  among  the  few  that  give 
to  other  retirement  assets  but  not  to  IRAs. 
'  COMBINING  A  TRUST  WITH  AN  IRA  IS  FRAUGHT  WITH  PERILS.  So  pick  your  advi 
carefully  if  you  want  to  do  this.  Trusts  are  the  province  of  estate  lawyers,  and  g 
erned  by  state  law;  IRAs  are  the  province  of  pension  lawyers  and  were  created  by  f 
eral  law.  Never  did  the  twain  meet  until  recently,  and  it  is  hard  to  find  advisers  v 
know  both  areas.  "Lots  of  mistakes  are  being  made,"  says  Natalie  Choate,  an 
expert  with  Bingham  Dana  in  Boston. 

Here's  one  example  among  many:  A  favorite  tool  of  estate  lawyers  is  the  "Q- 
trust,  chosen  when  a  spouse  wants  his  or  her  survivor  to  have  the  use  of  assets  d 
ing  lifetime  that  pass  to  the  children  at  the  second  death.  (In  other  words,  a  Q-tip  p 
vents  a  surviving  spouse  from  remarrying  and  leaving  family  assets  to  an  outside 

But  combining  a  large  IRA  with  a  typical  Q-tip  trust  is  often  a  terrible  waste,  wa 
Seymour  Goldberg,  a  lawyer  in  Garden  City,  N.Y.  If  both  the  spouse  and  the  child! 
are  heirs  to  the  same  IRA,  required  payouts  will  be  based  on  the  age  of  the  oldi 
usually  the  spouse.  That  kills  decades  of  tax  deferral  the  children  could  get. 

Instead,  Goldberg  prefers  to  split  the  IRA  so  that  the  children  get  payouts  based 
their  life  expectancy,  while  the  spouse's  portion  goes  into  the  trust  for  his  or  her  b 
efit.  What  if  Mom  or  Dad  needs  the  money?  The  children  lend  their  payout  back  to 
parent  with  an  interest-bearing  note.  If  the  children  can't  be  trusted  to  do  this, 
benefits  will  have  to  be  sacrificed. 

•  BEWARE  OF  ESTATE  TAX  MIXUPS.  The  problem  is  that  IRAs  owe  estate  tax,  but  i 
not  always  automatically  assessed  to  the  IRA  heirs.  Smart  owners  specify  in  the 
who  is  to  pay  the  tax.  Past  errors— either  of  omission,  or  using  bad  boilerplate  I 
guage— have  produced  dreadful  situations  in  which  a  second  spouse  was  respons 
for  the  estate-tax  bill  on  a  large  IRA,  while  the  IRA  itself  went  to  the  children.  But  th 
rules  do  have  a  benefit:  Since  other  assets  or  life  insurance  can  be  used  to  pay  the 
tate  tax  on  an  IRA,  more  of  it  can  stay  intact  to  reap  tax  deferral.       —A.E.  and  I 
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As  shark  fins  cut  the  surface  of  the  water  and  nudged 
the  sides  of  the  rubber  raft,  he  closed  his  eyes  and 
relaxed.  Perhaps  he  could  even  take  a  nap  -  if  not 
for  that  annoying,  mysterious  hissing  sound. 


776 


/hen  you've  got  Aquila  as  a  partner,  you  never  get  that  sinking  feeling.  Our  customized  risk  management 
mis  help  you  handle  all  the  dangerous  uncertainties  your  business  must  face  -  everything  from  bandwidth 
ijsues  to  stormy  weather  to  predatory  pricing  on  energy.  So  you  always  stay  on  top  of  things. 


ti  find  out  how  Aquila  can  be  a  real  lifesaver  for  your  company^,; 
ve  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.comi: 


Aquila 
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ber,  all  IRAs  are  subject  to  estate  taxes, 
although  you  gel  partial  credit  for  them 
against  future  income  taxes.) 

Example:  John  has  a  $1  million  IRA, 
and  he  names  his  wife,  Mary,  as  heir, 
with  his  two  children,  Susan  and  Anne, 
as  first  alternates,  and  then  his  four 
young  grandchildren  as  second  alter- 
nates. After  John's  death,  Mary  looks  at 
her  assets,  and  decides  she  won't  need 
all  of  the  $600,000  left  in  the  account. 
So  she  rolls  over  $200,000  into  her  own 
IRA,  and  disclaims  the  rest  to  Susan,  44, 
and  Anne,  40.  They  in  turn  each  keep  a 
$100,000  IRA,  and  disclaim  the  rest,  so 
that  each  of  John  and  Mary's  grand- 
children winds  up  with  a  $50,000  IRA. 

The  result?  One  $600,000  IRA  has 
morphed  into  seven  smaller  ones,  and 
each  can  make  annual  payouts  according 
to  the  heirs  Ufe  expectancy  as  of  the  year 
following  the  owner's  death.  (Spouses 
can  opt  to  delay  the  payouts  until  the 
year  after  they  hit  70'/:.)  Since  daughter 
Anne  is  40,  she  can  withdraw  her 
money  over  42  years.  But  her  son.  Jack, 
is  5:  his  $50,000  account  distributes 
over  76  years,  giving  the  assets  more 
time  to  grow  tax-deferred.  The  $658 
that  Jack  has  to  take  out  the  first  year 
will  be  taxed  at  a  low  rate,  assuming  he 
doesn't  have  much  other  income.  The 
money  can  go  to  him  outright,  into  a 
custodial  account,  or  even  into  a  trust  if 
the  IRA  owner  has  set  one  up. 

These  new  beneficiary  rules  apply  to 
Roth  IRAs  as  well,  and  the  results  can  be 
even  better,  because  there  are  no  income 
taxes  on  them  (see  box,  p.  216).  All  this, 
notes  Jonathan  Dubitzky  at  Sullivan  & 
Worcester  in  Boston,  is  far  better  than 
the  old  rules,  which  often  locked  people 
into  guesses  made  at  age  7OV2. 

Finally,  rethink  whether  you  want  to 
donate  IRA  assets  to  a  charity  at 
death — it's  easier  to  do  now,  because 
donations  don't  accelerate  payouts. 
Howard  Safer  of  Morgan  Keegan  Trust 
Co.  in  Nashville  points  out  that  the 
money  can  now  be  donated  in  a  lump 
sum  after  the  owner's  death,  and  that 
the  owner  can  even  give  other  heirs  lee- 
way to  make  a  larger  or  smaller  dona- 
tion, based  on  the  size  of  the  account  at 
that  time.  F 


PROVIDING  FOR 
THE  YEAR  3000 

More  states  are  letting  you  create  never-ending  trus| 
Here  come  the  planners  i  by  john  turrettini 


MICHAEL  WqLLIAMS,  AN  ONLINE 
promoter  for  rappers  Snoop 
Dogg  and  Coolio,  says  he  loves 
his  wife.  But  he  doesn't  want  her  to 
have  a  claim  on  his  new  company,  En- 
tertainment Direct.tv,  should  the  mar- 
riage sour.  Especially  since  he  wants 
his  children,  grandchildren  and  other 
descendants  to  have  it.  So  he  put  it  in  a 


divorce-proof,  estate-tax-shelte| 
never-ending  "dynasty  trust." 

What's  that?  The  popular  ternl 
a  trust  that  never  dies.  Thus  it  dil 
from  traditional  trusts,  which  ad| 
to  the  common  law  "rule  against 
petuities"  and  must  end  within  all 
90  years — on  the  theory  that  thel 
ing  should  control  society's  resoui 
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A  few  states,  like  Idaho,  have  per- 
mitted dynasty  trusts  for  decades.  But 
in  the  last  few  years  banks  and  trust 
companies  have  persuaded  a  dozen 
others — including  Maryland,  New  Jer- 
sey and  Arizona — to  allow  them  (see 
map).  Others  are  considering  jumping 
on  the  bandwagon,  including  New 
York,  Texas  and  Connecticut. 

No  wonder  planners  are  promoting 
dynasty  trusts.  The  pitch  is  that  you  can 
combine  a  trust  with  the  generation- 
skipping  tax  exemption — which  allows 
$1.06  million  per  donor  to  escape  all 
subsequent  layers  of  estate  tax  after  the 
donor's  own — to  create  a  potentially 
immortal  asset.  What  if  Congress  kills 
the  estate  tax?  The  planners  warn,  with 
reason,  that  you  can't  trust  the  pols  not 
to  bring  it  back. 

Perhaps  you  think  perpetual  plan- 
ning is  over  the  top.  "Clients  often  dis- 
miss it.  They  say,  T  know  my  children 
and  grandchildren.  The  generations 
after  that  are  on  their  own,' "  says  Lyn 
Walker,  a  partner  at  Hartford,  Conn.'s 
Day,  Berry  &  Howard.  But  if  you  like 
the  idea  of  an  eternal  legacy,  consider 
several  current  uses  of  them. 

Among  the  most  outlandish  is  the 
variation  Williams  chose.  It  was  devised 
by  Steven  Oshins,  an  imaginative  Las 
Vegas  estate  lawyer.  In  essence,  you  start 
a  business  and  run  it  fi-om  within  a  dy- 
nasty trust,  using  the  trust  as  a  wrapper. 
It  helps  if  the  business  is 
low-inventory  and  not  cap- 
ital-intensive so  that  the 
original  gift  of  assets  to  the 
trust  can  squeeze  below 
current  gift-  and  estate-  tax 
exemptions. 

In  addition,  the  grantor 
of  the  trust  must  contribute 
the  startup  capital  and 
should  be  different  from 
the  person  who  runs  the 
business.  (Williams'  mother 
contributed  about 
$10,000.)  Then  two  or 
more  trustees  are  usually 
named:  One  runs  the  busi- 
ness and  at  least  one  other 
is  an  "independent"  trus- 
tee— usually    a  trusted 


friend — who  makes  deci- 
sions about  distributions 
of  income  or  principal 
from  the  trust.  Finally, 
beneficiaries  are  chosen; 
in  this  case  it  was 
Williams,  any  spouse  and 
his  descendants. 

Another  twist  is  that 
the  trust  is  drafted  so  that 
Williams  is  allowed  to 
withdraw  the  original  gift 
to  the  trust  immediately, 
making  the  trust  income  taxable  to 
him.  The  point  isn't  to  allow  Williams 
to  take  the  $10,000;  he  doesn't  plan  to. 
But  the  provision  makes  the  trust  "ben- 
eficiary-defective," meaning  that  the 
IRS  recognizes  it  as  bona  fide  for  estate- 
tax  but  not  for  income-tax  purposes. 
The  "defect"  makes  Williams,  rather 
than  the  trust,  responsible  for  paying 
the  trust's  income  taxes  each  year. 

And  that's  just  what  Williams 
wants.  A  normal  trust  either  pays  tax  on 
its  income  or  distributes  it  so  that  the 
beneficiary  can,  but  either  way  the  as- 
sets take  a  hit.  Here,  Williams  can  pay 
income  tax  using  assets  from  outside 
the  trust  and  thus  allow  the  trust  to 
grow  even  more.  Should  he  need  cash, 
the  other  trustee  can  distribute  income 
to  him  or  lend  him  trust  assets. 

Result:  If  all  goes  according  to  plan, 
the  firm  will  grow  unimpeded  by  in- 


WHAT  IF 
E 

KILLS  THE 
ESTATE  TAX? 
THERE'S  NO 
GUARANTEE 
THAT  IT 
WONT  COME 
BACK. 


Where  Dynasties  Rule 


Fifteen  states  have  abolished  the  rule  against  perpetuities,  and 
legislatures  in  nine  more  are  considering  doing  so. 


'Limited  to  360  years. 
^Limited  to  150  years. 


Have  abolished  rule  against  perpetuities 
Considering  abolishing  rule  against  perpetuities 
Have  not  abolished  rule  against  perpetuities 


Source:  Professor  Ira  Mark  Bloom,  Albany  Law  School. 


come  tax  during  the  desi 
nated  beneficiary's  life  ar 
be  protected  from  esta 
taxes,  creditors,  and  e 
spouses  forever. 

Another  current  use 
dynasty  trusts  is  to  prote 
"sacred  family  assets"- 
say,  a  vacation  proper 
that  the  owner  wants  su 
sequent  generations 
enjoy.  Hartford  attorn^ 
Walker  drew  up  a  dynas 
trust  for  clients  with  a  Cape  Cc 
compound. 

It  works  like  this:  The  owner 
owners  contribute  the  property  to  a  d 
nasty  trust,  either  now  or  at  death, 
couple  could  use  a  portion  of  the 
combined  $1.35  miUion  exemption 
avoid  gift  or  estate  tax  on  the  transf 
The  owners  also  apply  all  or  part 
their  combined  $2.12  million  gener 
tion-skipping  exemption  to  the  pro 
erty,  preserving  it  ft^om  further  layers 
estate  tax. 

There  are  drawbacks:  Unless  til 
property  earns  rental  income  or  t1 
grantor  includes  cash,  beneficiaries  wi 
have  to  pay  the  property  taxes,  and  t 
deduction  for  those  taxes  might  be  us 
less.  And  if  the  grantor  wants  to  use  t 
property,  he  or  she  will  have  to  p 
rent,  though  this  can  be  a  good  way  | 
get  cash  out  of  an  estate. 

If  you  have  a  lot 

  wealth — the  experts  ha 

in  mind  $10  million — a  d 
nasty  trust  can  ensure  th 
substantial  money  stays 
the  family  for  generation 
Fees  can  run  fro 
$2,000  to  $10,000  to  dr; 
the  trust,  plus  0.4% 
1.25%  of  assets  annually 
an  outfit  like  J. P.  Morg; 
Private  Bank  for  admini 
tration  and  portfol 
management. 

The  real  problem,  ho' 
ever,  is  irrevocability.  A; 
money  you  part  with  nc 
for  future  generations  w 
stay  with  them,  even  if  y« 
vsdnd  up  in  dire  straits. 
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THEY  NEEDED  SOMETHING  PROVEN...  SOMETHING  INTEGRATED.  THE  CODERNAUTS  NEEDED 

VEBSPHERE  FOR  E-BUSINESS 

CHOSEN  2:1  OVER  OTHER  E-BUSINESS  PLATFORMS 


liusiness  software  ibm.com/websphere/ebusiness 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


INVESTMENT  GUIDE 


LATEST  FAD  IN  RESIDENTIAL 
real  estate:  "signature"  con- 
dominiums by  famous  archi- 
tects like  Richard  Meier, 
Michael  Graves  and  Robert 
A.M.  Stern.  Even  the  94-year-old  ar- 
chitecture legend  Philip  Johnson  has 
one  on  the  drawing  board.  These 
brand  names  add  handsome  premi- 
ums to  the  price  that  a  developer  can 


charge  for  an  apartment. 

Are  glamorous  condos  worth  the 
extra  money?  If  all  you  want  is  glam- 
our, yes.  if  you  want  a  return  on  your 
money,  probably  not.  There  are  in- 
stances of  early  buyers  flipping  these 
brand-name  condos  for  a  profit,  but 
speculators  who  come  late  to  the  party 
are  unlikely  to  do  so  well. 

Marketers  for  famous-architect 


buildings  have  big  names  to  drop.  D 
sign-conscious  buyers,  includii 
Martha  Stewart  and  Calvin  Klein,  ha 
been  among  early  buyers.  Will  the  a 
mantra  "location,  location,  location" 
replaced  by  "design,  design,  design"? 

"Maybe,  maybe,  maybe,"  says  Johi 
son.  Herbert  Muschamp,  the  erudi 
New  York  Times  architecture  critic,  ll 
described  Johnson's  proposed  26-sto 


THE  GLAMOUR  FACTOR 

A  home  is  part  investment,  part  consumption. 
As  long  as  you  understand  the  difference,  it's  okay  to  pay  a  premium 
for  a  famous  architect  by  ashlea  ebeling 

Richard  Meier 
with  his  own 


ONE  WORD  BEFORE  YOU  VENTURE  OFF  INTO  THE 
WILDERNESS  WITHOUT  ONSTAR*:  "DELIVERANCE." 


Che\7  '  Talicie  uis'es  yoii  the  power  to  explore  the  most  remote  places.  And  the  confidence  to  know  you'll  get 


hack.  With  availahle  OnStar,"  no  matter  what  trotihle  yoii  encounter,  an  Advisor  is  ready  to  help  at  the  touch 


of  a  button.  Designed  with  powerful,  advanced  engines  and  the  highest  number  of  safety  and  security  feaaires 


in  its  hLston',  the  new  •-generatii~)n  Che\7  Tihoe  is  nowhere  near  anything.  800-950-2438  or  chevrolet.com 
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condo  in  New  York's  Soho  as  '  habitable 
sculpture."  The  project's  developer,  An- 
tonio Vendome,  may  even  sell  the 
apartments  through  an  iirt  dealer  in- 
stead of  real  estate  agents.  Not  a  bad 
idea,  considering  that  last  year 
Christie's  got  $11.1  million,  more  than 
double  its  estimate,  when  it  put  a  two- 
story  Manhattan  town  house  designed 
by  Johnson  in  1950  into  a  20th-century 
decorative  arts  auction. 

Interested?  There  is  an  array  of 
choices,  from  holes  in  the  ground  to 
finished  buildings.  The  level  of  the  de- 
signer's participation  varies,  too:  In 


room  on  the  third  floor  to  $2.4  million 
for  a  three-bedroom  penthouse. 

Snob  appeal.  "Because  it's  Michael 
Graves,  it's  a  status  symbol,"  pipes 
Nicole  Schumann,  a  sales  agent  for  the 
Impala,  which  went  on  sale  in  March. 
"It's  like  putting  'Gucci'  on  a  handbag." 

You  may  be  getting  a  name,  but  you 
are  not  necessarily  getting  a  signature 
living  room.  Although  the  project's  ex- 
terior and  interior   

public    spaces  are 
^  J  Michael 

Graves-designed,  cravessells 
apartment  layouts  and    his  rooms 
details  are  by  a  rela-    with  a  view  in 
South  Beach. 


some  projects  it's  only  skin-deep,  but  in 
others  it  extends  down  to  faucets. 

Miami  is  where  this  trend  started. 
In  1997  Michael  Graves  broke  ground 
on  a  condominium  tower  with  110 
units  in  the  flashy  South  Beach  district. 
To  sell  it,  the  French  developer,  Con- 
structa,  plastered  a  picture  of  Graves — 
not  the  buildings — on  billboards  and 
the  sides  of  buses.  At  $180,000  to  $1 
million,  the  apartments  brought  a  20% 
premium  over  comparable  real  estate 
lacking  the  Graves  name,  according  to 
real  estate  brokers. 

Before  long  the  trend  migrated 
north  to  New  York.  Developer  Trevor 
Davis,  who  studied  architecture  at  MIT, 
saw  the  Graves  billboard  in  Miami  and 
signed  him  up  to  design  the  Impala  on 
the  outer  edge  of  Manhattan's  tony 
Upper  East  Side  neighborhood.  The 
way  Davis  talks,  you'd  think  he  was  sell- 
ing art:  "It's  a  limited  edition."  Prices 
range  from  $455,000  for  a  one-bed- 


signer  could  cost  another  $500 
square  foot. 

You're  paying  for  celebrity  vak 
This  is  where  Stewart  and  Klein  ha 
deposits  on  penthouses.  Chic  chef  Jea 
Georges  Vongerichten  has  a  1 5%  sta 
in  the  project  and  is  opening  a  cafe  > 
site.  Before  the  building  broke  grou; 
this  winter,  Vongerichten  sold  his  teni 
floor  apartment  for  $  1  million  in  pre 
to  Sun  Microsystems  cofounder  Bill  I 
and  moved  to  a  lower  floor.  It's  just  li 
Wall  Street — early  buyers,  especially  i 
siders,  do  well. 

The  designer  label  on  Robert  Ster 
Chatham  is  still  worth  something,  s 
real  estate  agents:  Resales  are  bringi 
up  to  60%  more  per  square  foot  th 
space  in  comparable  buildings.  Ste 
says  he  turned  down  an  offer  for 
own  unit  of  double  what  he  paid. 

But  will  you  get  your  premii 
back — along  with  the  opportunity  c 
of  not  being  able  to  invest  that  p 
mium  in  the  stock  market — when  y 
sell  a  name-brand  condo  two  deca« 
from  now?  Take  a  look  at  what  he 
pened  in  Chicago  to  the  50-year-« 
twin  steel-frame  apartment  towers  • 
signed  by  none  other  than  Lud\. 


tively  obscure  contract  architect. 

From  Graves'  Impala,  one  can 
see  another  Davis-backed  building 
by  a  star  architect,  Robert  Stern, 
dean  of  Yale's  architecture  school. 
Just  topped  off,  it's  his  second  New 
York  condo.  Stern  himself  has  a 
unit  in  his  first,  called  the 
Chatham,  which  sold  out  quickly. 
Stern  is  not  modest:  "I'd  like  to 
think  it  was  all  me." 

At  Richard  Meier's  two  15-story 
luminescent  glass  towers  rising  along 
the  edge  of  New  York  City's  Green- 
wich Village  overlooking  the  Hudson 
River,  the  minimum  apartment  size  is 
one  floor — 1,800  square  feet  in  the 
north  building,  3,700  in  the  south 
building.  At  up  to  $2,000  a  square  foot 
for  raw  space — i.e.,  no  bathrooms  or 
interior  walls — the  price  is  two  or 
three  times  that  of  finished  space  in 
new  buildings  nearby.  Finishing  the 
space  with  Meier  as  your  personal  de- 


BECAUSE  THE  IMPALA 

IS  DESIGHED  BY  A 

MICHAEL  GRAVES, 

irSA  STATUS  SYMBOL. 

IT'S  LIKE  PUTTING 

GUCCI  ON  A 

HANDBAG. 


Mies  van  der  Rohe,  one  of  the  most 
mous  architects  of  the  20th  century 
renovated  2,600-square-foot  pe 
house  with  lake  views  sold  for  $35 
square  foot  last  year — half  the  go 
rate  for  space  in  new  luxury  buildi] 
up  Lake  Shore  Drive.  "People  w 
move  into  the  Mies  buildings  are 
looking  for  glitz,"  says  Gail  Miss 
with  Coldwell  Banker. 

Richard  Meier  plugs  his  Manhat 
condo  carefully.  "It's  a  place  to  live,' 
says.  "No  one's  buying  this  as  an 
vestment."  Let's  hope  not. 


I 
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for  innovative  ways  to  strike  a  chord 
I  ir  customers?  Think  Visteon. 

:  technologies  give  drivers  a  variety 
;  to  personalize  their  vehicles,  while 
I  automakers  differentiate  their 
;  vnd  we  back  it  up  with  systems 
I  ion  expertise  to  make  it  all  work 

r  for  optimal  performance.  For 
I  ,  multi-zone  climate  control  lets  all 
:  ;rs  control  their  personal  comfort 

ingle  modular  system.  And  Visteon 


Biometrics  represents  the  ultimate  in 
personalization  -  providing  fingerprint  access 
and  memory  to  automatically  adjust  for 
driver  or  passenger  preferences.  So  if  you're 
looking  for  innovative  ways  to  allow  your 
customers  to  personalize  their  vehicle, 
think  Visteon. 

Call  us  or  visit  visteon.com  and  enter  the 
code  "per6f"  in  the  VISTconnect  field  on 
our  home  page. 


'  o  ■ 

[0 

iffi 

GDC 

Visteon  MACH'" 
Digital  Signal 
Processing  allows 
each  audio  unit 
to  be  custom  programmed  -  during  vehicle 
assembly  -  for  maximum  performance. 


Visteon 

See  the  possibilities  " 
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ANDREW  BENEROFE  GOT  A  KICK 
out  of  meeting  the  real  Maria  von 
Trapp  at  a  cast  party  at  Tavern  On 
The  Green.  He  loved  chatting  with 
Jerry  Lewis  at  the  opening  night  gala 
for  the  1995  production  of  Damn  Yan- 
kees. Broadway  "is  just  a  fun  place  to 
have  your  attention,"  says  Benerofe,  a 
New  York  commercial  real  estate  devel- 
oper and  an  angel  investor  in  shows.  It's 
not,  however,  a  fun  place  to  put  your 
money.  He  put  $20,000  into  revivals  of 
The  Sound  of  Music  and  Damn  Yankees 
and  got  back  only  $10,000. 

"It  is  probably  the  single  riskiest 
way  to  invest  your  money,"  says  Frank 
Carucci.  An  official  in  the  United  Fed- 
eration of  Teachers  and  a  board  mem- 
ber of  an  Off-Off  Broadway  experi- 
mental theater,  Carucci  started 
investing  in  Broadway  a  decade  ago, 
putting  up  $10,000  to  $20,000  in  each 
of  eight  musicals.  All  told,  he's  just 
about  broken  even,  he  says. 

Only  20%  to  25%  of  all  productions 
ever  recoup  initial  costs — up  to  $17 
million  for  top  shows — even  after  a  run 


Stage  hand: 

of  years.  Far  fewer  gener-  Real  estate 

ate  significant  profits.  Of  developer 

the  three  dozen  or  so  '^"'••"^w 

L           ^  Benerofe  is 

new  shows  that  open  on  g^j^bbier. 

Broadway  each  year,  a 


few  won't  last  three  months. 

Still  interested?  Be  prepared  to 
prove  you  can  afford  to  lose  your  entire 
investment.  Most  productions  are 
structured  like  limited  partnerships  or, 
in  a  few  cases,  limited  liability  compa- 
nies (which  protects  you  from  losing 
more  than  what  you  put  in).  As  soon  as 
the  show  starts  making  money,  angels 
receive  recoupment  checks  in  propor- 
tion to  the  amount  they  contribute. 

Minimums  can  range  from  $2,500 
for  an  Off-Broadway  drama  to 
$250,000  for  a  Broadway  musical.  Pro- 
ductions with  budgets  of  $3  million 
and  up  may  not  even  accept  invest- 
ments under  $25,000  unless  they're 
desperate:  The  paperwork  just  isn't 
worth  it,  says  producer  Steven  Baruch. 

In  response  to  the  kinds  of  abuses 
so  hilariously  portrayed  in  The  Produc- 
ers, where  unsuspecting  investors  are 


sold  a  total  25,000%  interest  in  the  p 
the  Securities  &  Exchange  Commiss 
and  many  state  laws  now  provide  so 
protections.  Every  offering  prospec 
must  disclose  the  risks,  the  amoi 
being  raised,  potential  box  office 
the  length  of  time  a  production  ^ 
have  to  run  before  it  can  turn  a  pre 
No  producer  can  raise  money  until 
is  close  to  nailing  down  a  theater  sp; 
cast  and  an  approximate  budget,  s 
Baruch,  who  has  produced  40  N 
York  shows  and  tours,  including  An 
In  America  and  Driving  Miss  Daisy. 

Don't  leave  due  diligence  to  oth 
Look  into  a  producer's  previous  wc 
artistically  and  financially,  advises  Fr 
eric  Vogel,  a  producer  and  head  of 
Commercial  Theatre  Institute,  a  M 
hattan-based  nonprofit  that  runs  se: 
nars  for  investors.  If  the  produce 
new,  check  out  the  production's  law 
and  general  manager.  Aside  from  p 
ing  better  odds  for  success,  reputa 
folks  may  occasionally  let  you  off 
hook — if  they  find  another  backer. 

Vogel,  who  has  backed  50  sho 
prefers  to  stick  with  a  particular  p 
ducer  over  time.  Among  his  reco 
mendations:  Elizabeth  Williams,  v 
revived  One  Flew  Over  the  Cuckc 
Nest,  and  Baruch,  whose  latest  hi 
The  Producers,  which  raised  $13  mill 
in  advance  sales  before  the  curt 
lifted  Apr.  19.  Over  the  past  15  ye 
and  40  shows,  Baruch  says,  his  cc 
pany  has  posted  an  average  annual  4 
internal  rate  of  return. 

Hmm.  There  are  a  lot  of  way; 
calculate  an  "average"  return.  At 
rate,  it's  not  the  same  as  making  40' 
year  for  15  years  on  a  mutual  fu 
which  would  compound  to  a  15,50 
return.  No  one's  ever  been  that  lucfc 

If  you  want  to  dream  on,  go  for 
original  production.  Land  on  a  one- 
a-thousand  hit  like  Music  Man,  and ; 
stand  to  collect  a  long  string  of  roy 
checks  from  revivals  and  road  sho 
Sometimes  the  residual  rights 
enough  to  turn  a  loser  into  a  wini 
Shakespeare's  R+J,  a  reinterpretatior 
Romeo  &  Juliet,  was  a  financial  dis 
pointment  in  New  York  in  1998 
made  money  on  the  road. 
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ffett  thirsty  for  DPL's  juice? 


WARREN  BUFFETT  HAS 
announced  that  Berkshire 
Hathaway  would  invest 
$10  billion  in  utilities  if 
the  Depression-era  Public 
Utility  Holding  Company 
Act  is  repealed,  as  Presi- 
dent Bush  has  requested. 
His  holding  company 
already  controls  Mid- 
American Energy. 

David  Parker,  a  utility 
analyst  at  Robert  W.  Baird 
in  Milwaukee,  cites  three 
Midwest  utilities  that 
would  be  appealing  to 
speculators  like  Buffett 


)king  for  low-cost  producers:  Cinergy,  CMS  Energy  and  DPL,  the  parent  of 
yton  Power  &  Light.  Dayton  Power  (NYSE:  DPL)  owns  several  "peaking 
nts,"  which  fire  up  quickly  to  provide  power  during  periods  of  heavy  use. 
It  will  come  on-line  just  in  time  for  the  summer. 

At  a  recent  $30,  DPL  trades  at  16  times  trailing  earnings.  It  also  has  a 
1  dividend.  — Daniel  Kruger 


JTEREST  SHORT 

vCROVISION  MAKES  SOFTWARE  THAT 
events  unauthorized  copying  of 
leos,  DVDs,  computer  software,  games 
i  music.  Thanks  to  the  uproar  created 
Napster,  it's  a  business  that  has  gotten 
s  of  attention  from  investors.  Even 
isr  a  50%  decline  from  its  2000  high, 
nnyvale,  Calif.-based  Macrovision 
asdaq:  MVSN)  still  trades  for  33  times 
es  and  143  times  trailing  earnings, 
hi  the  first  quarter  of  2001,  earn- 
;s  were  $3.6  million,  up  from  a  $2.9 
llion  loss  a  year  earlier.  What  boost- 
.  don't  realize  is  that  35%  of  the 
npany's  net  comes  from  the  interest 
.\irns  on  the  $105  million  cash  left 
;r  from  its  second  stock  offering  (in 
uiary  2000).  Operating  income — 
t  before  depreciation,  interest  and 
:cs — was  up  only  25%  last  year, 
lliam  Lyons,  editor  of  the  newsletter 
on  On  Value,  doubts  the  company 
I  meet  this  year's  earnings  expecta- 


tions of  80  cents  a  share.  The  stock 
trades  at  $58.  Short  it  to  $42. 

— Christopher  Helman 

PAYCHECK  PLAY 

AUTOMATIC  DATA  PROCESSING  (NYSE: 
ADP)  handles  401(k)  accounts.  Cobra 
insurance  and  unemployment  com- 
pensation and  payroll  for  29  million 
employees  at  450,000  employers 
worldwide.  Jimmy  C.  Chang,  chief 
tech  strategist  at  Charles  Schwab's  U.S. 
Trust  operation,  says  ADP  is  one  tech 
company  benefiting  from  the  down- 
turn— since  it  is  often  cheaper  for  an 
employer  to  skimp  on  its  own  data- 
processing  department  while  sending 
out  the  payroll  work.  About  $1.4  bil- 
lion of  the  company's  $6.3  billion  in 
revenues  comes  from  securities  pro- 
cessing for  banks  and  online  stock- 
brokers. At  $56,  ADP  goes  for  40  times 
trailing  earnings.  That  makes  it 
cheaper  than  most  other  tech  stocks. 


especially  when  you  consider  that  ADP 
has  posted  double-digit  earnings 
growth  for  40  years.  — C.H. 

UNDERVALUED 
RADIO 

AFRICAN-AMERICAN  MEDIAN  HOUSE- 
hold  income  has  climbed  28%  since 
1980,  doubling  the  growth  rate  for  all 
households.  Lanham,  Md. -based  Radio 
One  (Nasdaq:  ROIAK)  is  the  only  pub- 
licly traded  radio  broadcaster  to  target 
black  listeners.  Its  63  stations  are  in 
markets  like  Baltimore,  Cleveland,  Rich- 
mond and  Washington,  D.C.  "They've 
cornered  this  space,"  says  W.  Timothy 
Wallace  of  Banc  of  America  Securities. 

Founder  Catherine  Hughes  and  her 
son.  Chief  Executive  Alfred  C.  Liggins  III, 
own  31%  of  the  company  (and  56%  of 
the  votes).  In  March  2000  they  acquired 
12  stations  from  Clear  Channel  for  $1.3 


Radio  One's  got  the  rhythm. 


billion  and  recently  launched  a  national 
advertising  sales  strategy.  Disregard  re- 
ported earnings,  which  are  debited  for  a 
noncash  amortization  charge  on  assets 
(acquired  broadcast  licenses)  that  are  ap- 
preciating over  time.  Focus  on  net  in- 
come plus  depreciation,  which  should 
come  in  at  53  cents  a  share  this  year,  pre- 
dicts Wallace.  For  liquidity  buy  the  D 
shares,  which  have  no  voting  rights  but 
are  affordable  at  $20.  — Monte  Burke 

n  Forbes  I 

To  check  on  Streetwalker's  performance,  visit  our 
Web  site  at  www.forbes.com/streetwalker. 

FORBES-  June  I  I,  2001  229 


71  =  '/  /POIN 

Commerzbank's 

international  banking  and  finance 
capabilities  in  perspective 


Seeking  added  value  for  your 
investment  portfolio? 

Call  in  the  experts  from  Commerzbank. 


8t 


More  than  ever  before,  effective  asset  manage- 
ment depends  on  experienced  managers  with  the 
skills  and  resources  to  build  portfolios  in  line 
with  each  client's  specific  objectives. 

That  is  why  alert  institutional  investors  and 
individuals  with  sizable  portfolios  are  turning 
more  and  more  to  Commerzbank,  one  of  Europe's 
most  prominent  financial  groups.  By  combining 
on-the-spot  research  in  key  global  financial  centers 
with  a  multi-product,  multi-asset,  multi-investment 


approach,  our  poitfolio  managers  have  the  capabilities 
to  bring  assets  into  an  optimally  weighted  balance  o 
risk  and  opportunity.  Added  value  is  a  logical  conse 
quence  of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefi' 
from  a  full  range  of  asset  management  products  anc 
sei'vices,  26  operations  in  13  countries,  and  a  teair 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solic 
combination  is  a  core  strength  of  the  Group. 


91 


SI 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  is  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft@commerzbank.com),  London  lcomsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@got.com).  Or  visit  our  website:  www.commerzbank.com 


Commerzbank  AG  is  regulated  by  SFA  for  the  conduct  of  investment  business  in  the  UK 


COMMERZBANK 
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HE  OVERALL  MARKET 


2-weel(  performance 
as  of  5/18/01 

BarraAil-U.S.  index' 


2.2% 


S&P  Barra  Growth  Index'  1.5 


S&PBarra  Value  Index'  2.4 


Dow  Jones  industrials 


3.2 


S&P  500 


2.0 


EAFE' 


-1.1 


Forbes  Internet  Index 


2.0 


Forbes  40  Index  (total  return)  -1.6 


-Barra  AII-U.S.  Index  of  10,000  stocks 
■200-day  moving  average 

Market  value:  $15.1  trillion 


Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 


6000 
5/4/01 


Barra  AII-U.S.  Index 

5/18/01 


8500 
7500 
6500 
5500 
4500 

3500 
2500 


'93  '94  '95  '96  '97  '98  '99  '00  01  1500 

e  Barra  AII-U.S,  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  AORs, 
ITs  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
litalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  "A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source: 
Tgan  Stanley  Capital  International. 


IRBES  INTERNET  UNIVERSES 


RECENT 

4WKS  AGO 

lYRAGO 

'DFX 

ilue 

46.0 

41.6 

101.2 

impanies 

322 

321 

313 

iJJA™S_ 

ock  price/sales 

2 

2 

9 

wket  value  ($bil) 

$417 

$370 

$813 

les/employee  ($tbou) 

$151 

$155 

$129 

1-month  sales  growth 

101% 

99% 

198% 

im  F.'.TIMATF.S 

les  total  ($bil) 

$90.0 

$91.8 

NA 

ock  price/sales 

2 

1 

NA 

E 

71 

59 

NA 

pitalization-weighted  index  of  all  U.S.-based,  publicly  traded  Internet 
imerce  sites,  portals,  service  providers  and  software  companies.  Base  value 
31/98  =  100.  Index  ratios  and  growth  rates  are  medians.  NA:  Not  available. 
irces:  Forbes:  Market  Guide  and  Thomson  Financial/IBES  via  FactSet 
•earch  Systems. 

ECIAL  STOCK  FOCUS 


hough  as  a  group  the  stocks  below  are  down  61%  from 
;ir  52-week  highs,  their  fundamentals  look  solid.  Thom- 
n  Financial/IBES  analysts  expect  a  24%  gain  in  earnings 
xt  year  and  an  average  26%  earnings  growth  (annual- 
d)  over  the  next  three  to  five  years.  The  group  trades  at 
;t  16  times  2002  estimated  earnings.  Trex,  a  manufac- 
er  of  long-lasting  decking  materials,  for  example,  sold  for 
9  last  July,  but  now  trades  for  half  that  price  and  just  14 
les  2002  estimated  per-share  profits  of  $2.03. 


JMPANY 
ureker 


RECENT 

PRICE 

$1790 


2002 


irrester  Research 


25.45 


uess 


1.19 


etaSoiv 


9.78 


lirena  Software 


26.90 


ex 


28.90 


irian 


34.28 


EPS^ 
$1.14 


16 


1.25  20 


0.90 


0.76  13 


1.19  23 


2.03 


1.70 


14 
20 


itimate. 

urces:  Thomson  Financial/IBES  and  FT  Interactive  Data  via  FactSet 
search  Systems:  IBES  Express. 
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www.forbes.com  for  quotes  on  over  9,000  securities 
stock  and  mutual  fund  reports. 


MUTUAL  FUND  SPECIAL  FOCUS 


Value  funds  focusing  on  midsize  companies  are  having  a  good  streak. 
Upper's  Mid  Cap  value  index  is  up  6.4%  so  far  this  year.  Below  are  five  no- 
load  midcap  value  funds  with  year-to-date  total  returns  averaging  18%. 

TOTAI  RFTIIRN 

7 

ASSETS 

FUND 

3  YEARS 

=      1  YEAR 

YTD 

(SMIL) 

Dreyfus  Nlidcap  Value 

19.0% 

33.2% 

24.5% 

$854 

Gintei 

3.5 

72 

16.0 

145 

Marshall  Mid-Cap  Value 

11.6 

34.4 

16.5 

140 

Turner  Midcap  Value 

6.6 

21.1 

15.7 

45 

Vanguard  Selected  Value 

2.9 

29.5 

175 

530 

'Through  May  17,  'Annualized.  Sources:  Upper  Inc.:  Morningstar. 

ANTICIPATED  EARNINGS  SURPRISES 


Toll  Brothers  is  one  of  several  home-construction  companies  ex- 
pected to  report  a  positive  earnings  surprise  in  its  current  quarterly 
results,  according  to  StarMine.  The  home  builder's  first-quarter 
SmartEstimate  is  2  cents  above  the  consensus  forecast.  In  contrast, 
Borg  Warner  carries  a  second-quarter  SmartEstimate  of  94  cents  a 
share  versus  the  Thomson  Financial/IBES  mean  estimate  of  97  cents. 


IBES 

STARMINE 

EXPECTED 

CONSENSUS 

SMART- 

REPORT 

COMPANY 

PRICE 

ESTIMATE' 

ESTIMATE' 

DATE 

POSITIVE  EXPECTED  SURPRISES  OR  REVISIONS 

$1.90 

7/24/01 

Chevron 

$9757 

$1.85 

ExxonMobil 

90.20 

1.20 

1.25 

7/23/01 

Global  Marine 

28.13 

0.34 

0.35 

7/17/01 

Louisiana-Pacific 

13.75 

-0.22 

-0.13 

7/23/01 

Murphy  Oil 

86.45 

1.89 

1.91 

7/23/01 

Toll  Brothers 

34.25 

0.97 

0.99 

5/30/01 

NEGATIVE  EXPECTED  SUBPRISES  ORBEVISIDM 

0.94 

7/23,/01 

Borg  Warner 

45.51 

0.97 

ConAgra  Foods 

21.00 

0.36 

0.32 

7/2/01 

Goldman  Sachs  Group 

97.25 

1.11 

1.07 

6/11/01 

Handspring 

8.69 

-0.08 

-0.09 

7/20/01 

JP  Morgan  Chase 

48.16 

0.80 

0.74 

7/20/01 

Morgan  Stanley  Dean  Witter 

69.04 

0.86 

0.78 

6/25/01 

Data  as  of  May  18.  'Current  quarter.  Sources  StarMine:  Thomson  Financial/IBES  and  FT 
Interactive  Data  via  FactSet  Research  Systems. 
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NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION 


General  Maritime's  new  issue,  underwritten  by 
Lehman  Brothers,  is  expected  to  raise  $119 
million  in  a  June  offering.  Headquartered 
in  New  York  but  incorporated  in  the  Mar- 
shall Islands,  General  Maritime  ships 
crude  oil  throughout  the  Gulf  of  Mexico 
and  the  Caribbean.  It  currently  has  a  fleet 
of  14  midsize  tankers  but  plans  io  use  the 
offering  proceeds  to  acquire  15  additional 
used  ships.  General  Maritime  services 


Chevron,  ExxonMobil,  Phillips  Petroleum,! 
Texaco  and  others.  "Thanks  to  lower  op-l 
erating  and   maintenance  costs, 
they've  continued  to  grow  in  a  very| 
competitive  market,"  says  David  Men- 
low,  president  of  the  IPO  Financial  Net- 
work. Tanker  revenues  have  increasedl 
113%  since  1998;  last  year  the  company! 
posted  a  $30  million  profit  on  revenues] 
of  $132  million. 


.  FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 
THE  U.S.  ECONOMY   ^_  ACTUAL  


Automobile  sales^  (mil) 


Capacity  utilization  (%) 


New  housing  starts^  (thou) 


Retail  sales^  ($bil) 


Trade  balance*  ($b[|) 


Unemployment  rate'  (%) 


Gross  domestic  product  (%  chg) 


IWFLATION 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


Prices 


CRB-Bridge  spot  Indexes 


Gold  per  troy  ounce  ($) 


Oil/bbI  W  Texas  Intermediate  ($) 


CUBRENCY 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


rES_ 

30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


2000 


LATEST 


17.8 


17.4*  apr 


80.6 


78.5   p  apr 


1,569  r      1,560*  p  apr 


2,428  r      2,452*  p  apr 


-369 


-375*  p  mar 


4.0 


4.5  apr 


5.0 


2.0«  plQ 


3.9 


4.3*  apr 


3.4 


3.3*  apr 


223.99  231.67 


272.00  28740 


26.83 


29.93 


2.08 


2.22 


114 


124 


0.94 


0.88 


5.46 


5.77 


5.90 


3.59 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.3 


0.9% 


79.5 


0.2 


1,563 


2.0 


2,404 


-0.2 


-412 


-1.8 


4.6 


1.1 


2.1 


-3.3 


3.5 


3.9 


3.0 


1.4 


220.10 


-2.7 


271.88 


-0.5 


26.16 


-0.8 


2.12 


1.0 


124 


1.0 


0.93 


0.0 


5.47 


0.7 


4.21 


-9.9 


'12  months,  r:  revised,  p:  preliminary-  'Autos,  light  and  heavy  trucl<s,  includes  imports.  Source:  Ward's  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  ^Excluding  auto  sales,  seasonally  adjusted.  "Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  ^Quarterly  change,  annualized.  Source:  Bridge  Irtformation  Systems. 


FEDERAL  FUNDS  WATCH 

Current  rate:  4% 

Next  FOMC  meeting:  June  26. 


RATE  INCREASE 


RATE  DECREASE 


Unlikely    Liliely    Unlikely  Likely 


Change  in  estimates  for  CPI 


Current:  315.3 
2-wk  change 


2001  CPI  estimates 


3.0% 


2,8 


2,6 


Thanks  to  higher 
energy  prices, 
the  CPI  estimate 
rose  from  2.7% 
in  December  to 
3%  at  present. 


.  ECQMOMY  WATCH 


According  to  analysts  at  Instinet,  ga&| 
line  inventories  have  historically  hj 
an  inverse  correlation  with  gasolirl 
prices.  The  relationship:  a  1%  declirl 
in  the  price  at  the  pump  for  every  2.7| 
rise  in  inventories.  Over  the  last  foil 
weeks  U.S.  gasoline  inventories  rosi 
5.8%,  but  gasoline  prices  climbel 
79%,  to  an  average  price  of  $1.67 
gallon.  Instinet's  analysts  think  that  t| 
the  beginning  of  June  gas  prices  w| 
level  off  or  decline  slightly. 
Closeup:  Inventories  versus  retail  price  per  gallo|l 


Price  per  gallon 


lnventory(milllons  of  barrels)  /v 


$1 


■95     '96  '97 


•99     '00  01 


Data  as  of  May  II.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


FORECASTING  GLOBAL  MARKET 


YEAR 

S&P500 


EPS  CHANGE  EXPECTEI 
ESTIMATED       VERSUS  YEAR-TO-YB 
P/E       3  MONTHS  AGO  EPSGROWj 


2001 


24 


-8.6% 


-3% 


2002 


20 


-7.4 


18 


MSCI  World-ex  U.S. 


2001 


21 


-5.7 


2002 


18 


-4.4 


14 


IBES  ESTIMATES:  RATIO  OF  INCREASES/PECREASB 


2001 


20021 


S&P500 


0.50 


0.47 


MSCI  World-ex  U.S. 


0.66 


0.671 


RISING  ESTIMATES 


Canada 

Colombia 

Denmark 

Pakistan 

Slovakia 


Falling  estimates 


Indonesia 

Jordan 

Philippines 

Taiwan 

Turkey 


Source:  Thomson  Financial/IBES. 
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YOU  tAN  ONLY  BE  IN 

THREE  PLACES  AT  ONCE. 


SENTING  WIRELESS  MOBILITY  FROM  COMPAQ. 

tireless  solutions  keep  you  in  the  loop.  Even  when  you're  outside  of  it. 
new  Compaq  fvo""  Notebook  N400c  is  one  of  the  thinnest,  lightest  portables 
nd.  With  a  mobile  Intel®  Pentium®  III  processor  and  innovative  MultiPortt 
\l400c  gives  you  modular  wireless  capability  to  access  your  network,  send 
lil  or  check  stocks  from  anywhere!  All  at  unbelievable  speed.  Plus,  get  big 
55  from  the  small  iPAQ  Pocket  PC  and  you'll  still  have  room  for  the  Compaq 
oportable  projector  that  fits  in  the  corner  of  your  briefcase. 


] 


INNOVATIVE  PRODUCTS, 

to  find  out  more  go  to  compaq.com/mobile 


INTEGRATED  INTO  SOLUTIONS  &  _ 

or  call  1-800-888-5846 

DELIVERED  GLOBALLY 

paq  PCs  use  genuine  Microsoft®  Windows® 
microsoft.com/piracy/howtotel  I 

I  An  capability  currently  available;  wireless  WAN/PAN  (Bluetooth*)  projected  availability  beginning  3rd  quarter  2001.  'Subject  to  vwireless  network  coverage,  ®  2001  Compaq  Computer  Corporation.  All  rights  reserved, 
mil  the  Compaq  logo  are  registered  trademarks  of  Compaq  Computer  Corporation,  Evo  is  a  trademark  of  Compaq  Information  Technologies  Group,  L,P,  Inspiration  Technology  is  a  trademark  of  Compaq  Information 
ifK'  Group,  I P  in  the  U  S,  and  other  countnes  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 


COMPAa 

,  Inspiration  Technology 
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BEAR  MARKET  CORRECTIONS 


IS  IT  A  NEW  BULL  MARKET?  NO.  THE  RALLY  THAf  KICKED 
off  Apr.  4  inspired  widespread  talk  that  the  bear  market 
is  over  and  a  new  bull  market  has  begun.  The  market's 
sideways  move  in  May  has  done  nothing  to  dispel  that. 
Why  don't  I  think  we've  seen  the  bottom?  The  spring 
raUy  has  just  about  all  the  signs  of  a  classic  correction  within 
a  bear  market. 

The  most  significant  sign:  As  stocks  soared  for  a  straight 
month,  long  bonds  simply  tanked.  This  doesn't  happen  at 
real  bear  market  bottoms.  It 
happens  often  during  bear 
market  corrections,  which  are 
temporary  and  misleading. 

At  real  bottoms,  when 
stocks  start  to  rise,  bonds  rise, 
too.  Stock  and  bond  prices 
sure  don't  head  in  opposite 
directions.  At  times  they  are 
very,  very  highly  correlated,  as 
they  were  during  the  1970  and 
1990  bottoms.  Other  bottoms  aren't  so  highly  correlated, 
but  they  still  move  in  the  same  basic  direction,  as  in  1966, 
1974,  1982  and  1987. 

The  only  modern  exception  is  1962.  But  that  was  more 
the  result  of  a  foreign  policy  crisis — Soviet  missiles  in  Cuba 
and  a  possible  nuclear  war — than  the  playing  out  of  a  nor- 
mal, long  economic  and  sentiment-oriented  bear  market, 
such  as  we've  seen  lately. 

Why  is  a  stock  market  bottom  so  linked  to  bonds?  A  new 
bull  market  in  stocks  is  confirmed  by  bond  prices  because 
they  compete  so  directly  against  each  other  for  investor  dol- 
lars— just  as  water  quickly  seeks  its  own  level.  When  in- 
vestors are  optimistic,  there's  plenty  of  money  available  for 
buying  both  equities  and  bonds.  In  a  bear  market  correction 
folks  often  shift  money  from  bonds  to  stocks  to  catch  the 
ride.  That  doesn't  endure  for  long. 

Here's  another  way  to  think  of  it.  After  genuine  bottoms 
both  bond  yields  and  earnings  yields  go  down.  A  declining 
bond  yield,  of  course,  is  synonymous  with  a  rising  bond 
price.  The  earnings  yield  on  a  stock  is  the  inverse  of  the  P/E, 
and  it  goes  down  as  the  stock  price  rises.  Unless  real,  net  new 
liquidity  pushes  down  both  of  these  long-term  yields,  you 
won't  get  a  new  bull  market. 

This  spring's  correction  has  reversed  all  the  psychologi- 
cal damage  of  the  market's  last  major  slide,  re-buoying  sen- 
timent to  its  December  levels.  That  is  what  corrections  are 


This  spring's  stock 

surge  fits  the 
classic  pattern  of 
a  sucker's  rally. 
Don't  be  taken  in. 


all  about.  But  just  as  bull  market  corrections  are  short  a 
deceptively  scary,  bear  market  corrections  are  short  and 
ceptively  reassuring. 

You  know  it  is  a  sucker's  rally  when  the  mass  of  journal  i 
tells  you  to  buy  into  it.  Journalists  are  more  sanguine  nt 
You  can  see  this  on  the  June  cover  of  Kiplinger's  Persoi 
Finance,  with  its  screaming  headlines  "Bye-Bye  Bear"  a 
"Sweet  Ways  to  Make  Money  Now,"  along  with  a  picture  ( 
honey  pot  and  bees.  Egads!  Don't  they  know?  Honey  p 

attract  bears. 

This  is  not  the  stuff  of  b' 
market  bottoms.  At  real  bi 
market  bottoms  most  journ 
ists  disbelieve  for  ma 
months  thereafter.  They've  I 
come  convinced  by  the  dov 
draft's  power  that  no  r 
good  can  come  to  equities 
a  very  long  time. 

At  bear  market  botto 
you  always  have  at  least  two  despairing  magazine  cover  s 
ries  on  the  "death  of  equities."  So  far  we  haven't  had  any 
In  my  1987  book  I  described  a  simple  formula  for  p 
dieting  a  market  bottom.  You  don't  apply  it  until  there 
real  bear  market,  defined  as  20%  or  bigger  declines  in 
major  stock  market  indexes.  After  this  point  is  reached,  v 
until  unemployment  has  risen  one  full  percentage  po 
fi^om  its  low  point  before  you  call  a  market  bottom. 

We've  had  the  20%  corrections:  By  the  end  of  March 
S&P  500,  the  Wilshire  5000  and  Nasdaq  were  all  off  20% 
more  from  their  highs.  Unemployment  was  at  its  nadirl 
3.9%  last  October.  This  April  it  hit  4.5%.  Hence,  we  have . 
other  full  four-tenths  of  a  point  to  go.  That  will  probal 
take  until  about  September.  And  that  means  we  face  at  kj 
one  more  down  leg  in  the  bear  market. 

Note  that  rising  unemployment  will  continue  well 
yond  the  bottoming  of  stock  prices  as  it  most  normally  del 
Since  we  are  well  short  of  a  market  bottom,  I  expect  layt| 
to  continue.  They  began  in  technology  in  January  and  Fj 
ruary,  rippled  into  other  industries  in  March,  and  in  Ajl 
and  May  spread  beyond  America  to  the  world. 

As  I  wrote  in  my  Mar.  19  column,  the  best  single  rcl 
map  to  this  market  is  the  1980-82  bear  market.  Look  alj 
corrections  in  198rs  fourth  quarter  and  in  1982's  secc| 
quarter.  That  is  where  we  are  right  now.  Prepare  for 
next  downdraft.  Stay  maximally  defensive. 


FJVi^V^^^  I  Kenneth  L.  Fisher  is  a  Woodside.Calif.-based  money  manager. 
HH^^BB>^<^  I  Find  past  columns  at  www.forbes.com/fisher. 
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INYESTMENT  DATA,  DO  TH£ 


WITH 


NTELLIGENT 


THiNG.  DUCK 


en  call  a  financial  advisor.  There's  no  better  source  for  expert  guidance  on  what  data  is  really  meaningfijl  to  your  portfolio. 


there's  no  better  way  tcplot  a  successful  financial  course  in  this  increasingly  complex  global  economy.  From  t;ix  implications 


he  viability  of  Armenian  oil,  a  financial  advisor  can  make  your  investment  life  a  lot  easier."  -Dr.  Boh  Froehlieh.  See  for 


rself  Call  1-800-621-1048  for  a  free  brochure  on  this  topic.  It's  the  first  step  to  avoiding  painful  things  like  data  analysis. 
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Mutual  Funds  Annuities  Retirement  Plans 

irospectus  containing  more  complete  information,  including  management  fees  and  expenses,  call  Scudder  at  the  number  above, 
read  it  carefully  before  you  invest  or  send  money.  ©2001  Scudder  Distributors,  Inc.  11687  (5/1 5/Q1)   A  memlH-rof      kmci,  SaMcr  /mvsimms 
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 By  Marilyn  Cohen  

STAYING  ALOFT 


I 


T'S  TOPSY-TURVY  TIME  IN  BONDLAND.  ISSOERS  LIKE 
Motorola  and  Lucent  are  barely  hanging  on  to  their  in- 
vestment-grade ratings  and  outyielding  some  B-rated 
junk  issues.  Credit  quality  is  spiraling  down.  According  to 
Moody's,  this  year  we've  seen  the  largest  number  of  in- 
vestment-grade companies  relegated  to  junk  status  since 
1990's  first  quarter.  There  are  more  to  come. 

Moody's  says  that  when  companies  file  for  Chapter  1 1 
these  days,  the  bondholders  recover  about  16.5  cents  on  the 
dollar.  Good-bye  to  the  days 
when  recoveries  ran  50  to  70 
cents  on  the  dollar. 

What's  a  bond  investor 
who  wants  to  sleep  nights  to 
do?  One  answer,  detailed  in 
my  Mar.  19  column,  is  taxable 
municipal  bonds.  Here's  an- 
other: enhanced  equipment 
trust  certificates  (EETCs). 

These  securities,  available 
for  the  past  seven  years,  are  mostly  used  by  airlines  to  buy 
planes,  which  are  the  collateral.  Issuers  include  Delta, 
United,  American,  Northwest  Air  and  Continental,  as  well  as 
package  shipper  Federal  Express.  The  carriers  are  updating 
their  fleets  these  days,  so  more  of  these  bonds  (whose  matu- 
rities range  ft"om  7  to  18  years)  will  be  around  for  you. 

Liquidity  is  high  and  yields  are  juicy — 160  to  185  basis 
points  more  than  Treasurys  of  comparable  maturity.  That's 
not  bad,  given  that  the  collateral  is  pretty  solid.  When  an  air- 
line goes  under,  its  fleet  still  has  considerable  value  and  hold- 
ers of  these  certificates  have  first  claim  on  those  assets. 

The  issuers  have  taken  to  slicing  the  collateral  even  finer 
than  this.  There  are  separate  "tranches"  of  credit  standing 
for  the  EETCs  covering  one  airline  fleet,  giving  a  pecking 
order  to  certificate  holders  in  the  event  of  financial  trouble. 
Indeed,  the  "enhanced"  in  the  name  is  a  reference  to  this 
credit  slicing. 

You  can  buy  the  United  Airlines  EETC  with  a  coupon  of 
7.2%,  due  April  201 1,  Class  A-2  tranche,  rated  AAA  by 
Standard  &  Poor's  at  98.5,  yielding  7.4%  to  maturity.  Con- 
trast that  to  an  unsecured  issue  with  roughly  the  same  ma- 
turity: the  UAL  9. 1%  due  January  201 1 ,  rated  BB-l-  by  S&P  on 
credit  watch  for  a  downgrade.  It's  priced  at  98  to  yield  9.4% 
to  maturity. 

The  prospectus  spells  out  a  lot  about  the  aircraft  that  the 
bond  proceeds  will  finance:  the  number  and  description  of 


For  safety  and  nice 

yields,  bonds  that 

are  issued  to  buy 

jetliners  are  good 

Ma 

in  a  stormy  time. 

the  planes,  projections  of  their  annual  depreciation  r 
and — most  important — loan-to-value  ratios  obtained  fr 
independent  appraisals.  The  ratios  are  used  to  subdivide 
bonds  into  the  credit  tranches.  The  Class  A  certificates, 
example,  have  conservative  loan-to-value  ratios,  gener 
from  40%  to  45%,  meaning  that  the  amount  of  debt  at 
seniority  or  higher  is  45%  of  the  appraised  value.  The  lo\ 
tranche.  Class  C,  wifl  have  a  loan-to-value  ratio  betw 
60%  and  70%.  That's  not  too  bad,  considering  that  bank 

tomobile  loans  can  start  ot 
90%  or  more. 

So  much  for  credit  qua 
The  other  issue  for  bo 
holders  is  rate  risk — especi 
the  risk  that  bonds  will 
called  in  prematurely  if  I 
works  to  the  issuer's  adv 
tage.  The  airplane  bonds  cc 
in  several  varieties.  There 
sinking  fund  versions, 
which  a  percentage  of  the  outstanding  amount  is  ret 
every  year,  callable  bonds  (retired  early  at  the  option  of 
issuer)  and  noncaUable  bonds  (called  "bullets"). 

I  prefer  the  noncallable  intermediate-term  maturi 
With  bullet  bonds,  you  know  when  you  are  getting  \ 
money  back,  so  they  are  easier  to  evaluate.  Sinkers 
callables  may  offer  higher  yields  than  bullets,  but  the  ris 
getting  your  money  back  at  an  inopportune  time  may 
be  worth  the  meager  additional  yield. 

Sinking  fund  EETCs  can  be  tricky  to  evaluate;  buy  t 
only  if  they  outyield  the  bullet  bonds  by  10  to  15  basis  pc 
or  more.  You  get  a  portion  of  your  principal  returned 
cording  to  the  sinking  fund  schedule.  You  need  to  figure 
into  your  yield  calculations;  the  fraction  of  the  bonds 
can  be  taken  away  varies  from  less  than  1%  to  15%  ol 
outstanding  issue. 

If  you're  really  safety- minded,  you  can  buy  insured 
bonds.  The  same  is  true  for  them  as  for  other  kinds  of  is 
They  pay  a  lower  yield,  often  15  to  20  basis  points  less 
the  airline  certificates,  MBIA  and  Ambac  provide  covera 
A  word  of  caution  on  buying  insured  issues  tho 
whether  munis  or  EETCs.  Make  sure  they  are  covered  b> 
ferent  organizations.  An  all-Ambac  or  all-MBIA  insi 
bond  portfolio  defeats  the  purpose  of  diversification 

We  are  m  a  very  difficult  credit  environment;  EETC 
one  welcome  solution. 


InVlfhl^C  I  '^<>i'i'y"  Cohen  Is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles  fixed  income  money  manager. 
I  Find  past  columns  at  www.forbes.com/cohen. 
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3: 


FERRARI  F50  $775,000 

I  with  black  leather  and  red  inserts.  Only  146  original  miles.  Full  service 
pntly  performed  by  authorized  dealer.  100%  perfect,  as  new  condition.  Comes 
hplete  with  all  the  original  F50  goodies:  F50  photo  album,  books,  tools,  lug- 
[e,  special  driving  shoes,  the  works!  Luxury  tax  paid         Rosemont,  PA 


2001  BMW  M-3  $63,900 

Bright  red  with  gray  interior.  Comes  with  luxury  package,  CD  changer,  Zenon  head- 
lamps. The  automotive  enthusiasts  have  been  waiting  for  this  land  rocket  and 
now  it's  here.  Pompano  Beach,  FL 


)1  PANOZ  ESPERANTE  $79,868 

/  in  stock.  Be  among  the  first  to  take  delivery  of  this  exciting  new  sports  car. 
are  now  accepting  orders  for  early  delivery.  Soon  to  be  a  sell  out.  Nationwide 
I yery  available.  Carmel,  IN 


1  PORSCHE  911  (996)  TWIN  TURBO  $149,900 

spectacular  example  is  finisned  in  red  and  comes  with  all  the  luxury  ameni- 
including  Tiptronic  S  transmission,  lumbar  support,  supple  leather,  headrest 
s,  caps  and  much  more.  New  York,  NY 


2001  LAMBORGHINI  DIABLO  6.0  $299,000 

Yellow  with  black  interior,  top  of  the  line  $30,000  upgraded  stereo  system  that 
includes  a  rear  wing  video  camera  with  GPS  Navigation  system.  Truly  the  most  exot- 
ic car  ever  produced.  Save  thousands  in  luxury  tax.  Remainder  of  warranty 

Chicago,  IL 


2000  ROLLS-ROYCE  SILVER  SERAPH  $225,995 

Black  w/  Tan  int.  1 2  Cylinder  300mi.  Black  over  autumn  tan  hides,  special  steer- 
ing wheel,  sunroof,  veneered  door  panels,  2nd  phone  for  rear  passengers. 

Los  Angeles,  CA 


I 


Search,  find  and  buy  luxury  vehicles  at 
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By  Marc  Robins 


TOMORROW'S  BLUE  CHIPS  TODAY 


SMALL-COMPANY  STOCKS  ARE  NOBODY'S  IDEA  OF  A 
refuge  lately.  The  small-stock  Russell  2000  index  is 
down  18%  from  its  spring  2000  peak,  while  the 
large-company  S&P  500  is  off  16%.  The  difference 
is  that  choosing  the  right  small  stock  can  increase 
your  portfolio  returns  astronomically.  For  a  large  company, 
midteen  growth  is  cause  for  celebration.  I  think  small  stocks 
are  worth  the  risk.  This  is  your  chance  to  buy  cheaply  what 
you  feel  will  be  stellar  performers  when  the  current  bear 
market  is  just  a  bad  memory. 

A  year  ago  my  Portland, 
Ore.  investment  research  firm 
entertained  visits  from  117 
companies  that  had  stories  to 
tell.  Before  the  year  was  out  we 
initiated  coverage  of  40  of 
them.  These  stocks  run  the 
gamut  from  consumer  goods 
to  financial  services.  A  num- 
ber of  them  use  innovative 
technology.  Here's  a  selection  of  the  the  best: 

II-VI  (15,  irvi),  pronounced  "^vvo-six,"  makes  compo- 
nents for  lasers.  One  of  these  components  is  zinc  selenide 
crystals,  which  are  used  to  make  optics  that  redirect  laser 
beams  in  carbon  dioxide  laser  systems,  a  workhorse  light 
source  capable  of  cutting  everything  ft-om  flesh  to  metal. 
These  lasers  are  used  for  industrial  applications  like  cutting 
fabric  or  welding  metal. 

II-VI  recendy  bought  rival  Laser  Power,  bolstering  its  line 
of  components  for  carbon  dioxide  laser  systems,  which  use 
infrared  light.  The  acquisition  also  gave  the  company  a  good 
business  supplying  the  military  with  parts  for  missile  guid- 
ance and  infrared  imaging  devices,  like  night-vision  systems. 

At  $15,  II-Vl's  shares  go  for  a  high  22.5  times  trailing  earn- 
ings. But  we  expect  earnings  per  share  to  grow  29%,  to  72 
cents,  this  year,  so  you  are  paying  only  21  times  current-year 
net — a  reasonable  value  for  a  sexy  tech  firm. 

Excel  Technology  (21,  XLTC)  is  another  laser  outfit.  Excel 
makes  the  components  that  steer  the  laser  beam  toward  its 
target;  the  company  specializes  in  industrial  applications.  So 
when  an  auto  parts  manufacturer  needs  to  mark  a  carbure- 
tor, showing  who  manufactured  it  and  its  lot  number,  Excel 
makes  that  possible.  The  same  goes  for  drilling  an  extremely 
small  and  precisely  rounded  hole  in  metal. 

Excel  has  racked  up  a  decent  record  since  1998,  but  the 
flagging  industrial  sector  has  left  this  year's  first  quarter  a  lit- 


Both  small  and  big 
caps  bave  taken 
bits.  But  small  caps 
offer  mucb  more 
promise.  ^ 


tie  disappointing.  Earnings  were  off  7  cents  from  the  cc 
parable  2000  period's  32-cent  showing.  Still,  we  think 
company  will  find  enough  business  to  end  up  this  y 
matching  full-year  2000's  $1.30  earnings  per  share.  It 
other  pluses:  $2  per  share  in  cash  and  no  debt. 

PCTEL  (10,  PCTI)  makes  software  modems  that 
smaller  (about  half  the  size  of  a  business  card)  and  chea 
than  hardware  modems.  With  half  the  global  marke 
software  modem  technology,  PCTEL  makes  the  chips  ; 

the  software  for  the  mode 
which  are  bundled  i 
motherboards  and  sold  tc 
manufacturers. 

In  the  past  you  neede 
freestanding  modem  to 
cess  the  Internet  from  y 
personal  computer.  PCTE 
riding  the  trend  to  em 
this  function  within  the  | 
of  the  computer.  You  p 
your  phone  jack  into  the  PC  and  PCTEL  software  guides 
onto  the  Web.  Typical  hardware  modems  have  gross  pi 
margins  of  20%  to  35%.  Last  year  PCTEL's  profit  marj 
were  45%. 

The  current  PC  slump  has  hurt  the  company — in  the 
two  quarters  it  was  in  the  red.  Its  stock  has  tumbled  fi 
$98  in  early  2000.  Regardless,  this  is  a  temporary  state  o: 
fairs.  Apart  from  its  strength  in  software  modems,  PCTEL 
enormous  prospects  for  Solsis,  its  modem  for  set-top  bi 
that  provide  Internet  access  for  television.  We  expect  Sc 
share  of  the  company's  revenue  to  balloon  from  aln 
nothing  to  20%  by  year's  end.  Look  for  earnings  per  sh 
57  cents  last  year,  to  reach  only  18  cents  this  year,  bu 
move  up  to  40  cents  in  2002. 

Unlike  the  other  three  companies  here,  Carbo  Cera 
(42,  CRR)  has  had  a  robustly  performing  stock  because 
in  energy  production.  It  makes  tiny  ceramic  pellets  thai 
pumped  into  the  rock  surrounding  wells  to  open  crack 
oil  and  gas  to  flow. 

Known  as  proppants,  these  things  work  wonderful] 
the  deep  wells  that  drillers  must  sink  nowadays.  The  p 
sure  at  10,000  feet  below  the  earth's  surface  often  cru 
traditional  sand  proppants.  Carbo's  shares,  while  up  ( 
third  from  last  spring,  change  hands  at  28  times  this  y< 
earnings.  That  compares  with  a  forward  P/E  average  o 
for  the  oil  service  sector. 


HForbes 


Marc  Robins  is  editor-in-chief  of  RedChip.com,  an  investment  advisory  service  on  small-  and  micro-cap  stocks. 
Find  past  columns  at  www.forbes.com/robins. 
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Today's  business  leaders  devote  an  increasing 
portion  of  their  business  day  searching  the  web 
to  help  them  make  better  business  decisions.  In 
fact,  top  managers  use  the  web  at  twice  the  rate 
of  the  general  online  population.* 
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But  the  immensity  of  the  Web  creates  the  need  for 
an  editorial  voice  they  know  and  trust. 
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They  know  and  trust  Forbes.com  to  provide  the 
uncompromising  insight,  concise  analysis  and  pointed 
perspective  they  need  to  succeed. 
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;wer  was  to  present  new  data  to  an 
\  advisory  panel;  the  FDA  is  slated  to 
e  on  the  drug  in  July,  and  Brewer 
pes  to  lift  Scios  out  of  its  funk.  "I'd 
her  go  down  in  a  ball  of  fire  than 
•vive  another  rejection,"  says  Brewer, 
lO  had  the  top  marketing  job  at 
nentech  before  joining  Scios  in  1998. 
Natrecor's  chances  of  clearing  the 
\  look  good,  and  it  could  become  the 
;t  new  drug  in  over  a  decade  to  treat 
pte  heart  failure.  Five  miUion  people 
the  U.S.  have  congestive  heart  failure, 
i  their  ranks  are  growing  5%  to  10% 
:ar,  prompting  some  scientists  to  call 
disease  an  epidemic.  The  disease  is 
rked  by  high  blood  pressure, 
gged  arteries  and  susceptibility  to 
irt  attacks.  Half  of  patients  die 
hin  five  years. 

In  one-fifth  of  cases  the  symptoms 
n  acute  for  intense,  short  spells,  re- 
ring  hospitalization.  During  these 
den  episodes  an  already  overtaxed 


from  the  lungs  by  dilating  vessels  con- 
necting the  heart  to  the  lungs  and  the 
body's  central  arteries. 

The  hitch:  Natrecor  could  end  up 
costing  $500  a  day  for  a  few  days.  Even 
if  Natrecor  wins  FDA  blessing,  insurers 
might  balk  at  the  cost.  Scios  hopes  to 
prove  that  costs  can  be  reduced  due  to  a 
shorter  stay  in  the  emergency  room. 

Still,  high  hopes  for  Natrecor  have 
sent  Scios'  shares  up  more  than  fivefold 
in  the  past  year  to  $26,  a  ten-year  high. 
Scios  has  squeaked  by  selling  antipsy- 
chotic drugs  licensed  from  SmithKline 
Beecham.  Natrecor  could  surpass  $200 
million  in  sales  by  2004,  says  Lehman 
Brothers  analyst  Rachel  Leheny.  She  ar- 
gues the  stock  could  hit  $38. 

But  getting  here  has  been  tortuous. 
Scios  was  formed  in  1981  to  focus  on 
the  role  of  proteins  in  cardiovascular 
disease.  In  the  late  1980s  Japanese  sci- 
entists were  first  to  isolate  a  hormone  in 
pigs  called  B-type  natriuretic  peptide. 


\ll  OF  FIRE  THAN  SURVIVE  ANOTHER  REJECTION.' 


irt  fails  to  pump  robustly  enough, 
ising  the  lung  tissues  to  fill  up  with 
od.  Victims  gasp  for  air;  their  hands 
1  feet  swell  grotesquely. 
Hospitals  can  stabilize  patients 
ng  cheap  and  outdated  drugs:  di- 
tics  such  as  Lasix,  which  increases 
d  outflow;  vasodilators  such  as  ni- 
glycerin  to  dilate  blood  vessels;  and 
tropes  such  as  dobutamine,  which 
s  up  the  heart.  Most  have  serious 
wbacks.  Dobutamine  can  provoke 
;gular  heartbeats.  Nitroglycerin  can 
'er  blood  pressure. 
Finding  a  better  therapy  has  been 
icult.  Actelion,  Glaxo  Wellcome  and 
)ott  Laboratories  have  had  serious 
Jacks.  Natrecor's  clear  edge  is  that,  in 
lical  trials,  it  restored  patients' 
athing  far  faster  than  nitroglycerin, 
hout  as  steep  a  drop  in  blood  pres- 
It  is  made  from  a  hormone  found 
the  heart  and  drains  excess  fluid 

ie  red:  Scios  Chief  Richard  Brewer. 


or  BNP,  secreted  in  the  heart's  ventricles 
in  response  to  fluid  overload.  BNP  de- 
rails a  chain  reaction  of  several  other 
hormones  that  constrict  blood  vessels. 
This  relieves  pressure  on  the  heart.  BNP 
also  sends  a  signal  to  the  kidneys  to 
eliminate  salt  and  water. 

In  1988  Scios  isolated  human  BNP 
and  cloned  it  as  a  potential  heart  drug. 
Patients  with  heart  failure  already  have 
abnormally  high  BNP  levels — 28  times 
higher— a  sign  the  body  is  working 
overtime  to  drain  fluids.  Scios  scientists 
figured  that  injections  of  BNP  can  raise 
its  levels  an  extra  three-  to  fivefold  and 
might  restore  normal  heart  function. 
After  six  years  of  preclinical  testing, 
Scios  started  human  trials  in  1994. 

The  pipeline  began  to  show 
promise,  but  in  1997  Scios  had  to  halt 
trials  of  Auriculin,  a  drug  for  kidney 
failure,  when  it  failed  in  late-stage  test- 
ing. In  1998  it  dumped  Fiblast,  a  stroke 
drug  that  was  ineffective.  Scios  shares 
dropped  from  $12  to  $5. 


Some  shareholders  tried  to  force  a 
sale,  and  the  board  responded  by  oust- 
ing chief  Richard  Casey  and  hiring 
Brewer  from  Genentech.  One  of  his 
first  acts:  to  dump  or  license  nearly  all 
of  Scios'  development  portfolio,  which 
had  too  many  unpromising  drugs. 

He  focused  on  Natrecor.  Trials  had 
been  completed  on  500  patients,  show- 
ing that  the  drug  improved  breathing  in 
57%  of  them  compared  with  12%  on  a 
placebo.  Brewer  and  his  team  presented 
the  results  to  an  FDA  advisory  panel, 
which  voted  narrowly  in  favor  of  ap- 
proval. Hopes  were  rising. 

But  in  April  1999  the  FDA  unex- 
pectedly rejected  the  panel's  recom- 
mendation and  turned  down  Natrecor. 
The  stock  fell  60%  in  one  day.  Scios 
must  be  jinxed,  Brewer  thought.  His 
son  called  from  Louisiana  and  joked 
that  he  should  hire  a  voodoo  priest  to 
exorcise  the  evil  spirits.  Bayer,  which 
had  paid  Scios  $60  million  to  develop 
Natrecor,  canceled  its  mar- 
keting deal. 

The  FDA  fretted  that  up  to 
14%  of  trial  patients  had  ex- 
perienced dizziness  because  of  a  slight 
drop  in  blood  pressure.  And  although 
the  FDA  had  originally  agreed  that 
Scios  could  exclude  heart-attack  vic- 
tims in  the  trials,  the  agency  now 
wanted  to  make  sure  those  patients, 
too,  were  safe  on  Natrecor.  The  FDA 
also  wanted  Scios  to  compare  Natrecor 
to  nitroglycerin. 

The  second  500-patient  trial  ended 
last  July,  and  Scios  unveiled  the  results 
four  months  later  at  an  American  Heart 
Association  conference.  Finally,  a  tri- 
umph: Within  15  minutes  patients' 
lungs  were  starting  to  clear,  while  nitro- 
glycerin took  two  hours.  Only  4%  had  a 
drop  in  blood  pressure,  and  it  was  tiny, 
versus  5%  for  nitro. 

Scios'  biggest  hurdle  now  is  to 
counter  charges  that  it  is  too  pricey.  A 
study  aimed  at  assessing  cost  advan- 
tages could  be  complete  by  September. 
Recently,  Brewer's  son  gave  him  a  small 
plastic  pig  with  wings.  Miracles  can 
happen,  even  if  they  take  20  years.  F 
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THERE  ARE  SAILORS  WHO  LIKE  TO  GO  FAST,  PERIOD.  THEY 
buy  boats  that  look  as  if  they  were  extruded  from  the 
same  hunk  of  plastic  and  gather  at  events  like  Antigua 
Sailing  Week  to  brag  about  how  they've  cut  a  few  pounds  out 
of  their  rig  by  switching  to  carbon-fiber  composites  from 
aluminum. 

Then  there  are  sailors  who  like  to  go  fast  in  style.  They 
meet  the  week  before  Sailing  Week  at  the  Antigua  Classic 
Yacht  Regatta.  The  racing  is  just  as  spirited,  but  bragging 
rights  ultimately  go  to  the  boat  with  the  prettiest  lines,  not 
the  fastest  record. 

"Modern  regattas  are  anathema  to  Classic  racers,"  sniffs 
Elizabeth  Meyer,  who  spent  much  of  her  fortune  on  a  $9.5 
million  restoration  of  the  130-foot  J-boat  Endeavour,  before 
selling  her  to  Tyco  International  Chairman  Dennis  Koz- 
lowski  in  1999.  "What  we  like  to  do  is  admire  each  other's 
boats  and  say,  'Where  did  you  get  that  wood?' " 

The  Classic  draws  yachtsmen  like  Kozlowski  and  Ronald 
de  Waal,  the  Dutch-born  vice  chairman  of  Saks  who  owns 
the  equally  heart-knocking  J-boat  Velsheda.  These  sailors  are 
competitive,  but  not  so  competitive  that  they  are  willing  to 
forgo  the  pleasure  of  riding  on  some  of  the  world's  most 
beautiful — and  powerful — racing  boats. 


Wet  ride:  Tyco  International  Chairman  Dennis  Kozlowski  drives  Endeavour  in  a  stiff  Caribbean  breeze. 


The  J-boats,  for  example,  were  built  to  compete  in  t' 
America's  Cup  and  Big  Class  Circuit  regattas  off  the  coast 
England  in  the  1930s.  Only  three  survived  the  scrapyard,  a: 
the  boats  are  excessive  in  every  way.  Velsheda  can  put  up  an  i 
credible  9,000  square  feet  of  sail,  more  than  twice  as  much 
modern  Cup  boats,  and  accelerate  to  13  knots  in  a  heartbe 

"She's  the  ultimate  racing  machine,"  says  de  Waal  of  ' 
meticulously  restored  yacht,  which  requires  a  crew  of  20  ji 

"In  the  right  conditions  we  still  blow 
right  past  the  newer  boats."  

to  handle  the  sails.  "She  has  unbelievable  power  and  unl 
lievable  speed."  Kozlowski  is  equally  passionate  about  I 
deavour,  which  costs  him  about  $700,000  a  year  to  mainta 
Like  a  teenager  still  excited  about  his  new  hot  rod,  the  I 
year-old  executive  boasts  about  Endeavour's  tendency 
thrust  her  knifelike  bow  almost  completely  out  of  the  wa 
"She'll  get  air,"  he  confides  about  the  unsuccessful  challeni 
for  the  America's  Cup  in  1934. 

After  three  days  in  8-foot  Caribbean  waves,  crew  ma 
bers  have  a  less  flattering  < 
scription  of  Endeavour:  " 
blue  submarine."  As  her  1 
ton  hull  moves  through  the : 
she  tends  to  hunker  down, 
lowing  large  waves  to  roll  c 
her  decks.  Everyone  aboar 
subjected  to  periodic  blast: 
spray,  and  the  crew  memh 
who  have  to  work  on  the 
ward  side  spend  half  their  ti 
up  to  their  waists  in  water. 

Most  of  the  yachts  at 
Classic  have  racing  pedigree 
illustrious  as  the  two  Js'.  Tic 
deroga,  for  example,  is  a  72-i 
wooden  ketch  designed 
famed  naval  architect  Frai 
Herreshoff  as  an  elegant  far 
daysailer.  Launched  in  IS 
she  soon  displayed  scorch 
speed  and  wound  up  sett 
records  well  into  the  1960s 
eluding  one  for  a  1964  pas: 
from  Los  Angeles  to  Tahiti 
stood  for  30  years. 

"Big  Ti,"  as  she's  lovir 
known  by  sailors  around 
world,  is  now  in  the  hands  c 
Scott  Frantz,  a  40-year- 
president  of  a  Greenw 
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Conn,  private  equity  firm.  With  a  bois- 
terous crew  that  included  his  barber 
from  Connecticut,  an  architect,  and  ven- 
ture capitalist  Edward  Anderson,  Frantz 
got  a  taste  of  bygone  glory  as  he  surfed 
the  wooden  yacht  down  the  face  of  bril- 
liant Caribbean  rollers  in  the  last  race  of 
the  regatta  to  beat  Belle  Aventure,  an  84- 
foot  Fife  ketch  built  in  1929. 

"Modern  yachts  just  don't  share  that 
beauty  and  tradition  that  makes  you 
swell  up  and  feel  proud,"  says  Frantz.  "If 
they  went  95  miles  an  hour  I  might 
think  about  trading  up,  but  in  the  right 
conditions  we  still  blow  right  past  the 
newer  boats." 

The  races  are  over  by  3  p.m.  or  so, 
leaving  owners  and  crew  to  mingle  and 
socialize.  The  owners  of  Belle  Aventure 
pull  out  big  speakers  on  the  last  night  to 
blast  disco  music  across  Falmouth  Har- 
bour. Circulating  everywhere  are  profes- 
sional crewmen  and  women — nearly  all 
of  whom  seem  to  have  blond  hair,  flaw- 
less physiques  and  charming  New 
Zealand  accents.  They  are  constantly  on 
the  prowl  for  a  better  berth. 

Classic  yachts  used  to  race  on  the 
same  course  as  modern  boats  until  their 
size  and  lack  of  maneuverability  led  to 
some  serious  accidents.  In  one  widely  re- 
ported incident,  venture  capitalist 
Thomas  Perkins  was  fined  by  a  French 
court  in  1996  after  his  143-foot  Her- 
reshoff  schooner  collided  with  a  smaller 
boat  at  the  La  Nioulargue  Regatta  in  St. 
Tropez,  killing  one. 

The  Antigua  Yacht  Club  split  off  the 
classics  long  before  the  La  Nioulargue 
tragedy  and  has  laid  down  rules  that  dis- 
courage the  sort  of  vigorous  maneuvers 
and  confrontations  that  mark  modern 
yacht  racing.  "It's  competitive,  but  we 
don't  punch  holes  in  each  other's  boats,"  says  Frantz. 

While  it  doesn't  garner  as  much  attention  as  modern 
events  such  as  the  Volvo  Ocean  Race,  classic  yacht  racing  is 
good  for  promotional  opportunities.  Prada,  the  Italian  fash- 
ion house,  is  sponsoring  a  European  series  of  classic  regattas 
this  summer.  Not  to  be  outdone,  Louis  Vuitton  is  sponsoring 
the  150th  anniversary  of  the  America's  Cup  in  Cowes,  Eng- 
land, which  will  draw  most  of  the  Cup  boats  still  in  existence. 

Unfortunately,  there's  a  limited  supply  of  classic  yachts 
around.  Leave  it  to  Boston  real  estate  developer  Donald 
Tofias  to  fill  the  gap.  Tofias  showed  up  at  the  Antigua  Classic 
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with  White  Wings  and  Wild  Horses,  identical  76-foot  yachll 
built  out  of  modern  materials  but  with  the  classic  lines — an 
wet  ride — of  a  1930s  racer.  Dubbed  the  "W"  class  in  honor  cl 
their  designer,  the  late  Joel  White  (son  of  author  E.B.  White 
Tofias'  $3  million  yachts  are  aimed  at  sailors  like  Frantz  an| 
Kozlowski  who  just  can't  stomach  modern  designs. 

So  far  Tofias  has  sold  only  one  boat — a  46-footer  to  Frec| 
erick  Bourke,  founder  of  the  leather  goods  brand  Dooney  i 
Bourke.  But  he's  got  plans  for  a  130-footer  aimed  at  woulcl 
be  Kozlowskis.  "My  customers  aren't  buying  a  boat,"  he  sayil 
"They're  buying  the  great  tradition  of  yachting."  j| 


Skip  annoying  commercials. 


Record  up  to  35  hours  of  TV, 


Pause  live  TV. 


(As  if  you  needed  any  more  reasons 
to  dump  your  cable  company.) 


Advertisement 


BusinessClassified 


Online  Education 


Become  A 
Financial  Planner 


The  Financial  Planning  profession 
is  expected  to  grow  by  more  than 
36%  over  the  next  10  years  Kaplan 
College  is  a  regionally  accredited 
institution  offering  an  Online 
Certificate  Program. 

•  24/7  worldwide  accessibility 

•  Interactive,  self-paced  study 

•  Renowned  faculty 

•  Financing  options  available 


For  a  catalog  call:  877-758-6855 


Kaplan 

5t^^»'gX^j^  inf())p(^kaplarKoli('ge  edii 
*^co*^X  Knpl^ii  College  ii  J 
Knpl.iii.  Iru.AV.ishifiginn  /'mf  Canipmn 


Leg^l  Services 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 561-627-71 10 


Domain  Registration 


FREE 

Dot  BIZ   Dot  INFO 
With  Each  Dot  Com 
Registration  Or  Transfer. 
WWW.1  dni.net 
877-236-6638 


Luxury  Yachtin 

g 

Rent  A  Greek 
Cruising  Palace 

And  sail 
among  the 
4,000  Greek 
islands 


BTAhUSHfD  In  196y 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT.  YOUR  OWN  SCENERY.  YOUR  OWN  ISLAND! 

Charter  .i  motor  yacht,  motor  sailer  or  Siiiling  )aclu  (tor  6  ro  W  i;iiests. 
from  50'  to  200'  and  $:'00  to  S20.000  ix-r  day  for  entire  sacht  with 
its  full  crevv).from  VALEF  YACHTS,  aijents  for  the  laruest  fleet 
of  crcwed  yachts  tor  cliarter  in  (jreeee. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 
BUT 

•  ^'ou  can  plan  your  own  itinerary  \\  ith  your  own  captain 
•  "^bur  f(KKl  with  your  ow  n  chef 
,  ,    •  Your  drinks  with  your  own  steward,  or  leave  it  up  to  thein 
v"  to. .  .pamper  vou. 

VALEF  YACHTS  LTD 

Intematioreil  Headi^iuincrs:  ^2=)4  Fir  Rd..  P.O.B.  ^Sx  Ambler.  PA  19002  U.S.A. 
Tel:  (2 1 5)  6-i  1-162  i  •(21'))  (vi l-0i2.i  •  (800)  223-.vS-i=)  •  F.cv;  (2 15)  (>l  1  - 1"  l6 
U-mml:  VALKI'(n  ix.netcom.com  •  Wekite:  VALEF'^'ACMTS.com 


Financial  Services 


NEED  CASH??? 


Blue  Ribbon  Finance  specializes  in  fielping 

companies  witfi: 
$  Business  Loans    $  Factoring  of  Invoices 
$  A/R  Financing      $  Equipment  Leasing 
$  Lines  of  Credit      $  SBA  Loan  Preparation 


US,  U.K.  &  France 


(510)  614-7070     (800)  884-6685 


www.increasecashflow.com 


GQUIUO 


never  limit  your  options 


www.equilio.comt 


Small  Space= 

BIG  BUSINESS 

A(jvertise  in  Forbes 
Business  Classified  Gall: 
Metdia  Options 


1-800-442-6441 


Charge  your  ad. 


31  Pi^ 

Forbes  Subscriber  Service... to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 
For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section  contact: 
Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


>'       JtlB'JSiness  Opportunities 


e-incorporate.c6m 


•  Registered  agent  services 
•U.S.  banl<  accounts  opened 
•Nominee  director  services 
Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


Legally  &.  Ediically 


Own YOUR  Own 
OFFSHORE  BANK 
FREE  Report 
800-733-2191 


Arrange 

equipment  leases  •  Factohi^  •  Business 
loans  of  ALL  types  •  No  experience  needed. 

SEE  FOR  YOURSELF! 
Visit  us  at  www.viewTLCcom  where  making 
nuHtey  is  as  easy  as  receiving  your  E-mail! 
RECEIVE  A  COLOR  INFO  KIT 
AND  FKEE  VIDEO  SEMINAR 
The  Loan  Consultants,  Inc. 
nnce  1983 


CALL 
8  00-336-3933 


Buying  or  Selling??? 

Businesses  and  franchises. 
Distributorships  and  Licenses. 
All  types,  prices,  terms, 
locations. 
ABC  719-540-2200 
bizsale.com 
or  see  franchise-for-sale.com 


Established  Private  Company 

lool<ing  for  an  "exit  strategy" 
by  going  public,  with  minimum 
3-5  year  solid  operating  history, 
could  possibly  be  an  acquisition  candidate 
by  an  existing  publicly  traded  company. 
Forward  details/business  plan  and  contact 

information  to: 
P.O.  Box  996,  Palm  Beach,  Florida  33480 


Charge  your  ad. 


CONSULTANTS 

1  ■ 
1  1 

1 

Ex-lawyer  needs  associates  to  offer 
unique  financial  sen/ices  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand-  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity,  if  vou'rc  loolcing  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  lct"s  talk.  Investment 
required. 


Call  1-800-675-6144 


S  OVER  THREE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Mapr  Manufacturing  to  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1-8aO-999-SALE • 1-972-980-9969 
www.gwbs.com 
GREAT  WESTERN  BUSINESS  SERVICES,  INC 


NATIONWIDE 


Owner  Retiring! 


Small  Canadian  Manufacturing  Business 
for  Sale.  Would  be  of  interest 
to  a  company  in  the  school 
equipment  area.  Established  dealers 
in  all  States.  Sales  $6ni  potential  to  $15m 
Plione  705-327-0974 


Buy  Foreclosed  Property. 

Use  OUR  Money,  Split  Big  Profits. 
Complete  Training.  Call  tor  Free 
Information  Package. 
800-995- 0049  Ext.  7675 


National  Teen  Cosmetics  Mfr. 

seeks  Investors  or  jV  Partner  with 
$3  million  to  continue  growth  &■ 
build  profits  in  US  &  Int'l  markets 
Serious  inquiries  only. 
562-906-3084  or 
E-Mail  to  Dexter@ferity.com 
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proiitsT 

We  create,  print  &  mail  full 
color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more  — 
starting  at  only  *95,  we  can't 
be  beat.  Just  send  us  your 
photo,  message,  logo  &  miiiling 
list  —  we  do  the  rest! 


FKEE  SAMZLES 

Visil;  our  website  or  call  EOW 
£or  your  postcard  kit! 


1-800-959-8365 

modernpostcard.com 


Online  Casinos 


CASINO  WEBSITES 


Biggest  Profits  on  Internet! 
Licensed.  Fully  Managed. 
19K.  Guaranteed  Profits! 


877-685-1955 


Forbes  Subscriber  Service... to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 
For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section  contact: 
Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


I       hose  of  us  enjoying  middle  age  (57  by  my  definition)  can  look  forward  with  ever-greater 
I       joy  and  comfort  to  the  decades  ahead,  according  to  Alex  Comfort,  the  gerontologist  who 
authored  those  bestsellers  The  Joy  of  Sex  and  More  Joy  of  Sex.  His  new  book  is  entitled 
A  Good  Age.  Author  Comfort  exhorts  Over-65ers  to  ruthlessly  reject  any  indulgent  deference 
by  younger  generations.  As  for  taking  it  easy,  he  observes:  "Leisure  is  a  con";  as  for  retirement,  he 
suggests:  "Two  weeks  is  about  the  ideal  length  of  time."  — MALCOLM  S.  FORBES  ( 1977) 


If  I  am  doing  nothing  I  like  to  be 
doing  nothing  to  some  purpose. 
That  is  what  leisure  means. 

—ALAN  BENNETT 


I  have  long  been  of  the  opinion 
that  if  work  were  such  a  splendid  thing 
the  rich  would  have  kept  more  of  it 
for  themselves. 

—BRUCE  GROCOTT 


Expect  poison  from  the  standing  water. 

—WILLIAM  BLAKE 


Rust  wastes  more  than  use. 

—FRENCH  PROVERB 


Idleness,  like  kisses,  to  be  sweet 
must  be  stolen. 

—JEROME  K.  JEROME 


The  hardest  work  is  to  go  idle. 

—YIDDISH  PROVERB 


The  devil  tempts  all  other  men, 
but  idle  men  tempt  the  devil. 

—TURKISH  PROVERB 


You  must  have  been  warned  against 
letting  the  golden  hours  slip  by. 
Yes,  but  some  of  them  are  golden 
only  because  we  let  them  slip. 

— J.M.  BARRIE 


Idleness  is  only  a  coarse  name  for  my 
infinite  capacity  for  living  in  the  present 
—CYRIL  CONNOLLY 


Idleness  is  an  appendix  to  nobility. 

—ROBERT  BURTON 


Sometimes  I  think  that  idlers  seem 
to  be  a  special  class  for  whom  nothing 
can  be  planned,  plead  as  one  will  with 
them — their  only  contribution  to  the 
human  family  is  to  warm  a  seat 
at  the  common  table. 

— R  SCOTT  FITZGERALD 


What  is  this  life  if  full  of  care, 

We  have  no  time  to  stand  and  stare? 

— W.H.  DAVIES 


It  is  in  our  idleness,  in  our  dreams, 
that  the  submerged  truth  sometimes 
comes  to  the  top.  ' 

—VIRGINIA  wool 


Far  from  idleness  being  the  root  of  all 
evil,  it  is  rather  the  only  true  good. 

— SOREN  KIERKEGAAl 


How  many  inner  resources  one  needs  ( 
tolerate  a  life  of  leisure  without  fatiguQ 
—NATALIE  CLIFFORD  BARN; 


He  enjoys  true  leisure  who  has  time 
to  improve  his  soul's  estate. 

—HENRY  DAVID  THORE^ 


A  Text. 


I 


Now  he  that planteth  and  he  thai  J 
watereth  are  one:  and  every  man 
shall  receive  his  own  reward 
according  to  his  own  labor. 

—I  CORINTHIANS 

Sent  in  by  John  Giba,  Tequesta,  Fla.  Wh< 
your  favorite  text?  The  Forbes  Book  of  Qufll 
tions:  Thoughts  on  the  Business  of  Life  is  giveul 
senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabeticallll 
subject,  are  available  in  a  900-page,  one-volil 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Thou^l 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship|| 
and  $1  per  item  for  handling  (add  applicable  sales  I 
To  order,  please  call  toll-free,  1-800-875-6556. 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything. 


Shaquille  O'Neal  was  virtually  a  unanimous 
selection  for  Most  Valuable  Player  in  the 
NBA.  But  the  skills  that  nnake  him  dominant  in  his  line 
of  work  don't  ensure  success  in  other  endeavors. 

The  same  applies  to  you.  Whether  you're  the  CEO 
or  COO,  chances  are  your  expertise  does  not  include 
managing  a  complex  Web  operation.  And  if  you're 
head  of  IT,  you  know  you  could  use  a  little  support. 

This  is  where  we  come  in.  We're  Digex,  and  managed 
Web  hosting  is  what  we  do.  In  fact,  Gartner 
Group  just  listed  us  as  a  leader  in  the  industry. 

Our  exclusive  Web  architecture  features 
proven,  engineered  solutions  for  your 


core  infrastructure.  We've  set  the  benchmark  with 
standard  lu  day  installs.  We  also  specialize  in  complex 
solutions  to  address  your  particular  business  needs. 

Our  procedures  for  security,  change  management, 
and  disaster  recovery  have  been  validated  through  an 
Ernst  &  Young  review  which  cleared  the  way  for  us  to 
achieve  SA570  Type  II  recognition.** 

Our  interactive  customer  portal  lets  you  monitor 
your  operations  at  all  times,  and  our  partnership 
with  WorldCom  provides  you  with  a  high-speed 
global  network. 

To  find  out  more,   please  visit  us  at 
digex.com/proven  or  call  1-800-455-2968  ext.  920. 


Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


yf0^  DO  VOU  WANT  AN  SUV  THAT'S  COMFORTABLE? 
'I:^-:     OR  INVIGORATING?  TERRV  DOHERTV  SAVS.  "VESV 


INTRODUCING  THE  ALL-NEW  GMC  EN  VOV. 
THE  NEXT  GENERATION  OF  SUVs.  . 

> 

■:.e_. 

REMARKABLV 
OUIET  CABIN. 

THANKS  TO  TERRV  AND  HIS  TEAM,  ENVOVS  SEAMLESS  BODV-ON-FRAME        .      •  .1 
STRUCTURE  HAS  A  WORLD-CLASS  22.4  HZ  RATING,  ISOLATING  VOU  FROM       ,    ■  ;  .    .  j 
ROAD  NOISE  AND  VIBRATIONS.  TRANSLATION:  OUIET,  SMOOTH  RIDE.        "■■                                    '  -j 

NEXT  GENERATION 
;       ONSTAR'^'  SVSTEM. 

ONSTAR'S  AVAILABLE  SERVICES  LET  VOU  CHECK  E-MAILS,  MAKE      .            >     ■     "     .       .  ' 
RESERVATIONS,  MAKE  PHONE  CALLS,  MONITOR  THE  WEATHER,  AND            .      .                    •  | 
KEEP  UP  WITH  THE  STOCK  MARKET.  ALL  HANDS^FREE'                   ,                          .         •  ;> 

270  HORSEPOWER 
.VORTEC™  420 G. 

ENVOV  POSSESSES  MORE  HORSEPOWER  THAN  ANV  OTHER  MID-SIZE 
SUV  IN  ITS  GLASS,"EVEN  THOSE  WITH  V8  ENGINES.          •  • 
MERGE  INTO  TRAFFIC  AND  THIS  QUIET  ENGINE  KICKS  INTO       .  '        ^  " 
STUNNING  EXHILARATION.  ■ 

FROM  PROFESSIONAL  GRADE  PEOPLE 
COME  PROFESSIONAL  GRADE  SUVS. 

-  v;.  :    ■  :  ■  I 

WE  ARE  PROFESSIONAL  GRADE'.' 

1  8  8  8  -  E  N  V  0  V  4  U    OR   G  M  C  .  .C  0  M  /  E  N  V  0  V         QHSlar  Q^p 
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TEST  YOUR  MARKET  IQ 


WHAT  DOES  THE  T 

STAND  FOR  IN  THE  S&P  500? 

I 


*Since  inceplion  in  1993,  the  SPDR  trust  has  distributed  only  one  capital  gain  of  $.09  in  1996.  For  more  complete  information  and  a  prospl 
tus,  including  potential  risks,  on  SPDRs,"  call  1-800  THE  AMEX  or  visit  www.amex.com.  flead  the  prospectus  carefully  before  you  invf 

SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  that  an  invest! 
shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  resii 

ALPS  Distributors,  Inc..  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Poors,^'  S&P  '  1 
500, "  'Standsrcl  &  Poors  Depositary  Receipts"  and  "SPDRs"  are  trademarks  of  The  McGraw-Hill  Companies.  Inc..  and  have  been  licensed  fori 
by  PDR  Services  LLC  and  The  American  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&P  a  division  of  The  McG  J 
Hill  Companies,  Inc..  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©  2001  The  American  Stock  Exchal 


If  you  said  "and,"  you're 
ready  to  invest  in  Spiders. 


If  you're  looking  at  different  ways  to  invest  in  thie  S&P  500 
Index"  you'd  be  smart  to  weigh  them  against  Spiders. 
Spiders  are  the  best  parts  of  a  stock  and  a  mutual  fund 
combined.  Each  Spider  share  you  buy  is  a  portion  of  the 
whole  basket  of  S&P  500®  stocks,  just  like  a  traditional 
index  fund.  And  with  Spiders,  the  management  fees  and 
capital  gains  taxes  are  very  low*  You  can  buy  and  sell 
them  throughout  the  day  like  a  stock,  paying  ordinary 
brokerage  commissions.  Spiders  are  easy-in-easy-out, 
too;  you  can  sell  anytime  without  a  penalty.  A  stroke  of 
genius,  if  we  do  say  so  ourselves.  Spiders  (SPY)  are 
one  of  100  different  Exchange  Traded  Funds  listed  on 
The  American  Stock  Exchange.  Why  not  collect  all  of  them? 
Talk  to  your  broker  or  financial  advisor.  Or  to  get  more 
details  call  1-800-THE  AMEX  or  visit  www.amex.com. 


Listed  on 
The  American 
Stock  Exchange^ 


when  J.  Y.  Jordan 
takes  on  a  job,  he  sees 
it  through.  From  start 
to  finish.  At  Siebel, 
we  appreciate  his 
dedication  to  doing 
things  right. 
We  make  apphcation 
software  that  lets 
companies  like  GE, 
Charles  Schwab  and 
Ford  Motor  Company 
give  their  customers 
personalized  service. 
We  know  it  works.  We 
know  because  we 
keep  track  of  our  own 
customers  to  make 
sure  theyte  successful. 
No  one  asks  us  to 
do  it.  No  one  has  to. 
It's  our  job. 


Good  service 
is  good  business. 


www.sicbel.com  1-800-356-3321 


YouVe  looking  t 
YouVe  lookih 

We  ca 


Introducing — A  More  Comp 


Investment  Solutions. 

Prudential  understands  that  sound 
investment  choices  can  provide  the 
solid  foundation  you  need  to  help 
create  and  grow  wealth.  We're 
committed  to  helping  investors 
choose  among  a  full  complement  of 
financial  solutions  from  world-class 
investment  managers. 

•  Mutual  funds 

•  Tax-efficient  investments 

•  Variable  annuities 

•  Retirement  plans 

•  CDs  and  money  markets 

With  more  than  $590  billion  in  total  assets 
under  managennent  and  administration, 
Prudential  is  one  of  the  largest  financial 
services  institutions  in  the  world. 


li 
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At  prudential.com.  you  'II  find  everything^ 
need  for  smart  financial  management — fn 
insurance  quotes  and  investment  research 
online  trading. 


Prudential  Financial  is  a  service  mark  of  Prudential,  Nework,  NJ,  and  its  affiliates.  Insurance  prodil 
Tfie  Prudential  Insurance  Company  of  America  at  751  Broad  Street  Newark,  NJ.  Securities  products! 
offered  tfirougfi  Pruco  Securities  Corporation  (member  SIPC),  751  Brood  Street  Newark,  NJ  07102,(1 
Securities  Incorporated,  199  Water  Street  New  York,  NY  10292  (member  SIPC).  All  are  Prudenlid 
Availability  of  disability  income  and  long  term  care  insurance  varies  by  carrier  end  state.  Neither  Pol 
componies  are  tax  advisors.  All  data  as  of  1 2/3 1  /OO.  j 


How  do  you  maintain 
financial  security  over 
the  course  of  a  lifetime? 
At  times  you'll  need  to 
grow  your  assets. 
Other  times  you'll  need 
to  focus  on  protection. 
Prudential  knows  how 
building  wealth  and 
protecting  it  work 
together.  After  all, 
that's  been  our  stock 
in  trade  for  more  than 
125  years.  Today,  we're 
focused  on  combining 
these  two  strengths  into 
one,  more  powerful 
way  to  help  you 
manage  wealth. 


uild  wealth. 
>  protect  it. 

elp  you  do  both 


woach  to  Personal  Wealth  Management. 


rsonalized  Advice. 

tiether  you're  looking  for  new 
sas,  second  opinions  or  fiill-time 
'rtfolio  management,  a  liighly 
illed  Prudential  advisor  can  offer 
?  objective  perspective  you  need 
1  manage  your  assets  effectively 
d  balance  your  need  for  growth 
d  protection. 

tanning  Tools. 

bring  you  all  the  tools  you  need 
plan  and  manage  your  finances. 

Irokerage  services 
lash  management  accounts 
isset  allocation  services 
Professional  portfolio  management 
lull  online  account  management 
nd  planning 

ward-winning  investment  research 
4/7  customer  service 


Protection  Solutions. 

As  one  of  the  world's  leading 
providers  of  insurance,  we're 
committed  to  helping  clients  protect 
their  wealth  from  risk  in  all  its 
forms — from  disability  to  accidents, 
taxes  and  market  volatihty.  We  offer 
a  range  of  risk  protection  products 
that  no  other  company  can  match. 

•  Estate  planning 

•  Life  insurance 

•  Property  and  casualty  insurance 

•  Disability  income  insurance 

•  Long  term  care  insurance 

•  Business  continuation  planning 

•  Guaranteed  products 

For  more  than  a  century,  Prudential  has  been 
a  leader  and  an  innovator  in  the  insurance 
industry.  Today,  we  have  more  than  $1  trillion 
of  life  insurance  in  force. 


Call  for  our 
FREE 

BROCHURE! 

Managing  Your 
Wealth  discusses 
the  essential  steps 
to  building  and 
protecting  your 
assets. 


Managing 


1-800-THE-ROCK  ext.  5323  prudential.com 


Prudential  (M  Financial 


Crowing  and  Protecting  Your  Wealth 


merging 
rtists  Celebrate 
New  Harlem 


Mr'"iwlt^ 
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Where  is  contemporary  art  headed?  To  Harlem.  That's  whe 
you'll  find  the  boundary-stretching  work  of  28  emergin 
African  American  artists.  They're  blazing  a  trail  into  the 
ew  century  in  Freestyle,  a  landmark  exhibition  that  ma 


a  new  era  at  The  Studio  Museum  in  HaHem. 

Make  your  own  move  to  Harlem  and  encounter  bold 
new  directions  in  contemporary  art.  Experience  Freestyle 
and  discover  the  visionary  artists  of  tomorrow  — 
at  The  Studio  Museum  today. 


The  Studio  Museum  in  Harlem 
Now  through  June  28 
1 44  West  1 25th  Street,  New  York 
(212)  864-4500 

www.studiomuseuminharlem.org 


Supported  by  the  Philip  Morris  companies 


KRAFT  FOODS,  INC.      MILLER  BREWING  COMPANY      PHILIP  MORRIS  U.S.A. 

www.philipmorri5.com 
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Books,  CDs,  electronics,  toys,  software.  You  name 
it,  you  can  find  it  at  Ama/oti.com.  But  when  it  was 
time  for  these  onhne  pioneers  to  do  some  shopping 
of  their  own,  they  turned  to  SAS.  Thats  because 
we  dehvered  just  what  Ama/on.com  was  searching 
for  the  next  generation  of  thinking  on  data  min- 
ing and  e-lntelligence.  And  a  reliable  way  to  make 
sense  out  of  an  overwhelming  volume  of  raw  Web 
data.  So  now  the  folks  at  Ama/on.com  can  learn 
more  about  what  their  online  shoppers  really  want. 
Leverage  supplier  relationships  for  reduced  costs. 
And  ensure  that  everyone  is  working  together  tt) 
make  each  customer  experience  better  than  the  last: 
To  find  out  what  SAS  could  do  for  your  busines.s, 
call  u.s  at  S()()-727-{)()25  or  stop  by  www.sas.coni. 


The  Power  to  Know., 
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csas 
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)  Use  With  Care 

Millions  of  Americans  are  logging 
on  in  search  of  medical  advice. 
But  how  much  of  what  they're 
finding  is  accurate? 
By  Matthew  Schifrin 
and  Howard  Wolinsky 

!  Gear  |  Body  Electronic 

We  strapped  on  the  latest  gadgets 
that  measure  vital  signs  and  athletic 
performance.  By  Karen  J.  Bannan 

Portfolio  Doctor 

Is  anyone  racking  up  portfolio 
gains  of  86%  anymore?  Yep:  a  26- 
year-old  online  investor  who's 
heavy  into  health  stocks. 
By  Ben  Berentson 


40  Amway.com 

A  new  venture  from  this  selling 
organization  says  anyone  can  start 
a  successful  e-business.  And  did 
you  know  that  elephants  can  fly? 
By  Karen  J.  Bannan 

42  EBay'sCop 

Angela  Malacari  spends  her  days 
sniffing  out  cybercrooks  for  EBay. 
She  might've  had  it  easier  back 
when  she  was  kicking  down  brothel 
doors  for  the  FBI.  By  Robert  Gojf 

44  If  Picasso  Were  a  Programmer 

Forget  paintings  for  over  the 
couch.  These  days  artists  are  creat- 
ing works  that  hang  in  cyberspace. 
By  Susan  Delson 


Gut  Check 

Like  a  lot  of  people,  our  reporter 
needed  to  lose  a  few  around  the 
middle.  The  question  was,  could  a 
Web  diet  plan  get  him  to  give  up 
those  Filet-o-Fish  sandwiches? 
By  Doug  Donovan 

Nasdaq  3000 

Ready  for  the  next  wave  in  tech 
stocks?  The  leaders  may  not  be 
Cisco  or  Microsoft.  By  Alberto  Vilar 
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48  Virtual  Jam 

How  do  you  get  a  dozen  divas  into 
a  recording  studio  without  a  cat- 
fight?  Use  the  Web.  By  Ben  Ratliff 

52  Browser  Power 

Sure,  Netscape  and  Explorer  move 
you  around  the  Internet.  But  hold 
on  to  your  mouse.  We've  found 
some  browser  enhancements  that'll 
turbocharge  your  Web  journeys. 
By  Jennifer  McCuUam 
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24  Perspectives 

54  Executive  Bookmarks 


Disagree  with  any  of  our  Best  of  The  Web 
choices?  Want  to  tell  us  about  a  great  site 
that  we  missed?  Send  an  e-mail  to 
Editors@forbesbest.com. 


88  Mental  Health 

90  Disability  Resources 

LUXE  SHOPPING 
92  Motorcycles 
96  Outdoor  Gear 
98  Wedding  Gifts 

GOOD  LIFE 
100  Hotels  &  Inns 
102  Recipes 
105  Parenting 

108  Equestrian 

109  Dating 
LOOK  IT  UP 

112  Natural  History 
114  Foreign  Newspapers 
116  Astronomy 


56  Web  Lab 

We  test  Ceiva,  a  digital 
picture  frame  and  Napster 
alternative,  LimeWire. 

120  Weird  Wide  Web 


By  Mail;  Forbes  Best  of  The  Web  magazine,  ^ 
90  Fifth  Avenue,  New  York,  N.Y.  1001 1 
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Adrenaline  rushes.  By  day  or  week, 
itroducing  the  new  Hertz  Prestige  Collection. 


The  new  Hertz  Prestige  Collection, 
for  your  love  of  driving. 

^eize  the  wheel  on  any  of  the  cars  in  the  new  Hertz  Prestige 
Collection  and  transform  an  ordinary  business  trip  or 
vacation  into  one  of  pure  excitement.  Simply  call  your  travel 
agent  or  the  Hertz  Prestige  Collection  reservation  line  at 
1-800-654-2250  to  resen-e  the  one  you  want  (available  at 
select  U.S.  and  Canadian  locations)  or  visit  us  at  hertz.com. 
And  you'll  get  special  services  that  are  exclusive  to  our 
Prestige  Collection.  Be  still  your  racing  heart. 

Prestige  Collection 


'ehicles  and  vehicle  equipnicnt  shown  are  availMble  at  all 
IS.  Use  01  rental  vehicles  off  paved  roads  is  prohibited. 

S.  PAT.  OFF,  ©  HEKTZ  SV.STBM,  LVC,  20()1/IO«-OI 


In  the  Internet  economy,  treating  each  of  your  customers  like  your  only  customer  every  step  of  the  way  is  finally  possible.  I 
begins  with  putting  your  customer-care  functions  on  the  Internet. This  enables  you  to  gather  the  kind  of  strategic  informatio( 
about  your  customers  that  helps  you  understand  many  of  the  realities  of  their  business  before  they  do.  Imagine  if  you  coult 
develop  products  and  services  for  your  customers  before  they  asked  for  them.  Use  the  Internet  to  create  a  responsivj 


^  Treat  each'  customer  like  your  only  customer. 

I 

Discover  all  that's  possible  on  the  Internet. 


A/o-way  dialog  with  your  customers  which  will  prove  vital  to  their  success.  At  Cisco,  customer-care 
oiutions  saved  us  over  $500  million.  Whether  you  manage  your  own  network,  or  use  a  service  provider 
'ith  a  Cisco  Powered  Network  1  UCISCO  we  can  help  you  build  a  one-to-one  dialog  between  you  and 
our  customer  that's  stronger  than  what  was  once  thought  possible.  Visit  cisco.com/go/customer 


Cisco  Systems 


I'Ml'tni  tUING  THE 

In  ternut  Generation"' 
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FORBES  TODAY 

Quotes  &  Research 

1.  Enter  Company  or  fund 

I  Symbol 

2.  Chose  from: 


-  Quote 


3 


Detailed  quotes  and  financial 
information  for  thousands  of 
stocks  and  mutual  funds. 

Best  Cities  for  Singles 

Ever  wonder  why  you  can't  get  a 
date?  You  might  not  be  to 
blame— it  could  be  your  home- 
town. Find  out  if  your  cHy  is  a 
good  place  to  be  single. 
www.forbes.com/singles 

Forbes  City  Guides 

Traveling?  Check  out 
Forbes.com's  City  Guides  for 
the  lowdown  on  high  living  in 
New  York,  London,  Paris,  Berlin 
and  more,  www.forbes.com/ 
lifestyle/travel 

Investing 

Funds 

Misleading  mutual  funds.  Use 

our  mutual-fund  screener  to 
find  which  growth-and-income 
funds  lack  income  and  which 
value  funds  soak  you  for  fees. 
www.forbes.com/fundscreener 


Markets 

Market  gyrations  got  you 

in  a  slump?  Go  beneath  the 
headlines  with  our  real-time 
analysis  and  forecasts. 
www.forbes.com/markets 


6.25.01 

Stocks  for  Your  Health 

From  June  II  to  June  15  Forbes.com  will  be  run- 
ning a  daily  stock  focus  on  health-related  firms. 


Cancer  Vaccines 


According  to  the  American  Cancer  Society,  one  in  four 
deaths  in  the  U.S.  is  from  cancer,  making  it  the  second- 
leading  fatal  illness  after  heart  disease.  We  cover  some  of 
the  companies  that  are  on  the  forefront  of  bringing  to  mar- 
ket a  new  weapon— vaccines— in  the  war  against  cancer. 
(Online  June  II,  at  www.forbes.com/dsf/cancer) 


Diabetes 


Nearly  6%  of  the  U.S.  population  suffers  from  diabetes. 
Today,  many  sufferers  have  few  alternatives  to  insulin 
injections,  which  are  painful  and  require  a  great  deal  of 
discipline.  New  treatments  promise  to  reduce  the  debili- 
tating side  effects  of  diabetes. 
(Online  June  12,  at  www.forbes.com/dsf/diabetes) 


The  War  Against  AIDS 


Since  the  first  case  of  AIDS  was  identified  in  1981,  it  has 
killed  an  estimated  22  million  people  around  the  world. 
Only  a  few  years  ago,  a  diagnosis  of  AIDS  was  an 
automatic  death  sentence.  But  some  companies  are 
changing  the  rules. 

(Online  June  13,  at  www.forbes.com/dsf/aids) 


Neuro-Muscular  Diseases ' 


Multiple  sclerosis,  Parkinson's  and  Lou  Gehrig's  are 
devastating  neurological  diseases  that  attack  the  nervous 
and  muscular  systems  of  sufferers,  leading  to  physical 
disability  and,  in  some  cases,  death.  What's  in  the 
pipeline  for  fighting  these  disorders? 
(Online  June  14,  at  www.forbes.com/dsf/neuro) 


Alzheimer's 


Alzheimer's  disease  is  one  of  the  most  common  causes  of 
dementia  in  the  elderly,  an  illness  that  attacks  the  brain 
and  robs  the  victims  of  thought,  memory  and  sometimes 
language.  There  are  still  no  cures  for  Alzheimer's,  but 
some  firms  are  getting  closer  to  untangling  its  mysteries. 
(Online  June  15,  at  www.forbes.com/dsf/alzheimers) 
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Look  Good 

Log  on  to  Best  of  The  Web 
to  see  which  Beauty  & 
Cosmetics  sites  are  the  best 
at  bringing  out  that  healthy 
glow.  Start  at  our  Luxe 
Shopping  section. 
www.forbes.com/bow/  , 
directory  ' 


Play  Hard 

Let  us  point  you  to  the  best 
Extreme  Sports  sites  out 
there.  Click  on  The  Good  Lifej 

Visit  Virtual  Worlds 

Where  can  you  tour  cities  of 
ice,  slay  giants  with  your 
buddies  and  then  go  out  for 
a  beer  without  leaving  your 
chair?  Visit  the  virtual  world 
of  EverQuest,  Sony's  hit 
online  role-playing  game. 
Read  our  story  at 
www.forbes.com/bow/ 
everquest. 
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lUT  WE  DID 


!  lumbers  confirm  it.  Last  year,  we  shipped  more  storage  globally  than 
1  or  any  other  company  —  over  80  petabytes.  As  a  leading  provider  of  open 
.  ge  Area  Networks,  we're  first  with  the  next  generation  of  enterprise 
!  ge,  too.  So  when  it's  time  to  add  storage  to  your  infrastructure,  do  what 
and  more  growing  enterprises  do.  Add  Compaq. 


jmpaq  Computer  Corporation.  Compaq  and  the  Compaq  logo  are  registered  in  the  U.S.  Patent  and  Trademark  Office, 
n  Technology  is  a  trademark  of  Compaq  Information  Technologies  Group,  L.P.  in  the  U.S.  and  other  countries. 


INTEGRATED  INTO  SOLUTIONS  & 


I  N  NOVATIVE  PRODUCTS, 


DELIVERED  GLOBALLY 


to  find  out  more  go  to  compaq.com/IT 


COMPAa 

Inspiration  Technology 
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 SITE  LIKE! 

Connections  Not  Cures 

If  you  were  alive  in  the  late  19th  century,  you  might  have  seen  the  ima; 
below  posted  on  the  side  of  a  barn,  in  a  newspaper  or  in  the  Sears,  Ro 
buck  catalog.  It  was  the  golden  age  of  quackery.  Nostrum  peddle! 
roamed  the  countryside  and 
took  advantage  of  the  masses 
who  were  awed  by  the  scien- 
tific discoveries  of  the  day. 
(Edison  invented  the  light 
bulb  in  1879.  German  physi- 
cist Wilhekn  Rontgen  discov- 
ered the  X  ray  in  1895.)  It  was 
truly  the  Wild  Wild  West,  but 
it  could  have  been  the  World 
Wide  Web  in  2001. 

It  is  again  an  exciting 
time  in  science.  A  new  FDA-approved  drug  called  Gleevec  has  be< 
successful  in  stopping  some  forms  of  cancer.  Breakthroughs  like  tl 
come  at  a  time  when  Americans  are  increasingly  turning  to  the  W 
for  health  information  and  advice — some  100  million  did  so  last  ye 

There  are  tens  of  thousands  of  health-related  Web  sites — ai 
quackery  still  abounds.  Did  you  know  that  black  walnut  hulls,  worr 
wood  and  cloves  taken  together  can  cure  cancer?  That  goat  serum  cui 
AIDS?  You'll  find  it  all  on  the  Web 

In  this  Summer  edition  of  Best  of  The  Web,  we've  focused  o 
sights  on  Health  &  Fitness.  In  our  Gear  section  on  page  32,  you'll  re 
about  new  gadgets  like  Gluco Watch,  which  allows  diabetics  to  moi 
tor  glucose  levels  without  taking  a  blood  test.  Starting  on  page  80, 
select  and  review  the  most  reliable  sites  for  getting  medical  inforrr 
tion  and  fitness  advice. 

But  before  you  check  out  our  picks,  make  sure  to  read  "Use  W) 
Care,"  a  cautionary  tale  starting  on  page  26.  Some  of  the  most  upliftil 
parts  of  the  piece  are  the  stories  of  people  suffering  from  devastatii 
illnesses  who  have  found  comfort  connecting  with  others  on  the  "Wl 
From  arthritis  to  non-Hodgkin's  lymphoma,  there  are  hundreds 
disease-specific  message  boards.  So  by  all  means  use  the  Web  to  cc 
nect  with  others,  but  don't  expect  to  find  miracle  cures. 

Forbesbest.com  Gets  Better 

It  is  now  easier  to  search  for  any  of  the  3,000  site  reviews  or  500  B 
company  profiles  posted  on  our  Web  site.  Want  to  know  what 
think  about  Bearmarketcentral.com?  Punch  it  into  the  search  a 
on  top  of  every  page.  Such  enhancements  to  our  site  don't  happ 
without  hard  work  from  talented  developers  at  Forbes.com.  0 
team  includes  Michael  Dugan,'Jane  Jackson,  Glenn  Mason  and  Jes 
Tan.  Thanks  to  their  "behind  the  screen"  efforts,  you'll  find  wl 
you  need  faster. 


EDITC 
msch  ifrin  @forbes.  cc 
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Mobile  Devices 
Multiply  to  1  Billiori 
by  2003 


Mobile  Internet  Surpasses 
Wired  Internet  in  2  Years 


'4 ''A 
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onma 


bcc  now  Mcceniuce  can  ncip  you  eapiuTe  l 
iporturiities  in  mobile  comitierGe,  visit  acceri^re.cqjifi 
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isulting  •  Technology  •  Outsourcing  •  Alliancc|.%')/enture  Capital  dV«V 


erprise  software  from  Microsoft  lets  you  breathe 
Q  Into  the  systems  you  hav;  The  need  to  keep  up 
change  is  real.  Unfortunately,  dealing  with  this  reality  by 
ting  from  scratch  comes  with  a  price.  Well,  maybe  what 
need  isn't  a  whole  new  system,  just  more  flexible 
ware.  The  Microsoft®  Windows®  2000  Server  family  and 
■osoft  .NET  Enterprise  Servers  breathe  new  life  into 
cy  systems  by  making  it  possible  to  easily  integrate  with 
r  systems,  while  also  adding  improved  functionality  to 
/thing  you  do.  So  as  your  business  grows  and  changes, 
systems  do  the  same— quickly  and  easily— all  the  while 
JCting  your  existing  investments.  Now  that's  impressive, 
am  how  to  add  new  life  to  your  existing  technology,  visit 
osoft.com/business  Software  for  the  Agile  Qub. 
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I    have   the    Power  to  Compete 


Our  nerwork  is  our  business,  so  I  can't  take  tiie  chance  that  our 
information  isn't  protected  around  the  clock.  Wlien  the  stakes  are 
this  high,  I  rely  on  the  security  management  leader  thousands  of 
companies  trust:  Internet  Security  Systems.  As  security  pioneers, 
the;r  experts  help  me  determine  the  right  mix  of  products  and 
outsoiu'ced  services.  Now  I  focus  on  our  strategic  e-business  goals, 
confident  I  have  the  best  security  for  my  networks,  servers, 
applications  and  desktops.  There's  no  question  Internet  Securit)' 
Systems  gives  me  a  competitive  advantage  by  helping  protect  against 
financial  loss  and  legal  liability.  Their  power  to  protect  gives  us 
the  power  to  compete.  To  power  your  network  with  security 
m.anagement  from  Internet  Security  Systems  visit  www.iss.net  or 
call  1-800-776-2362. 


-equest  your  free  copy  of  Securing  The  Internet 

conomy:  An  Executive  Guide  to  Managing  Online  Risk 
at  www.iss.net/iss/securitysolutions  1/  ' 
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Perspectives  ByJames^MLMichaels  


Nontech  Tech  Stocks 


EARLY  LAST  YEAR,  A  FRIEND  ASKED  ME  IF  I  LIXED  ANY 
technology  stocks.  "Just  one,"  I  responded.  My 
friend's  eyebrows  shot  up.  An  IPO?  A  hot  Nasdaq 
issue?  His  interest  flagged  when  I  told  him 
the  name. 

"Citigroup,"  I  said.  (Full  disclosure:  It's  a  stock  I've 
owned  for  years  and  have  no  present  intention  of  selling.) 

But  I  wasn't  kidding.  In  my  mind,  Citigroup  was  and  is 
a  technology  stock.  And  so  is  General  Electric  and  a  fair 
number  of  other  old-line  U.S.  companies.  But  perhaps  not 
in  the  way  most  folks  think  of  technology  companies. 

The  1990s  rewarded  the  pure  high-techs — the  Ciscos, 
the  Yahoos  and  the  EBays.  The  next  stage,  if  history  is  any 
guide,  will  be  about  what  I  call  diffusion.  It's  when  smart 
people  figure  out  how  to 
apply  great  new  technology 
to  the  needs  of  society.  The 
technology  itself  almost  be- 
comes a  commodity. 

This  has  always  been  the 
pattern  in  business.  It  wasn't 
the  locomotive  builders  who 
made  enduring  profits  in  the 
railroad  age.  It  was  the  mag- 
nates who  harnessed  the 
technology  to  capital  in  ways 
that  raised  the  world's  living 
standards. 

The  greatest  of  the  car 
companies.  General  Motors, 
was  built,  not  by  an  automotive  pioneer,  but  by  Alfred  P. 
Sloan  Jr.,  a  giant  of  industrial  managers  who  came  along 
well  into  the  auto  age  and  figured  out  how  to  organize  for 
maximum  growth  and  profit.  If  I  have  to  choose  between 
great  management  and  great  technology,  give  me  great 
management.  In  the  end  the  best  technology  gravitates 
toward  the  best  management  anyhow.  Just  think  of  Lu- 
cent, which  had  lousy  management  and  lost  its  onetime 
technology  lead,  too. 

Wliich  brings  us  back  to  to  the  Internet  age.  Why  Citi- 
group? Why  not  one  of  those  Internet-only  virtual  banks  we 
heard  so  much  about  a  few  years  back?  Citi's  former  chair- 
man, John  Reed,  developed  a  Web  site  and  other  Internet- 
based  processes  that  FORBES  Best  of  The  Web  thinks  are  the 
best  in  the  online  banking  business  (FORBES  BOTW, 
Feb.  26,  2001).  Why  would  I  want  to  do  business  with  a 
Brand  X  bank  when  I  can  get  superb  Internet  service  from 
a  name  I  know  and  trust. 
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Victoria's  Secret 
uses  the  Web  to 

reach  men  and 
women  who  are 
too  shy  to  walk 

into  one  of  its 
stores  and  order 
sexy  underwear. 


On  this  importai 
point  Joel  Kurtzman, 
PricewaterhouseCoopc 
partner,  and  Glenn  Rifk 
have  just  written  a  boo 
Radical  E.  "It  is  far  easier 
the  authors  write,  "for 
large  company  with  its  r 
sources  to  learn  e-busine 
''^  than  for  a  startup  to  ga 

^^^^H  the  scale  and  leverage  > 
^^^^M  an  established  company 
^^J^^^l  In  other  words,  brand  a* 
k  vantage  beats  first-movi 

advantage  every  time, 
^■ill^l  The  Kurtzman-Rifkj 
^^^^^B  book  is  loaded  with  coi 
Crete  examples  of  giant  companies  that  are  successfully  i) 
tegrating  the  Internet  into  their  businesses.  Besides  the  ol 
vious  GE,  they  name,  among  others,  Enron,  Southwe 
Airlines,  Progressive  Insurance  and  Victoria's  Secret,  fi 
these  outfits  are  run  by  highly  focused,  entrepreneur) 
managers  who  simply  see  the  Internet  as  a  wonderful  ne 
business  tool. 

For  example,  Victoria's  Secret  uses  the  Web  to  rea< 
men  and  women  too  shy  to  walk  into  a  store  and  ordi 
sexy  underwear.  Progressive  Insurance  exploits  the  N« 
not  only  as  a  sales  channel,  but  also  to  speed  claims  pa 
ments,  thereby  helping  reduce  underwriting  losses. 

For  established  companies  with  huge  resources  the  I: 
ternet  suggests  a  new  way  to  leverage  their  strengths.  Tl 
Net  facilitates  joint  ventures,  such  as  the  recently  a^l 
nounced  partnership  between  Procter  &  Gamble  af 
Coca-Cola  (FORBES  BOTW,  May  21,  2001).  By  poolili 
their  respective  competencies  both  partners  can  enter  nfl 
markets  without  shouldering  unacceptable  risks  of  ai 
quiring  another  company  at  a  premium. 

On  page  38  of  this  issue,  Alberto  Vilar,  technology  v 
sionary  and  manager  of  Amerindo  Funds,  pinpoii) 
the  business-to-business  Internet  sector  for  future  inves 
ment  gains.  I  admire  his  long-term  record:  Alberto 
well  worth  heeding.  I  would  only  add  that  while  the  II 
ternet  changes  the  world,  it  does  not  necessari 
do  so  to  the  disadvantage  of  well-managed  old-Iii 
companies. 


James  W.  Michaels  is  Editor  Emeritus  of  FORBES  magazine 
ami  Group  VP/Editorial  of  Forbes  Inc.  E-mail  him  at 
jmichaels@forbes.com. 
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OUR  SECURITY  SOFTWARE 
ROTECTSrtSftl,  Sl>«?,  ANOMJOi 


^  d  tell  you  who  some  of  our  major  clients  ore,  but  they  might  hove  us  killed.  Suffice 
I  say,  they're  people  for  whom  secrecy  is  paramount.  And  they  wouldn't  settle  for 
B  thing  but  the  best  security  software.  That's  why  they  turn  to  us.  But  they're  not  the 
'!  ones.  Many  of  the  largest  companies  on  Earth  depend  on  us  for  their  authentication, 
I  lorization,  and  administration  security.  That's  how  we  got  to  be  the  world's  largest 
lisiness  security  software  provider.  Every  day,  our  software  protects  millions  of  users, 
*  jding  billions  of  dollars  in  wire  transfers.  And  we've  been  in  the  business  for  25 
«  s.  The  way  we  see  it,  if  you  don't  have  the  best  security,  you  don't  really  have  any.  Computer  AsSOCiateS^ 

TOMORROW  I  WE  ARE  COMPUTER  ASSOCIATES  |  THE  SOFTWARE  THAT  MANAGES eBUSINESS'"  ca.com 


omputer  Associates  International,  Inc.  ICA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belony  to  their  respective  compaoies. 


BestofTheWeb 


Use 
With 
Care 


Last  year  100 
million  people 
turned  to  the  Web 
for  medical 
advice.  Some  of 
what  they  got  was 
useful,  some  w£^ 
confusing  and 
some  just 
plain  bad. 


BY  MATTHEW  SCHIFRIN  AND  HOWARD  WOLINSKY 

■ HAVE  PATIENTS  COMING  INTO  MY  OFFICE 
every  day  confused  or  scared  out  of  their 
minds  from  stuff  they  read  on  the  Web," 
complains  Dr.  Sujana  Chandrasekhar,  asso- 
ciate professor  of  Otolaryngology  at  the  Uni- 
versity of  Medicine  and  Dentistry  of  New  Jersey. 
Call  it  Web-induced  hypochondria.  According  to  Harris  In- 
teractive, nearly  100  million  people  consulted  the  Web  for 
medical  advice  and  70%  of  them  took  seriously  the  proffered 
advice  and  diagnosis. 

"A  few  months  ago,  I  had  a  new  patient  who  came  into 
my  office  and  was  antagonistic  toward  me  right  off  the  bat," 
says  Dr.  Benjamin  Chang,  assistant  professor  of  plastic  surgery 
at  the  University  of  Pennsylvania  School  of  Medicine.  The  pa- 
tient's primary  physician  had  ordered  a  biopsy  on  a  4-mil- 
limeter melanoma.  After  reading  his  pathology  report  and 
then  consulting  a  medical  Web  site,  the  patient  was  convinced 
he  was  a  goner.  The  pathology  report  stated  that  his  tumor 
was  level  four.  "He  had  confused  the  level  with  the  stage  and 
gone  on  the  Web  and  found  that  stage  four  meant  the  cancer 
was  far  advanced  and  that  he'd  have  almost  no  chance  of  sur- 
vival," says  Chang.  After  calming  the  patient,  Chang  later  re- 
moved the  melanoma  with  a  relatively  simple  procedure. 

Seeking  health  information  is  the  third  most  common  rea- 
son people  go  online — after  weather  and  sports,  and  just 
ahead  of  pornography.  It's  not  just  the  patients  who  are  tap- 
ping the  Web.  Doctors  like  Chang  hot- sync  their  Palms  to  Web 
sites  like  Epocrates,  where  they  can  download  complete  and 
updated  pharmacology  references  with  specific  dosages  and 
link  to  Drugstore.com  for  pricing.  Other  docs  are  using  wire- 
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ower  Surgc.com's  Alic  i 
Lotto  Stamm,  a.k.i 
Dearest.  The  Change  o 
Life  changed  her  lif ' 


less  PDAs  within  hospitals,  like  Cedar- Sinai  in  Beverly  Hill 
Calif.,  to  access  medical  records  and  get  lab  reports.  Birminj 
ham,  Ala. -based  HealthSouth  has  partnered  with  Oracle  t 
build  a  state-of-the-art  $225  million  hospital  where  aU  patiei 
information,  including  X  ra/s,  will  be  digital,  and  patient  be(j 
will  be  equipped  with  Web-connected  display  screens. 

Is  this  a  blessing  or  a  curse  as  far  as  the  layman  is  coil 
cerned?  "There  is  a  tremendous  amount  of  information  oi 
there,  but  what  is  missing  is  an  accuracy  or  reliability  filten 
says  Dr.  Stephen  Barrett,  a  retired  psychiatrist  who  ruij 
Quackwatch.com,  a  watchdog  site.  Ill-equipped  to  un 
stand  the  difference  between  stages  and  levels  of  cancer,  E 
Chang's  patient  had  almost  worried  himself  to  death.  A* 
cording  to  a  recent  study  done  for  the  California  Healthca 
Foundation,  medical  information  on  the  Web  is  written  in 
way  that  is  too  difficult  for  most  people  to  understand  ar; 
seemingly  official  information  on  medical  sites  is  often  ii 
complete  or  misleading. 

Take,  for  example,  the  Wisconsin  Institute  of  Nutritior 
site  at  www.nutritioninstitute.com,  which  features  medical  a 
vice  from  Dr.  Bruce  A.  Semon.  Click  on  Ear  Infections  and  E 
Semon  will  tell  you  that  "Ear  infections  are  caused  by  bactaj 
at  the  back  of  the  mouth  and  at  the  beginning  of  the  tubj 
leading  to  the  ears."  He  goes  on  to  argue  that  a  commi 
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m 
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igestive  yeast  known  as  Candida  albi- 
%ns  helps  harmful  bacteria  grow  in  the 
iroat.  So,  to  eliminate  yeast  from  your 
f^stem,  Semon  suggests  using  a  yeast- 
illing  drug,  like  Nystatin,  as  a  first  step. 

However,  according  to  board-certi- 
ed  ear,  nose  and  throat  specialist 
handrasekhar,  most  ear  infections  are 
;tually  caused  by  viruses  that  live  in 
le  back  of  the  nose.  She  says  there  is 
3  basis  for  treating  ear  infections  with 
itiyeast  medicine  and  warns  that  Ny- 
atin  can  have  unpleasant  side  effects, 
eluding  nausea,  vomiting  and  diar- 
lea.  Another  infrequent  but  potential 
de  effect  of  Nystatin  is  Stevens- John- 
in  syndrome,  a  disease  that  causes 
linful  blistering  and  sloughing  of  the 
\  in  all  over  the  body. 
If  you  check  Semon's  background, 
u'll  find  that  his  experience  has  been 
psychiatry,  nutrition  and  homeopa- 
y.  Much  of  the  information  on  his 
eb  site  seems  designed  to  get  you  to 
ly  his  book.  Feast  Without  Yeast. 

Of  course  there  is  lots  of  useful 
;edical  information  on  the  Web.  Med- 
ipe's  Dr.  George  Lundberg,  who  was 
e  long-time  editor  of  the  Journal  of 
?  American  Medical  Association,  has 
e  rules  for  evaluating  the  trustwor- 
iiness  of  a  health  site: 
The  writers  of  material  must  be 
mtified. 

1  The  place  where  the  writer  works 
I  ould  be  identified  with  contact 
:  "ormation. 

li  f  the  site  quotes  material  from  another 
.  irce,  attribution  should  be  given. 
'  Consider  the  source.  The  owner  of 
\'i  Web  site  and  its  sponsors  should 


BEWARE  OF  DONATION  WEB  SITES 

Brett  will  die  if  you  don't  give,"  read  the  headline  over  a  photo  at  Cancer  Fund  of  America's  Web  site 
(www.cfoa.org)  last  December.  Brett,  explained  the  site,  was  a  nine-year-old  who  needed  a  $100,000 
operation.  The  text  left  out  a  detail;  according  to  a  staff  member,  the  child  didn't  have  cancer.  CPA  would 
not  disclose  how  much  cash  it  had  contributed  but  did  say  it  gave  Brett  nutritional  supplements. 

Knoxville,  Tenn.-based  CPA  has  been  accused  of  misleading  donors  and  has  settled  many  lawsuits. 
According  to  its  IRS  990,  in  1999  CPA  raised  $15  million,  paid  at  least  $8.1  million  to  telemarketers  and 
listed  $3.2  million  in  "program  services."  President  James  Reynolds  was  paid  $169,000,  and  his  wife, 
the  vice  president,  earned  $121,800.  Legal  costs  over  the  years  from  lawsuits  in  17  states  reportedly 
totaled  $1.5  million. 

Donatiun  deception  is  spreading  on  the  Internet.  Charities  sued  for  fraudulent  telemarketing  practices 
have  migrated  to  the  Web,  and  new  ones  are  sprouting  up.  Often,  they  target  visitors  to  medical  Web 
sites  where  surfers  tend  to  be  more  sympathetic  to  such  causes.  Put  up  a  Web  site,  call  it  the  Alzheimer's 
Disease  Pund  or  A  Child's  Wish,  and  people  will  donate  money.  The  market  is  large:  By  our  conservative 
estimate,  some  $150  million  was  contributed  online  to  health  groups  last  year. 

To  see  if  a  charity  is  legitimate,  go  to:  GuideStar  (www.guidestar.org),  American  Institute  of 
Philanthropy  (www.charitywatch.org)  and  the  Better  Business  Bureau  (www.bbb.org/about/pas.asp). 
Read  the  IRS  990  forms  at  GuideStar  to  see  how  much  a  charity  actually  spends  on  its  cause  and  what 
it  is  paying  its  promoters.  —Christopher  Thomas 


IcalthGradc's  Kerry  Hicks: 
heck  his  site  to  find  out  which 
ospitals  make  the  Dean's  list. 


be  disclosed. 

5.  Check  the  date  of  the  information  to 
see  if  it  is  current. 

A  few  innovative  sites  are  actually 
beginning  to  use  the  power  of  comput- 
ing and  the  connectivity  of  the  Web  to 
analyze  and  rate  health  care  providers. 

Denver-based  HealthGrades  has 
taken  reams  of  federal  data  on  things 
like  mortality  rates  by  procedure,  and 
applied  risk-adjusted  weightings  to 
them.  The  result  is  a  star  system  that 
rates  hospitals,  nursing  homes  and 
other  providers  on  its  Web  site. 

Suppose  you  live  in  Manhattan  and 
are  thinking  of  trying  in  vitro  fertiliza- 
tion. Click  on  to  HealthGrades.com 
and  you'll  learn  that  at  age  38  to  40, 
you'd  probably  be  better  off  at  New 
York  University  than  at  places  like  Ad- 
vanced Fertility  Services,  PC,  a  private 
practice  in  upper  Manhattan  and 
Larchmont.  According  to  Health- 
Grades,  26%  of  cases  involving 
fresh  embryos  from  nondonor 
eggs  resulted  in  live  births  at  NYU 
Medical's  IVF,  Reproductive 
Surgery  and  Infertility  Center. 
Corresponding  numbers  were 
14%  for  Advanced  Fertility  Ser- 
vices. The  national  average  is  1 7%. 

HealthGrades'  Hospital  Report 
Card  section  rates  5,000  hospitals 
on  things  like  coronary  bypass 
surgery  and  cesarean-section  births. 


It  also  allows  patients  to  assign  their  own 
satisfaction  grades  to  physicians. 

"Eventually  we'd  like  to  be  able  to 
post  reports  on  whether  doctors  have 
been  sanctioned,"  says  HealthGrades 
Chief  Executive  Kerry  Hicks.  "It's  about 
full  disclosure  and  letting  patients  share 
information." 

Also  usefril  to  many  people  are  bul- 
letin boards  where  worried  men  and 
women  can  find  solace  from  the  simi- 
larly afflicted.  Medical  forums  and  dis- 
cussion boards  dwell  on  such  specific 
illnesses  as  headaches  and  depression, 
hypoglycemia  and  Burkitt's  lymphoma 
(see  sidebar  p.  30). 

In  1992  Alice  Lotto  Stamm,  55,  was 
going  through  a  difficult  menopause 
when  she  discovered  a  local  bulletin 
board  where  she  learned  about  the 
change  from  other  women.  She  de- 
scribed a  hot  flash  as  a  power  surge, 
which  became  a  catchphrase.  Now 
Power  Surge  (www.power-surge.com) 
is  a  popular  Web  community  on 
menopause. 

Stamm  gave  up  her  job  in  the  real 
estate  business  and  now  runs  the  site 
from  her  Brooklyn  home.  Stamm  con- 
ducts online  forums  with  experts,  such 
as  Dr.  Susan  Love,  and  offers  Ask  the 
Experts  columns,  weekly  chats  and 
more  than  40  message  boards.  On  these 
forums  women  compare  notes  about 
techniques  for  coping  with  hot  flashes 
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It  takes  more  than  strong  nerves 
and  perseverance  to  make  it  in 

medicine  these  days.  New 
technologies  require  more  skills, 
more  training,  and  more  electricity 

than  ever  before.  And  there  are 
even  greater  challenges  ahead.  But 

with  government  and  community 
support,  America's  power  companies 
can  build  the  generation  facilities 
and  transmission  lines  our  nation 
needs.  Together,  we  can  ensure  that 
a  plentiful  electricity  supply  remains 
the  medical  industry's  lifeline.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 


America's  Power  Source 


and  other  symptoms  of  menopause. 
Topics  include  experiences  with  soy 
products  and  hormone  replacement 
therapy,  and  discussions  on  the  effects 
of  menopause  on  libido.  Power  Surge 
has  so  much  traffic,  that  Stamm  re- 
cently agreed  to  enter  into  a  cobranding 
partnership  with  AOL.  Boasts  Stamm, 
who  goes  by  the  screen  name  Dearest: 
"I  contacted  AOL  Chief  Barry  Schuler 
through  an  instant  message." 

Mary  O'Connor,  53,  a  piano 
teacher  from  Fairfax,  Va.,  began  "lurk- 
ing"— the  online  term  for  people  who 
join  a  group  and  read  message  boards 
and  chats  without  participating — at 
Power  Surge  five  years  ago.  She  had  a 
history  of  Cushing's  syndrome,  a  rare 
hormonal  disorder,  which  made  her 
menopause  complicated  and  difficult. 
She  had  trouble  distinguishing  the 
symptoms  of  Cushing's,  such  as 
weight  gain  and  facial  hair  growth, 
from  those  of  menopause.  She  says  the 
Web  was  a  safety  net:  "You  realize 
you're  not  alone." 

With  Stamm's  help,  O'Connor 
launched  her  own  online  group,  Cush- 
ings-Help.com  (www.cushings- 
help.com).  She  says  that  the  forum  for 
her  rare  ailment  has  350  members.  As  a 
result  of  the  online  community,  mem- 
bers of  the  group  have  met  with  a  team 
of  leading  endocrinologists.  "It's  possi- 
ble some  medical  research  will  come 
out  of  this  meeting,"  she  says.  "This 
would  not  be  happening  without  the 
Internet." 

Vicki  Gewe,  24,  of  Pomona,  Calif, 
suffers  from  chronic  migraines  so  se- 
vere that,  even  after  trying  45  different 
remedies,  she  had  to  drop  out  of  her 
Ph.D.  program.  "I  remember  I  was  hav- 
ing the  worst  migraine  of  my  life — so 
sick  that  I  couldn't  even  pick  up  the 
phone  to  ask  my  mother  to  take  me  to 
the  emergency  room.  All  I  wanted  to  do 
was  die.  I  never  felt  so  alone  in  my  life." 

Two  days  later  Gewe  found  a 
headache  site,  ACHE  (www.achenet.org), 
and  began  doing  research  on  migraines. 
"It  was  a  way  for  me  to  take  back  con- 
trol of  my  life,"  she  says.  Gewe  con- 
nected with  others  and  found  several 
medications  she  hadn't  tried.  "The  doc- 


tors had  told  me  there  were  no  new 
medications,"  says  Gewe.  She  started 
taking  a  potent  Opiod  medication,  and 
can  now  function  normally. 

Looking  for  help  from  fellow  suffer- 
ers? Try  medical  search  engines,  like  the 
National  Library  of  Medicine-spon- 
sored M'edlinePlus  (www.medline- 
plus.org).  Or  surf  for  disease-specific 
sites.  Not  everything  you  find  will  be 
useful.  "There's  lots  of  garbage  out 
there.  Many  groups  are  poorly  moder- 
ated, based  on  personal  opinion  and 
backed  by  flawed  research,"  complains 
Douglas  Bank,  35,  an  engineer  at 
Motorola  and  a  testicular-cancer 


survivor.  Bank  is  cofounder  of  the  l  en- 
ticular Cancer  Resource  Centei 
(www.acor.org/diseases/tc). 

To  help  you  make  the  best  use  ol 
what's  out  there.  Best  of  The  Wcb'^ 
Health  &  Fitness  section  review:,  3: 
reputable  sites.  On  our  Web  site 
Forbesbest.com,  you'll  find  reviews  oi 
another  135  health  and  fitness  sites. 

Just  a  word  of  sensible  advice 
Don't  try  to  be  your  own  doctor  by 
using  the  Web.  P 

Howard  and  Judi  Wolinsky  art 
coauthors  of  Healthcare  Online  fo; 
Dummies. 


thinking  them  silly  or  charging  you  an  arm  and  a  leg. 
GENERAL  HEALTH  BOARDS    BACK  PAIN 


WEBS  OF  SUPPORl 

In  1999  Matthew  Francis,  a  37-year-old  human  resources  consultant,  was  diagnosed  witi 
Burkitt's  lymphoma,  a  rare  cancer  of  the  blood.  With  no  family  nearby,  and  some  unsympathefii 
doctors,  Francis  turned  to  the  Web  to  find  emotional  support  during  his  chemotherap' 
treatments.  "I  didn't  want  fo  venture  out  to  support  meetings  because  of  the  way  that  I  looked, 
says  Francis.  "Yet  I  had  to  deal  with  the  fear  and  the  loneliness  that  I  was  feeling." 

The  Web  has  proven  to  be  a  huge  benefit  to  people  suffering  from  illness.  Those  with 
strong  base  of  support  tend  to  live  longer,  suffer  less  and  need  fewer  drugs  than  those  whj 
don't.  The  following  is  a  list  of  message  boards  and  chat  rooms  that  can  help  people  sufferin 
from  a  wide  range  of  ailments.  You  can  gather  information  on  new  treatments  or  drugs  or  ju) 
post  a  question.  Best  of  all,  the  people  at  these  boards  will  answer  questions  from  you  withoi 

—Shawn  Mor4 

Thousands  of  messages,  Includll 
300  from  people  who  need  an  oi 
transplant. 

DEPRESSION 


AIIHealth 

www.allhealth.com 


HealingWell 
www.healingwell.com 

MSN  Communities 
http://communities.msn.com  Living  Beyond  Breast  Cancer 


Spine-Health.com 
www.spine-health.com 
Boards  on  things  like  the  benefits 
and  recovery  time  of  back  surgery. 

CANCER 


on 
diti 

1 


Med  Help  International 
www.medhelp.org 

WebMD 

www.webmd.com 

ALCOHOLISM  

Sober  24 

www.sober24.com 

This  site  helps  you  to  find  an  online 

sponsor  and  to  join  regularly 

scheduled  moderated  support 

chats. 

ARTHRITIS  

Arthritis  Foundation 
vww.arthritis.org 
Visitors  discuss  symptoms  and 
remedies,  as  well  as  arthritis- 
friendly  cars. 


www.lbbc.org 
Message  boards  and  a  Survivor 
Helpline  that  puts  you  in  touch  with 
a  breast  cancer  survivor. 

Lymphoma  Research 
Foundation  of  America 
www.lymphoma.org 
The  site  matches  up  lymphoma 
patients  for  emotional  support. 

Shared  Experience 
www.sharedexperience.org 
Experiences  from  sufferers  of  57 
kinds  of  cancers. 

DEATH,  DYING  and 
GRIEVING  

Death,  Dying  and  Grief 
Support 

www.death-dying.com 


Depression  Chat 
www.depressionchat.com 
The  tall<  here  varies  from  people 
seeking  Information  on  medlcatia 
to  others  on  the  verge  of  suicide. 

DIABETES 


Children  with  Diabetes 
www.childrenwithdiabetes, 
com/chat 

12  chat  rooms,  run  by  experts—! 
ones  for  parents  and  for  teens 
the  most  active. 

DiabetesStation 
www.diabetesstation.org/ch 
Chat  about  diabetes  and  access 
archives  of  talks  with  specialists, 

MENOPAUSE 


es. 


Power  Surge 
www.power-surge.com 
About  42  active  boards  on  topics |j 
night  sweats  and  internal  shakinfj 
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•y:''. V   .  ■':  ■^■V'^'>---fr:y':}l^Cy^ .:'  ©Agilent  Technologies,  inc.  2000 

€'«^5  fJiade  real.  /  'w^/- 


Notice  the  vyay  the  bubbles  catch  the 
light?  We  did^ Photonic  switching  from" 
Agilent  can  deliver  the  wide-open  speed 
of  an  all-optical  network  by  bending  light 
with  bubbles.  Bottlenecks  are  broken. 
Fiber  is  uncorked.  Data  flows  like,  well, 
you  know.  Cheers. 


T.     V  v  ■   1».  ■.  •   ■  -'. 


Vv-  Agilent  Technologies 

•■*  '  *■•    Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


Body  Electronic 

Now  you  can  monitor  your  vital  signs  while  you're  on  the 
move  and  even  upload  them  to  the  Web  for  further  analysis. 

BY  KAREN  J.  BANNAN 

Under  doctor's  orders  to  monitor  your  blood  sugar?  Cross-training  and 
want  to  track  your  calorie  burn-rate?  Reviewed  here  are  six  new 
gadgets  that  will  measure  your  stats  and  give  you  the  reinforcement  you 
need  to  keep  up  your  regimen. 


SportBrain  First  Step  

www.sportbrain.com 
Price;  $99  

This  egg-shaped  de- 
vice chps  onto  your 
waistband  to 
track  your  walking 
or  running  speed, 
number  of  steps,  distance 
and  number  of  calories  burned. 
Plug  the  unit  into  a  phone  line 
and  it  uploads  the  data  to  www.sport- 
brain.com.  At  the  site  you  can  generate 
reports  on  how  your  rates  compare  to 
others.  We  tested  it  for  accuracy  whUe 
walking  on  a  treadmill.  First  Step  regis- 
tered that  we  walked  7,680  steps  and 
burned  200  calories — almost  identical 
to  the  treadmill's  results.  (Occasionally 
the  unit  recorded  other  movements,  like 
adjusting  hips,  as  a  step.)  For  every  100 
steps  you  take  SportBrain.com  gives  you 
one  point  toward  prizes:  4,200  points 
earn  you  a  cycling  jersey. 


www.stayliealthy.com 
Price:  $199 

This  body-composition  analyzer 
measures  your  body-fat  con 
tent  and  hydration  levels, 
which  are  then  uploaded  to 
www.stayhealthy.com.  Plug 
the  BCl  unit  into  your 
PC,  hold  it  in  both  Jfc-^ 
hands  for  30  sec-  r^ni^ 
onds  and  electrical 
currents  pass  from 


one  hand  to  the  other  (you  don't  feel 
them).  The  unit  measures  your  fat  and 
hydration  and  sends  the  results  to  the 
Web  site.  You're  asked  to  define  your 
body  type  (i.e.,  athlete,  bodybuilder). 
If  you  choose  the  wrong  one,  the  re- 
sults can  vary  widely. 


GlucoWatch  Biographer 
www.glucowatcli.com 
Price:  $310 

This  newly  FDA-approved  device  could 
be  a  lifesaver  for  diabetics.  The  Gluco- 
Watch takes  glucose  measurements  36 
times  in  a  24-hour  period,  and  you  can 
download  the  results  to  a  PC.  Using  low 
electrical  currents,  the  watch  absorbs 
glucose  through  the  skin  into  two  small 
sensor  pads  where  an  electrode  takes  a 
reading.  The  results  are  displayed  on 
the  watch's  LCD.  You  can  set  an  alarm 
to  go  off  when  insulin  levels  fall  too 
low.  Our  tester,  a  diabetic,  found  the 
watch  to  be  as  accurate  as  tradi- 
tional blood  tests.  One  draw- 
back: The  sensor  pads  can  irri- 
tate the  skin. 

Mikg  SPM  Triax  IQQ 

www.nilfe.com 
Price:  $220 

A  speed  sensor  slides  under  the 


laces  of  your  running 
shoes.  It  measures  your 
acceleration  and  decel- 
eration 100  times  each 
second  and  sends  its  calcf 
watch  via  a  radio  signal.  On  the  watcJ 
screen,  we  pulled  up  data,  like  our  a' I 
erage  speed  while  running.  Performijj 
more  complicated  tasks,  like  calibra| 
ing  the  unit  to  your  exact  stride,  rj 
quires  delving  deep  into  the  manual. 

Omron  Ultra  Compact  i 
Wrist  Blood  Pressure  ' 
Monitor  

www.omron.com 
Price:  $99 

Strap   this  tiny 
monitor  to  your 
wrist  and  press 
the  large  on/off  but- 
ton. Hold  your  arm  up  to 
the  band  tightens,  and  within  30 : 
onds  displays  your  blood  pressul 
and  pulse  rate.  The  monitor  storj 
up  to  21  measurements. 


lestle 


Polar  S7IQ 

www.polarusa.com 
Price:  $295  ^ 

For      cross-trainers  and 
bicyclists.  Strap  the  heart  rate 
monitor  around  your  chest 
and  wear  the  silver  watch  that 
comes  with  it.  If  you're  a  biker,  the 
is  also  a  mount  that  attaches  to  yo 
handlebars   and   measures  tr 
distance  and  average  speed.  As  y 
exercise,   data   from   the  hec 
monitor  and  from  the  bicyc 
transmits  wirelessly  to  the  watc 
The  watch  then  displays  distam 
average  speed  and  heart  rate,  l 
infrared  link,  which  you  can  b 
separately  for  $40,  attaches  to  yo 
computer,  letting  you  transmit  t 
data  from  the  watch  to  a  PC. 
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Portfolio  Doctor 

While  most  seasoned  analysts  struggle  to  find  stocks 
that  actually  go  up,  a  26-year-old  online  investing 
maven  from  Chicago  is  up  86%  in  the  past  year. 


BY  BEN  BERENTSON 

COLIN  WILLIAMS  IS  NOT  YOUR  AVERAGE  26-YEAR-OLD.  HE 
has  been  investing  since  he  was  ten.  Instead  of  buying  a 
skateboard  or  baseball  cards,  like  most  other  fifth  graders 
in  his  hometown  of  Hartland,  Wis.,  Williams  used  his  al- 
lowance and  birthday  money  to  buy  shares  in  the  Putnam 
Voyager  Fund  and  the  Twentieth  Century  Growth  Fund.  By 
the  time  he  earned  his  degree  at  Pennsylvania's  Grove  City 
College,  he  had  amassed  enough  for  a  down  payment  on  a 
two-bedroom  town  house  in  Arlington  Heights,  lU. 

Williams  was  hooked  on  investing.  He  landed  a  job  as  a 
junior  analyst  at  Chicago-based  William  Blair  &  Co.  in  1999, 
and  in  his  spare  time  he  discusses 
his  investing  ideas  on  a  Web  site 
called  Marketocracy  (www.mar- 
ketocracy.com).  Created  by  once- 
hot  Firsthand  fund  manager  Ken 
Kam,  Marketocracy  invites  Web 
investors  to  create  their  own  mu- 
tual funds  in  a  contest  that  will  ul- 
timately reward  the  top  managers 
with  a  real  position  managing 
money  for  Marketocracy. 

Since  the  contest  began  last 
July  Williams'  Marketocracy 
Healthcare  Fund  is  up  86%, 
trouncing  S&P's  Healthcare  Index, 
which  was  down  5%  over  the 
same  period,  and  placing  him  in 
the  lead  among  34,000  other  Peter  Lynch  wannabes. 

Williams  looks  for  reasonably  priced  health  care  stocks 
with  steady  growth  rates.  He  picks  stocks  that  he  believes  can 
double  in  two  years,  selling  at  low  P/Es  relative  to  their  his- 
toric range.  "This  tells  me  that  The  Street's  interest  has  gone 
someplace  else,  but  the  underlying  value  hasn't  changed," 
says  Williams.  "The  investors  will  come  back."  Williams  also 
avoids  companies  that  he  thinks  have  been  too  aggressive  in 
the  earnings  estimates  they  tell  analysts. 

As  an  assistant  to  Blair's  health  care  analyst,  John  Kreger, 
Williams  gets  to  go  to  company  road  shows  and  analyst  pre- 
sentations. He  checks  medical  information  and  research  claims 
at  the  Web  sites  of  the  Centers  for  Disease  Control  &  Prevention 
(www.cdc.gov)  and  the  Pharmaceutical  Research  and  Manu- 
facturers of  America  (www.phrma.org),  where  he  downloads 
statistics  to  use  in  his  financial  modeling. 

His  portfolio  has  28  stocks  in  it  and  is  11%  in  cash.  Some 


of  his  biggest  scores  have  been  Option  Caii 
(OPTN:  16),  an  at-home  intravenous  therapj 
company  he  bought  for  7,  and  OmniCare  (OCR 
20),  a  pharmaceutical-care  company  that  b 
bought  at  9.  Williams  still  sees  plenty  of  bargains 
Woodridge,  Ill.-based  MediChem  Life  Science 
(MCLS:  2.50)  is  in  the  emerging  field  of  prO' 
teomics,  where  scientists  identify  certain  protei: 
to  help  drug  companies  bridge  the  gap  betwe 
genomics  and  marketable  drugs.  Many  think  proteomics  wi] 
lead  to  advances  in  treating  AIDS  and  cancer.  Williams  pre| 
diets  that  MediChem  will  be  a  partner  of  choice  for  big  pha 
maceutical  firms  in  this  area.  "MediChem  is  not  profitab 
yet,  but  as  biotech  and  pharmaceutical  companies  discovei 
how  good  its  research  team  is,  business  should  surge." 

Bally  Total  Fitness  (BFT:  24).  The  4  million  member  fitnes 
center  company  fits  perfectly  into  WLUiams'  strategy:  Its  P/E  i 
around  8  but  growth  is  projected  at  20%.  "The  market  is  usir^ 
a  worst-case  scenario  with  its  estimates,"  he  says.  Sally's  first 
quarter  earnings  beat  analyst  estimates,  and  product  sales  in 
creased  37%.  It  has  just  launched  a  new  Web  site 

BallyStore.com,  to  sell  nutritiona 
supplements  and  fitness  machinej 
PolyMedica  (PLMD:  31),  whic] 
distributes  suppHes  to  diabetics, 
the  leader  in  its  fragmented  maj 
ket.  The  stock  has  recently  been  i 
a  slump  due  to  a  billing  problen 
which  has  prompted  rumors  ( 
federal  investigation.  Willian 
claims  the  problem  wasn't  frau< 
but  an  overburdened  IT  depan 
ment.  The  stock  has  a  P/E  of 
and  steady  earnings  growth 
30%.  Williams  expects  it  to 
cover  to  45. 

Although  Walgreen  Co.  (WA( 
40),  a  100-year-old  chain  of  druj 
stores,  might  not  seem  sexy,  it  has  been  a  rock- steady  pe; 
former  and  one  of  the  most  efficient  chains  in  the  busines 
Williams  expects  it  to  get  a  boost  in  2002  when  the  400-plj 
stores  opened  in  the  past  year  begin  to  pay  off. 

Williams'  biggest  holding.  Icon  Pic.  (ICLR:  25),  runs  clin 
cal  trials  for  pharmaceutical  companies  and  generated  $ 
million  in  earnings  on  sales  of  $107  million  in  the  past  yes 
At  25  he  says  it's  still  cheap  despite  a  recent  run-up.  "T 
contract -research  industry  is  rebounding  after  a  tough  200 
and  the  company's  year-to-date  revenues  are  up  45%." 

When  a  drug  company  introduces  a  new  drug  it  ned 
staff  to  sell  it  to  doctors.  But  who  will  sell  the  older  dru 
which  are  still  patent-protected?  Enter  contract  sales  fii 
like  Professional  Detailing  (PDII:  93).  Last  year  the  compi 
had  a  100%  renewal  rate  among  its  clients.  Williams  thii 
biotech  companies  v/ill  be  big  customers:  Many  ard 
equipped  to  do  this  kind  of  work. 
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5ome  people  never  worry  about  a  lounge  being  available 
for  them.  Are  you  one  of  them? 


luldn't  it  be  nice  if  your  status  preceded  you,  no  matter  where  you  fly?  Our  alliance  BRITISH  AIRWAYS 
cognises  top-tier  frequent  flyer  privileges  on  eight  of  the  world's  finest  airlines,  AerLingus^ 


icluding  access  to  over  340  lounges.  Welcome  to  oneworld™ 


AmericanAirines 


Cathay  Pacific 


IBSRiAm 


LAfSJCHILE 


revolves  around  you. 


cabin  and  selected  top-tier  frequent  flyer  customers  Some  privileges  vary  between  airlines.  Each  oneworld  alliance  airline  reserves  the  right  to  change  its  frequent  flyer  programme  rules,  regulations,  travel  awards  and  special  offers 
f^r  frequent  flyer  programme  in  accordance  with  its  relevant  frequent  flyer  programme  rules,  All  oneworld  benefits  are  only  availalDle  to  passengers  on  scheduled  flights  that  are  bolfi  operated  and  marketed  by  a  oneworld  member 
lleted  means  there  must  be  a  oneworld  member  airfine  flight  number  on  your  ticket.)  Aer  Ungus,  American  Airlines,  British  Airways,  Cathay  Pacific,  Finnair,  Iberia.  LanChile  and  Qantas  are  all  trademarks  Of  their  respective  companies. 


wwAw.oneworldalliance.com 


Gut  Check 

Virtual  nutritionists  and  fitness 
trainers  can  give  you  guidance. 
Motivation?  That's  another  story. 

BY  DOUG  DONOVAN 

FOR  YEARS  NOW  I  HAVE  STRUGGLED  TO  GET  RID  OF 
my  gut.  Yet  my  oft-repeated  mantra — I'll  start  to- 
morrow— has  derailed  every  try.  I  know  the  for- 
mula: Eat  right,  exercise  regularly.  But  I  have  yet  to  find 
a  plan  that  I  could  not  put  off. 

Stronger  motivation  and  discipline  were  woefully 
needed.  Since  I  can't  afford  a  personal  trainer  or  a  nutri- 
tionist, I  decided  the  best  incentive  would  be  the  threat  of 
public  humiliation. 

So  I  turned  to  the  Web,  figuring  that  writing  about 
losing  weight  would  force  me  to  stick  to  a  plan.  The 
goal:  Lose  at  least  ten  pounds  following  a  fitness  Web 
site's  regimen  for  a  month.  Plus,  check  out  the  picture.  That's 
humiliation. 

I  began  by  scanning  the  dozens  of  quality  Web  sites  offering 
personalized  fitness  and  nutrition  instruction  over  the  Internet- — 
Nutricise,  EDiets,  Fitness  Heaven,  Nutrio  and  Fitness  Online. 

I  chose  Asrmba.com's  Weight  Loss  Pro.  At  $15  per  month,  it 
was  one  of  the  cheapest  programs  out  there.  And  its  daily  e-mails 
with  diet  and  exercise  plans  were  the  most  comprehensive  I  saw. 

Getting  started  with  Asimba  was  simple.  First  I  answered 
an  extensive  fitness  evaluation  that  took  about  15  minutes. 
Then  I  calculated  my  percentage  of  body  fat:  I  had  to  borrow 
a  tape  measure  from  a  FORBES  maintenance  man  without  ex- 
plaining why  I  was  closing  the  door  to  use  it. 

The  measurements:  a  17-uich  neck  and — ugh! — a  41 -inch 
stomach  (measured  around  the  belly  button).  That,  along  with 
some  additional  information,  gave  me  a  body  fat  rating  of 
23.7%.  The  site  also  told  me  that  my  healthy  weight  should  be 
184  pounds,  not  208. 1  was  24  pounds  overweight,  a  possible 
health  risk,  according  to  Asimba. 

That's  pretty  good  motivation. 

I  had  no  interest  in  Asimba's  impressive-looking  training 
programs  for  marathons,  mountain  biking  races  or  something 
called  sexercise.  AU  I  wanted  was  a  convenient  way  to  measure 
the  calories  I  ate  and  burned,  something  I  couldn't  do  myself.  For 
the  most  part,  Asimba  did  its  job.  I  can't  say  the  same  for  myself 

There  is  never  a  good  time  to  start  a  diet.  The  month  I  chose 
proved  particularly  ill-timed:  I  had  a  bachelor  party,  two  wed- 
dings, a  week-long  vacation,  a  surprise  party  for  my  30th  birth- 
day and  my  home-team  Philadelphia  76ers  advancing  in  the 
NBA  playoffs.  Worse  still,  the  Girl  Scout  cookies  I  had  ordered 
arrived  during  the  diet's  second  week. 

In  theory  the  drill  is  simple.  Asimba  e-mails  you  a  cus- 
tomized diet  and  workout  plan  every  day.  Clicking  on  hot  links 
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Doug  on  a  diet:  the  siren  call  ol 
junk  food  never  relented 


in  the  e-mail  takes  you  to  a  personalized  Web  page  where  th 
meals  and  exercises  are  listed  in  a  log.  If  you  don't  follow  tl 
plan  exactly,  simply  remove  a  food  fi-om  the  log  and  replace 
with  another,  letting  Asimba  recalculate  the  calories.  The 
goes  for  exercise. 

I  did  a  lot  of  replacing.  Hey,  baking  a  6-ounce  haddock 
not  my  idea  of  a  convenient  bachelor  meal.  Nor  is  searchin 
for  a  lunch  of  Green  Giant  Harvest  Burgers  with  Dijon  mui 
tard.  Concord  grapes  and  two  tablespoons  of  chopped  Englis 
walnuts.  I  interpreted  those  meals  as  a  McDonald's  fish  sano 
wich  and  a  turkey  burger  from  Joe's  Diner  down  the  street. 

Other  obstacles  hit,  like  watching  the  NBA  playoffs  with  bu« 
dies.  On  one  night  (okay,  maybe  two)  I  replaced  a  suggested  dij 
ner  of  vegetarian  stew,  salad  and  Italian  bread  with  two  bowls 
Corn  Flakes  and  five  beers — about  500  calories  over  the  su) 
gested  642.  Still,  knowing  I  was  going  out  that  night,  I  had  eat« 
lightly  all  day  and  recorded  only  2,423  calories,  less  than  the  re 
ommended  2,600.  Under  the  mark,  just  not  quite  as  healthy 

While  I  found  the  site  very  helpful  in  providing  tl 
framework  for  a  good  exercise  routine,  it  wasn't  the  dr 
sergeant  I  needed  on  the  workout  fi-ont.  How  could  it  be? 

It  also  wasn't  very  responsive.  The  Ask  an  Expert  functid 
never  answered  my  question  about  whether  it  was  letting  n 
eat  too  many  calories.  It  told  me  to  eat  2,600  calories  (includi 
two  slices  of  pizza)  while  recommending  burning  only  4^ 
calories.  And  customer  service  was  not  available  three  times 
the  middle  of  a  work  day  to  clear  up  other  questions. 

In  the  end  I  lost  eight  pounds  in  a  month,  not  ten.  Nol 
bad  start.  I  see  the  loss  only  in  my  face,  not  in  my  gut.  But  1 1 
feel  better  and  intend  to  continue  my  quest  to  hit  184  pouiM 
Unfortunately,  it  looks  as  if  I'll  have  to  find  another  W 
trainer.  Like  other  struggling  Web  companies,  Asimba  recen 
put  itself  on  the  block.  Oh  well,  I'll  start  looking  tomorrow. 


N  SEARCH  OF  SOFTWARE,  THE  VISITORS  FROM  A  PARALLEL  UNIVERSE  HAD  UNCOVERED  AN  AWESOME  POWER.. 


OTUS  FOR  COLLABORATIVE  COMMERCE 

Log  Entry,  Day  33:  People  here  interact  seamlessly  online  with  customers,  suppliers  and  fellow 
employees,  using  Lotus  Collaborative  Commerce  solutions  -  enhancing  workflow  via  real-time  communication 
a  and  online  workrooms.  They  see  opportunities  and  they  respond.  Fast.  See  demo  at  lotus.com/visitcommerce 


l||^illess  software 


IT'S  A  DIFFERENT  KIND  OF  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  OF  SOFTWARE. 


Stock  markets  have 
traditonally  bottomed 
out  several  quarters 
ahead  of  corporate 
earnings. 


Nasdaq  3000 

BY  ALBERTO  VILAR 

FOLLOWING  THE  SPECULATIVE  RUN-UP  AND  A  RED- 
hot  IPO  market  at  the  end  of  1999,  the  tech  sector 
began  what  should  have  been  normal  4t)%-50% 
corrections.  Yet  most  tech  stocks  plummeted  70% 
or  more.  The  worst  bear  market  since  1973-74  re- 
sulted from  the  convergence  of  three  disruptive  events  that 
intensified  a  downtrend  already  underway. 

The  first  came  from  the  paradigm  shift:  Technology  was 
moving  from  client-server  to  Internet  technology.  It's  a  famil- 
iar script:  Business  disruptions  occur  when  new  generations 
of  technology  are  introduced. 
The  successful  companies  of 
one  generation  (client-server) 
give  way  to  other  winners  in 
the  next  (Internet). 

The  second  disruptive  event 
was  the — inevitable — failure  of 
unseasoned  dot-coms  that 
should  not  have  been  brought 
so  early  to  the  public  market,  if 
at  all.  Their  collapse  created  an  extraordinary  negative  change 
in  investor  psychology  toward  the  entire  tech  group. 

The  near-death  blow  technology  stocks  sustained  in  the 
spring  was  brought  on  by  the  third  disruptive  force:  A  major 
economic  slowdown  in  manufacturing  and  IT  spending. 

So  we  had  an  unfortunate,  once-in-three-decade  conflu- 
ence of  events.  It  overwhelmed  the  extraordinary  good  news 
that  lay  ahead  for  investors:  Internet  technology  is  dramati- 
cally changing  the  way  companies  communicate  and  do  busi- 
ness. The  present  generation  of  predominantly  client-server- 
based  electronic  technology  will  be  superseded  by  the  Net, 
which  is  literally  a  set  of  sophisticated,  scalable  technologies. 

The  Internet  represents  the  third  generation  of  technol- 
ogy since  the  inception  of  electronics  in  1960.  From  1960  to 
1985  mainframe  computers  dominated.  Then  came  client- 
server  technology,  1984-1996.  The  Internet  wave  began 
around  1997. 

Client-server  was  designed  initially  for  personal  produc- 
tivity (Microsoft),  and  later  for  departmental  and  intra- 
company  usage.  It  was  not  built  to  scale,  which  is  required 
for  e-commerce  and  inter-company  communications. 

The  Internet  will  be  used  for  scaling  two  key  business 
functions,  business-to-business  e-commerce  and  communi- 
cations. An  increasing  amount  of  business  between  compa- 
nies is  being  done  electronically.  Cisco  and  Dell  already  do 
the  bulk  of  their  business  that  way  and  GE  isn't  far  behind. 
The  rest  will  follow. 

In  the  Internet  era  three  broad  new  technologies  will 
change  the  way  companies  communicate  and  transact:  B2B 
e-commerce  platforms;  infrastructure  and  application  soft- 


OK 


ware  for  managing  corporj 
resources;  and  a  new  fiber-op 
switching  network  for 
transmission  of  Internet-genJlini 
ated  data.  Today's  voice-centr 
narrowband  telcos  cannot  ha 
die  the  huge  volumes  of  digi 
data,  which  include  graph 
and  streaming  multimedia. 

The  Internet  will  also  enaliiP' 
a  wave  of  cost  saving  and 
structuring  that  should  traijlw 
form  the  huge  business  services  sector.  This  could  be  laq 
than  the  restructuring  of  manufacturing  that  started  in 
mid-1980s,  when  smokestack  America  was  cost  heavy,  u 
productive  and  continually  having  to  ward  off  competiti 
from  Japan  and  Europe.  New  Internet  technology  wUl  n 
do  for  the  much  larger  business  services  sector  what 
older  electronics  technology  did  for  manufacturing. 

Stock  markets  have  traditionally  bottomed  out  sev( 
quarters  ahead  of  corporate  earnings.  At  1 700  the  Nasc 
was  greatly  oversold  and  was  clearly  not  adequately  c 
counting  that  we  were  in  the  early  stages  of  an  explosive 
ployment  of  Web  technology,  plus  a  major  period  of  ini 
vation  and  growth  in  telco  services.  Once  this  is  recognizj  i'l 
the  Nasdaq  should  climb  back  over  3000,  even  withou 
turnaround  in  corporate  earnings.  It  could  take  the  tech  s 
tor  12  to  24  months  to  sort  out  two  problems — a  saturati 
of  IT  spending,  which  is  mostly  client-server  based  and  a| 
nancially  weakened  telco  sector. 

Which  companies  will  benefit?  Not  necessarily  the  sa 
ones  that  led  the  market  in  the  late  1990s.  Internet  technok 
wLU  launch  a  new  generation  of  Microsofts  and  Ciscos.  Bel  Hat 
is  a  list  of  some  of  my  favorites. 

Siebel  Systems  (SEBL),  the  $6-billion  customer  relations 
management  firm,  was  the  first  CRM  supplier  to  make  its  s(j  See 
ware  Internet-enabled.  Even  in  the  current  times  of  tighl 
budgets,  enterprises  are  still  upgrading  their  internal  proces 
for  communicating  with  customers.  Siebel  is  the  prefer 
vendor  because  large  companies  are  now  more  likelj  Sa 
choose  the  market  leader  than  experiment  on  a  small  vem 
Siebel's  stellar  first-quarter  performance  demonstrated  thai 
execution  is  second-to-none. 

Homestore.com  (HOMS)  is  the  leader  in  online  real  est  Dai 
Growth  was  up  over  100%  last  quarter,  precisely  because  i 
estate  is  an  excellent  application  of  the  Internet's  data 
gation  and  search  capabilities.  Homestore.com  touches  ey 
aspect  of  the  real  estate  marketplace — the  real  est 
agent/broker/builder/advertiser,  etc.  Its  ERealtor.com  is  bq 
built  to  organize  aU  the  time-consuming  aspects  of  the  fiiM  ^ 
cial  transaction  into  one  easy,  real-time.  Web-based  platfq  ^ 
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In  fiber  optics  Optical  Networks 
<Nl)  makes  dense  wave  division  mul- 
)lexing  technology  for  the  metro 
,arket.  This  is  the  technology  for 
itting  multiple  w^avelengths  of  light 
a  single  fiber.  DWDM  is  the  backbone 
twork  technology  of  choice.  All  of  a 
rrier's  traffic  (voice,  data,  Internet, 
.)  rides  over  these  networks. 
This  technology  promises  explosive 
,  jwth.  Carriers  have  built  expensive 
ig-haul  DWDM  backbone  networks 
;  nnecting  all  the  major  U.S.  cities, 
ley  must  now  build  out  their  metro 
M  networks  that  connect  long-haul 
:  er  to  the  major  interconnection  cen- 
;  s  (data  centers,  central  offices,  etc.). 
.  nical  Networks  is  well  positioned 
d  has  been  steadily  increasing  its 
u  ket  share.  The  deep-pocketed  re- 
)nal  Bell  companies  are  also  starting 
[.  evaluate  DWDM  metro  solutions. 
Akamai  (akAM)  addresses  a  num- 
!  of  Internet  bottlenecks  that  can 
:  Jrade  performance — the  first  mile 
xsts),  backbones,  peering  points  and 
;  last  mile.  These  occur  for  a  variety 
:  reasons — technological,  political 
1/or  economic.  By  deploying  thou- 
ids  of  servers  in  an  overlay  network 
:  networks  around  the  globe,  Akamai 
.  helped  its  customers  bypass  most 
.  ttlenecks.  Akamai's  network  of 
>  vers  also  offers  global  load  balanc- 
1  ;  and  streaming.  A  new  Akamai 
[  )duct  dynamically  assembles  con- 
t  t  at  the  edge  of  the  network,  which 
:  I  help  reduce  or  eliminate  costly  In- 
t  net  infrastructure  that  sits  inside 
:  a  centers. 

12  Technologies  (ITWO)  is  the  leading 
mdor  in  supply-chain  management. 
[  s  expanding  its  product  lines  to  ad- 
:  ss  a  much  broader  set  of  collabora- 
f  •  e-business  needs.  Building  on  its 
c  e  competency,  12  is  developing  soft- 
i  'e  that  will  allow  companies  to  share 
a  oad  range  of  information  with  sup- 
f  -Ts,  partners  and  customers.  With 
t  re  than  $16  billion  in  cost  savings 
c  vered  to  customers  in  2000  alone,  12 
uld  be  able  to  ramp  to  $5  billion  in 
s  by  2005.  r 

II   Alberto  Vilar  is  president  &  founder, 
\w  Amerindo  Investment  Advisors  Inc. 


Choosing  Bombardier  Flexjet®  fractional  ow'nership  means  choosing 
the  world  leader  in  business  aviation.  we  design.  manufacture.  maintain  and 

OPERATE  EVERY  NEW  JET  IN  OUR  FLEET,  INCLUDING  THE  VERSATILE  LEARJET®  45  AND 
THE  ULTRA  LONG-RANGE  GLOBAL  EXPRESS?  FOR  MORE  INFORMATION  ON  THE  RIGHT 
|ET  FROM  THE  RIGHT  COMPANY.  VISIT  WWWFLEXjET.COM.  OR  CALL  l-SOOFLEXJET. 

BOMBARDIER  FLEXJET 


To  Someone 
Who  Stutters, 
It^s  Easier  Done 
Than  Said^ 

The  fear  of  speaking 
keeps  many  people  from 
being  heard.  If  you  stutter 
or  know  someone  who 
does,  write  or  call  for  our 
free  informative  brochures 
on  prevention  and 
treatment  of  stuttering. 


Stuttering 
Foundation 

OF  America  

A  Nimprofit  Organization 

Since  1947 — Helping  Those  Who  Stutter 


1-800-992-9392 

www.stutteringhelp.org 

3100  Walnut  Grove  Road,  Suite  603 
P.O.  Box  11749  •  Memphis,  TN  38111-0749 


Buy  The 
Aeror  Chair 
For  Lessi 


•  In  Stock...Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  MOler 
RetaOer 

•  Best  Price 
Anywhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


^  Ml  ^ 

(www.FM.Sit4Less.(omj 


BY  KAREN  J.  BANNAN 

ANYONE  CAN  MAKE  MONEY  ON 
the  Web,"  enthuses  Charlie  Durso, 
a  46-year-old  independent  business 
owner  with  Quixtar,  a  little-known,  but 
growing,  Web  venture.  Working  the 
room  at  the  Smithtown,  N.Y.  Sheraton, 
Durso  tries  to  take  the  mystery  out  of  the 
Internet  and  in  the  process  make  selling 
products  via  the  Web  sound  easy.  Of  the 
80  prospects  in  tonight's  group,  48  will 
sign  up  as  Quixtar  IBOs  (independent 
business  owners).  Others  will  pay  a  $20 
subscription  fee  to  shop  on  Quixtar's  site. 

Durso's  experience  isn't  unique.  This 
scenario  is  happening  night  after  night, 
across  America  and  Canada.  Casualties 
of  corporate  downsizing  and  dot-com 
disasters  are  flocking  to  such  get-rich- 
quick  schemes. 

Quixtar  is  the  online  offspring  of  $5 
billion,  Grand  Rapids,  Mich. -based 
Amway  Corp.  Launched  by  the  company 
at  the  height  of  the  Internet  stock  craze  in 
September  1999,  Quixtar's  business 
model  is  virtually  identical  to  Amway's, 
only  it's  Web-enabled.  IBOs  gather  in  cult- 
like meetings  and  chat  rooms  on  the 
Web,  and  introduce  friends,  fam.ily  and 
co-workers  to  the  password-protected 
Quixtar  Web  site  where  they  can  buy 
thousands  of  the  same  mosdy  overpriced 
health,  beauty  and  household  products 
that  Amway  sells.  Things  like  Time  Defi- 
ance, a  $62  v\Tinkle-fighting  cream  that 
promises  to  "turn  back  the  clock"  while 
you  sleep.  Or  a  Queen  ten-piece  stainless 
steel  cookware  set  that  sells  for  $700. 


While  they  are  on  the  site,  they  can 
also  shop  at  Quixtar's  more  than  80  part- 
ner stores  such  as  Omahasteaks.com, 
OfficeMax.com  and  TrueValue.com. 
When  people  make  purchases  via  the 
portal,  the  referring  IBO  is  automatically 
credited  with  a  percentage  of  the  sales. 
Like  Amway  reps,  Quixtar  IBOs  can 
make  even  more  money  by  getting  oth- 
ers to  join.  Once  they  have  IBOs  below 
them  in  the  structure,  they  garner  up  to 
25%  of  sales,  and  so  on.  Leadership 
bonuses  add  an  additional  6%  to  com- 
missions. The  more  people  you  sign  up 
to  sell,  the  more  money  you  make.  Of 
course,  Quixtar  invites  anyone  to  log  on 
and  buy  the  stuff,  but  the  goal  is  to  get 
recruits  to  pay  $39  to  become  an  IBO 
and  get  on  the  ladder. 

Ironically,  Quixtar  is  one  Web 
startup  that  actually  began  producing 
results  fast.  Within  six  months  Quixtar 
was  averaging  40  million  hits  and  $2 
million  in  sales  a  day.  By  last  fall  the 
Quixtar  reps  had  generated  total  rev- 
enues of  $518  million. 

According  to  Harris  Interactive, 
Quixtar  has  22.2%  of  all  online  sales  in 
the  health  and  beauty  category;  its  closest 
competitor,  Mary  Kay,  has  10.1%.  More 
than  42%  of  people  who  visit  the  site 
make  a  purchase,  as  compared  with  18% 
at  Amazon.com.  One  smart  innovation 
that  Quixtar  came  up  with  is  its  Ditto  De- 
livery program,  an  automatic,  monthly 
replenishment  program  that  fills  orders 
based  on  customers'  predetermined 
needs.  As  of  May  Ditto  Delivery  ac- 


counted for  30%  of  Quixtar  sales. 

"We're  successful  because  we  are  c 
ferent  ft"om  other  online  businesses 
have  a  sense  of  community,"says  Do 
DeVos,  chief  operating  officer  and  sor 
Amway  cofounder  Richard  DeVos. 
deed,  he  boasts  that  Quixtar  hasn't  sp- 
a  dime  on  advertising  or  employee 
quisition.  However,  it  is  more  likely  t 
most  of  Quixtar's  rapid  growth  camt 
the  expense  of  Amway.  As  its  reps  m« 
their  business  to  the  Web,  Amwt 
worldwide  revenues  have  remained 
at  about  $5  billion. 

This  Web  version  of  Amway  will  c 
tinue  to  attract  more  converts  if  the  eo 
omy  weakens  further  and  refugees  fr 
corporate  layoffs  become  more  desp 
ate.  Amway  makes  setting  up  an  e-b 
ness  simple,  by  creating  easy  Web  p 
templates  and  hosting  scores  of  IBO 
Internet  malls. 

Before  you're  tempted  by  Quixt 
sales  pitches  or  fancy  Web  pages, 
member  that  most  reps  in  such  org 
zations  spend  more  time  recruiting  t 
selling.  And  many  lose  money.  "I  sp 
between  $3,000  and  $5,000  on  the  b 
ness  and  had  four  people  down 
(under)  me,  but  overall  I  still 
money,"  says  Don  DeLeon,  a  23-year 
former  IBO  from  Waipahu,  Hawaii 

Take  a  lesson  from  DeLeon,  \ 
gave  up  being  an  IBO  to  go  bad 
school.  By  joining  organizations 
Quixtar,  you're  more  likely  to  fill  > 
shelves  with  bottles  of  shampoo  tha 
fill  your  bank  account  with  cash. 
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VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


EBa/s 

How  do  you  stop  theft  in  a 
store  with  19  million 
shoppers,  100,000  daily 
transactions  and  millions  of 
exits?  One  crook  at  a  time. 

BY  ROBERT  GOFF 

ON  APR.  30, 2001,  THE  CARROLLTON, 
Ga.  police  department  arrested 
Alex  Hatzopoulos  on  charges  of 
illegally  selling  crash-test  cars  on  EBay. 
Besides  breaking  Georgia  law — selling 
crash-test  cars  is  illegal  there — Hat- 
zopoulous  had  misrepresented  the  con- 
dition, makes  and  models  of  the  cars 
and  then  put  the  cars  up  for  auction. 
One  car,  advertised  as  a  1991  America  Roadster  Porsche,  was 
allegedly  assembled  from  different  years  of  the  Targa  model. 
The  sale  pulled  in  $47,000. 

Just  five  days  earlier,  police  in  Ontario,  Canada  arrested 
EBay  seller  Kris  Hunt,  charging  him  with  35  counts  of  fraud- 
ulent use  of  credit  cards,  grand  theft  and  mock  auctions.  Ac- 
cording to  the  complaint.  Hunt  raked  in  over  $23,000  from 
sales  of  computer  equipment,  but  never  delivered. 

Welcome  to  one  week  in  the  life  of  Angela  Malacari,  man- 
ager of  EBay's  fraud  investigation  team.  At  EBay's  Campbell, 
Calif,  headquarters,  Malacari  leads  a  team  of  investigators 
who  prepare  the  cases  that  help  law  enforcement  arrest,  try 
and  convict  people  who  attempt  to  defraud  EBay's  customers 
of  money  and  merchandise.  They  also  go  after  those  at- 
tempting to  sell  counterfeit,  illegal  or  bootlegged  goods. 

It's  an  overwhelming  job.  "What  we  deal  with  is  a  new 
kind  of  crime,"  says  Malacari.  "Although  there's  often  an 
electronic  paper  trail,  it's  basically  faceless." 

But  Malacari  is  prepared  for  the  task.  Before  joining  EBay 
she  was  in  the  DEA's  Violent  Gang  Task  Force  and  then  served 
as  a  special  agent  for  the  INS,  kicking  down  doors  of  New 
York  tenements  and  Asian  brothels.  She  even  broke  the 
largest  ring  of  immigrant  smuggling  in  the  U.S. — Houston's 
North  Van  Tours  case — which  brought  in  tens  of  thousands 
of  Mexican  laborers. 

Malacari  was  lured  to  EBay  by  her  husband,  Robert 
Chestnut,  EBay  Associate  General  Counsel  and  a  former  fed- 
eral prosecutor.  Today  Malacari  tackles  cybercrime,  a  persis- 
tent problem  for  the  company.  Nearly  half  of  all  fraud  com- 
plaints registered  with  the  FBI's  Internet  Fraud  Complaint 
Center  are  related  to  auctions.  EBay  claims  that  incidents  of 
fraud  on  its  site  are  very  low — about  one  in  every  40,000  list- 
ings— but  the  numbers  add  up.  About  100,000  transactions 


are  completed  every  day  on  the  site. 

To  go  after  the  criminals,  Malacari's  fraud  group  beg 
preparing  a  case  for  law  enforcement  by  gathering  all  the 
idence  it  can  on  a  particular  suspect.  "We  try  to  provide  '. 
enforcement  with  precedent-setting  cases,"  says  Malacari. 

A  typical  case  is  that  of  Luan  Chau — also  known  as  Ar 
Luan  or  Larry  Luan — who  ran  a  scam  on  EBay  from  Dece 
ber  1998  through  July  1999  from  his  apartment  in  Greenvi 
N.C.  Using  screen  names  such  as  millenniumsoftware  c 
shopware4u@aol.com,  Chau  posted  for  auction  used  sc 
ware  and  the  occasional  sports  trading  card — includin 
Topps  Kobe  Bryant  rookie  card.  Unsuspecting  buyers  w 
Chau's  auctions  and  sent  him  checks  or  money  orders  to 
ing  $33,000.  (The  Kobe  Bryant  card  sold  for  $125.)  CI 
cashed  the  checks  but  never  sent  the  goods.  Most  of  th 
losses  were  covered  by  EBay's  insurance  policy  throi 
Lloyd's  of  London,  which  covers  up  to  $200  per  transacti< 

But  keeping  Chau  out  of  EBay  wasn't  easy.  Victims  rej 
tered  their  complaints  for  Chau/Luan  on  EBay.  In  respor 
Chau  simply  inaugurated  a  new  screen  name  and  altered 
contact  information. 

Using  a  secret  in-house  technology  and  data-mining  sc 
ware  developed  by  Austin,  Tex.-based  InfoGlide,  Malaca 
team  identified  all  of  Chau's  identities  and  compiled  a  rec« 
of  his  fraudulent  transactions.  In  September  1999  they  p 
sented  the  attorney  general's  office  in  Wake  Forest,  N.C.  w 
a  ready-made  case  against  him.  In  April  2000  Chau  was 
dered  to  refiand  everyone  he  defrauded,  to  refrain  from  s 
ing  anything  on  the  Internet  for  a  period  of  ten  years  unl 
he  first  secures  a  $50,000  bond  and  to  pay  a  $10,000  fine. 

A  slap  on  the  wrist  considering  how  easy  it  is  to  creal 
new  Web  identity  and  start  over.  Ever  try  kicking  down  a 
volving  door? 
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Forget  paintbrushes  and  chisels. 
Today's  hottest  new  art  tools  are 
XML  and  Java. 

BY  SUSAN  DELSON 

TYPE  A  WEB  SITE  URL— ANY  URL— INTO  "FEED,"  AN 
online  artwork  by  Mark  Napier  (www.potatoland.org). 
Immediately  the  screen's  nine  windows  jump  into  ac- 
tion. Text  zooms  by  at  unreadable  speed.  Colors  careen 
through  a  grid  of  tiny  squares.  A  horizontal  graph  whips  up 
three-color  spikes  like  a  demonic  EKG.  Abruptly,  the  action 
ceases  for  a  moment;  the  screen  radiates  an  almost  meditative 
calm.  And  then  it  all  starts  again,  untU  the  entire  Web  site  has 
been  processed.  Stripping  away  what  Napier  calls  the  "dis- 
tracting veneer  of  content,"  "Feed"  turns  Web  data  into  a 
dizzying  display  of  graphical  activity — part  mathematical  al- 
gorithm, part  Jackson  Pollock. 

This  is  not  your  mother's  over-the-couch  art.  Napier's  "an- 
tibrowser"  is  just  one  example  of  a  new  type  of  visual  expres- 
sion: digital,  dynamic  and  made  specifically  for  the  Internet. 
Some  works,  like  "Feed,"  reshape  live  data  from  the  Web.  Oth- 
ers use  telerobotics.  Flash  animation  and  Web  browsers  the 
way  Leonardo  daVmci  used  paint  and  charcoal.  As  varied  as 
the  technologies  that  produce  it,  online  art  is  flourishing.  This 
year  it  hit  the  museum  scene,  big-time,  and  now  galleries  are 
trying  to  figure  out  how  to  sell  it. 

Tliis  spring  saw  the  rollout  of  major  Net  art  exhibitions  on 
both  coasts,  from  the  San  Francisco  Museum  of  Modern  Art's 
010101:  Art  in  Technological  Times  to  the  Whitney  Museum  of 
American  Art's  recent  Data  Dynamics.  New  York's  Museum  of 


ayedl  I 


"Apartment"  by  Mar 
Wattenberg  and  Marek  Waicz: 

Modern  Art,  London's  Tate  Britain  and  even  the  staid  Smitl 
sonian  are  getting  into  the  act  Meanwhile,  long-running  digi  | 
culture  sites  like  Rhizome.org  and  Turbulence.org  act  as  inc 
bators  for  this  high-tech  art.  (For  a  list  of  sites,  see  box,  page  4' 
So,  online  art's  out  there.  But  ...  is  it  art?  For  the  peof  I 
who  make  it,  the  answer  is  indisputably  yes.  "My  criteria  ll 
art  is  that  it's  beautiful  and  that  it  changes  the  way  you  see  t| 
world,"  says  Martin  Wattenberg,  whose  works  are  featured  • 
several  museum  sites.  "To  my  mind,  this  art  is  both." 

But  those  of  us  who  don't  program  software  might  not 
so  sure.  Net  art  is  less  than  a  decade  old,  and  even  its  most  :| 
dent  champions  wouldn't  describe  it  as  a  mature  media 
Photography  took  more  than  half  a  century  to  be  taken  sel 
ously  as  a  fine  art  form.  Video  spent  years  on  the  counterc 
tural  fringes  before  reaching  the  museum  gallery.  By  compal 
son,  online  art  is  still  in  its  formative  stages.  ObsertI 
Wattenberg,  who  has  worked  visualizing  financial  data  ll 
SmartMoney.com  since  1996,  "If  Net  art  were  a  compaj[ 
right  now  would  be  a  couple  of  months  before  the  IPO." 

For  the  artists  that's  part  of  the  appeal.  But  it  also  meal 
that  the  idea  behind  a  work  can  sometimes  be  more  co]| 
pelling  than  what  actually  appears  on  the  screen.  And  for  vi^ 
ers  without  a  thorough  grounding  in  technology — or  c| 
vanced  math — the  most  innovative  visual  programs  can  se«| 
like  little  more  than  high-end  screensavers. 

But  Web  art  is  much  more  than  that.  Its  most  striking  cl 
ference  from  traditional  art  is  the  more  active  role  of  ll 
\'iewer — or  should  we  say,  user — whose  input  is  often  essen 
to  completing  the  work.  Take  "Apartment,"  a  work  by  Watt<j 
berg  and  Marek  Walczak.  As  users  type  their  thoughts  into 
computer,  the  program  translates  their  words  into  blueprij 
for  individual  apartments — the  more  talk  about  dreams  a  I 
sex,  for  instance,  the  bigger  the  bedroom.  The  basic  set- 
couldn't  be  sbnpler:  no  user,  no  art. 

You  might  get  used  to  interacting  with  your  art.  But  \| 
you  want  to  collect  this  stuff?  Art  dealers  call  Net  art  a  toiil 


Eduardo  Kac's  Net  installation 
"Gdnesis,"  making  art  with 
mutating  bacteria. 
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sell.  "People  love  objects,"  explains^ 
gallery  owner  Sandra  Gering,  who  first 
worked  with  online  art  back  in  the  mid- 
1 990s.  This  art  is  only  accessible  to  those 
with  a  computer  and  a  Web  connection. 

For  the  time  being  at  least,  works  that 
embed  Net  art  in  physical  installations 
fare  considerably  better  in  the  market- 
place. While  computer  code  is  the  core 
of  John  F.  Simon's  art,  Gering  sells  his 
work  as  sculptural  objects— software, 
computer  and  screen  in  a  complete  pack- 
age. And  in  a  concept  borrowed  from 
printmaking  (and  video  art),  she  issues 
them  in  limited  editions  of  a  dozen  or 
less — all  of  which  have  sold  out,  at  prices 
ranging  from  $20,000  to  $50,000.  If  the 
software  crashes,  the  collector  simply 
ships  the  piece  back  to  the  gallery  for  a 
quick  fix  by  Simon. 

One  collector,  New  Jersey  physician 
John  Burger,  who's  bought  all  five  editions 
to  date,  never  even  ovmed  a  personal  com- 
puter. For  him,  Simon's  works  are  abstract 
art — "so  intelligent,  so  creative,  so  unlike 
anything  I'd  ever  seen" — and  the  digital 
aspect  is  almost  beside  the  point. 


Other  dealers  bear  out  Gering's 
assessment:  you  need  an  object — a 
tangible  thing — to  sell.  Julia  Friedman's 
recently  opened  Chicago  gallery  handles 
sculptural  pieces  with  Web  elements,  like 
Eduardo  Kac's  "Genesis,"  a  work  that 
incorporates  live,  eerily  beautiful  Webcam 
images  of  mutating  bacteria. 

But  other  sales  models  are  emerging. 
Simon  sells  an  unlimited  edition  of 
"Every  Icon" — a  work  featured  in  last 
year's  Whitney  Biennial — on  the  Web  for 
$20,  in  a  do-it-yourself  download.  So  far, 
he's  moved  about  90  of  them,  and  sales 
have  picked  up  since  operations  moved 
to  an  Amazon.com  ZShop. 

Netomat,  an  online  application 
offering  an  "alternative  browsing 
experience,"  has  been  available  for  free 
download  at  Netomat.net  since  June 
1999.  So  far  there  have  been  750,000 
downloads.  Now  its  developer,  Maciej 
Wisniewski,  has  quit  his  post  as  an  XML 
developer  at  IBM.com  to  convert  his  art 
project  into  an  interactive  e-mail  client. 

Michele  Thursz,  director  of  New 
York's  Moving  Image  Gallery,  is  working 


with  artists  to  sell  shares  in  limited-accej 
collecting  communities.  The  collectoi 
will  share  in  the  ongoing  creative  won 
of  artist-designed  Web  sites,  and  in  tl 
sale  of  any  digital  prints  or  other  objec 
that  result.  Etoy,  a  Net  art  groupi 
represented  by  New  York's  Postmaste 
Gallery,  has  already  issued  640,000  shar 
in  its  digital  collective,  1 5%  of  which  a 
owned  by  collectors.  Buyers  even  g 
signed  collectible  stock  certificat 
emblazoned  with  the  artwork.  Even 
Etoy  art  never  appreciates,  the  certificaO  I) 
on  your  living  room  wall  may  st 
brighten  your  day. 

Surprisingly,  corporations  and  gover)  jie 
ment  agencies  are  buying  into  this  untest< 
art  form.  John  Klima's  Net-based  won 
"ecosystm,"  was  commissioned  by  Zurii 
Capital  Markets  for  the  employees'  louniP),es 
of  its  New  York  office.  Converting  indivi 
ual  world  currencies  into  competing  floQ 
of  birds,  "ecosystm"  tracks  currency  fli 
tuations — which  directly  affect  the  we)  ipai 
being  of  each  flock — and  global  weath 
both  in  real  time.  Cost  $14,000  and  coui 
ing.  And  that  doesn't  include  the  exl 
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Call  1-800-OK-CANON  ext.  50  or  visit  www.lmagerunner.com 


OvernlgW 
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A  box  that  delivers 
paper  documents 
anywhere  overnight 
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Introducing  the  Canon  imageRUNNER  with  document  distribution  technology.  Now 

send  paper  documents  anywhere,  in  any  form,  at  anytime,  right  over  your  network  or  the  internet.  Instantai 
Simply  scan  a  document  into  the  imageRUNNER  5000,  and  you  can  send  it  to  any  desktop,  e-mail  i 
fax  machine,  database  or  file  server.  And  since  the  Canon  imageRUNNER  is  capable  of  integrating  directly  vn 


•  Requires  additional  software  which  is  sold  separately.  Speak  to  your  authorized  Canon  dealer. 
Canon  is  a  registered  trademark  and  IMAGERUNNER  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  IMAGEANYWARE  is  a  service  mark  of  Canon  U.S.A..  Inc.  ©2001  Cj 


)( )( )  that  Zurich  spent  for  a  50-inch  gas- 
ana  monitor  to  display  it  aU  on. 
Another  KHma  work,  "Earth,"  has 
n  leased  for  $1,000  a  year  by  the 
ional  Library  of  Medicine  for  its 
hesda,  Md.  buUding.  "You  license  it 
Windows  98,"  the  artist  notes.  "At 
end  of  18  months,  they'll  still  own 
software,  but  there  are  no  more 
lates  or  tech  support." 
Artist  Wattenberg  is  also  looking  to 
gn  custom-interface  art  for  corporate 
0  sites.  "I  can  see  a  corporation 
unissioning  me  to  design  a  beautiful 
It  end,"  he  says,  "like  the  big, 
uressive  sculpture  in  the  front  lobby." 
h  Rhizome.org  as  the  producer, 
tenberg  is  currently  developing  an 
rface  for  NASA's  art  collection  on  the 
3,  expected  to  launch  by  early  2002. 
[t's  not  surprising  that  Web-based  art 
ers,  like  Eyestorm.com,  are  getting 
this  market.  The  U.K.-based 
pany,  which  began  selling  digital 
tography  online  in  December  1999, 
has  a  dozen  digital  art  projects  in  the 
line,  half  of  which  should  launch  this 


fall.  Like  other  dealers,  Eyestorm  is 
looking  at  a  wide  range  of  sales  strategies, 
from  corporate  commissions  to  limited- 
edition  CD-ROMs  and  DVDs  to 
micropayments  on  a  pay-per-view  basis. 

Lest  you  think  the  medium  is 
pausing  to  catch  its  breath,  rest 


assured — the  envelope  is  still  being 
pushed.  Currently  in  the  works:  at  least 
one  show  of  art  created  for  pagers,  cell 
phones  and  PDAs.  Which  begs  the 
question,  how  do  you  prevent  illegal 
copying  when  art  is  being  beamed  from 
cell  phone  to  cell  phone?  F 


IS  IT  ART  YET?  A  USER'S  GUIDE 


Museum  Wob  Sites 

Dia  Center  for  the  Arts 

www.diacenter.org 

Museum  of  Modern  Art 

www.moma.org/timestream 

San  Francisco  Museum  of 
Modern  Art 

www.sfmoma.org 

Click  on  OlOIOI:  Art  in  Technological 
Times;  Crossfade 

Smithsonian  American  Art 
Museum 

www.AmericanArt.si.edu 

Click  on  Helios 

Walker  Art  Center 
www.walkerart.org 
Click  on  Gallery  9;  Crossfade 


Whitney  Museum  of 

John  Simon 

American  Art 

www.numeral.com 

www.whitney.org/artport 

Martin  Wattenberg 

Digital  Culture  Web  Sites 

www.bewitched.com 

Rhizome 

with  Marek  Walczak: 

http://rhizome.org 

www.mw2mw.com 

Turbulence 

Maciej  Wisniewski 

www.turbulence.org 

www.netomat.net 

Artists'  Web  Sites 

Gallery  Web  Sites 

Etoy 

Juiia  Friedman  Gallery 

www.etoy.com 

www.juliafriedman.com 

Eduardo  Kac 

Sandra  Gering  Gallery 

www.ekac.com 

www.geringgallery.com 

John  Klima 

Moving  Image  Gallery 

www.cityarts.com 

www.movingimagegallery.com 

Mark  Napier 

Postmasters 

www.potatoland.org 

www.postmastersart.com 

Or  a  box  that 
slivers  them  instantly 
over  the  internet? 
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f  mail,  lanfax,  and  document  management  software,  you  can 
[your  investment  in  these  systems*.  The  cost  and  hassle 
I  ht  delivery  are  finally  over.  At  Canon,  we're  giving  people 
jhow  to  make  paper  documents  work  in  an  internet  world. 
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KNOW  HOW 


Virtual  Jam 


Sharing  files  over  the  Web 
Is  not  just  for  teenagers. 
Musicians  around  the 
world  are  using  it  to  form 
collaborations  never 
dreamed  of. 


BY  BEN  RATLIFF 

LITTLE  DID  FRANK  SINATRA  KNOW,  WHILE  RECORDING 
his  Duets  album  in  1993,  that  he  was  ushering  in  the  fu- 
ture of  musical  collaboration.  The  77-year-old  legend 
could've  held  court  in  Capitol  Records'  Studio  A  in  Los  An- 
geles. He  could've  demanded  that  his  big-name  partners 
come  to  him.  Instead,  he  sang  alone,  working  from  sheet 
music  highlighted  to  indicate  the  lyrics  he  should  skip  to  let 
his  collaborators  fiU  in.  U2's  Bono  called  in  his  part  of  "I've 
Got  You  Under  My  Skin"  from  Dublin  over  a  high-speed 
ISDN  line.  Liza  Minnelli  rang  in  her  piece  from  Brazil.  Tony 
Bennett  zapped  in  "New  York,  New  York"  from  the  Big  Apple. 

Sure,  the  project  racked  up  some  monstrous  phone 
bills.  And  some  thorny  technical  challenges.  But  they  were 
nothing  compared  to  getting  more  than  a  dozen  pop  stars 
into  the  same  room  over  the  course  of  a  single  week. 

Eight  years  later  it's  still  no  breeze  for  musicians  to  work 
together  remotely,  but  the  promise  of  Sinatra's  pioneering 
album  is  being  played  out  daily — over  the  Web.  On  sites  like 
RocketNetwork.com  and  Tonos.com,  not  only  are  music- 
industry  stars  beginning  to  enjoy  the  ease  of  long-distance 
collaboration,  but  an  aspiring  Springsteen  in  his  SL  Louis  base- 
ment can  jam  with  like-minded  musicians  in  Sydney  or  Prague. 

Take  Todd  Shoemaker.  By  day  he  is  a  studio  engineer 
working  on  Elton  John's  next  album.  By  night  he  produces 
his  own  techno  music  in  a  duo  called  PositiveNegative.  "Usu- 
ally, techno  musicians  are  single  individuals  who  sit  in  a 
room  with  a  lot  of  keyboards  and  equipment,  doing  their 
thing,"  says  Shoemaker.  It's  not  easy  to  collaborate  live,  partly 
because  techno  musicians  all  use  the  same  "instruments"  and 
often  have  to  take  turns  at  the  controls. 

So  he  goes  to  www.RocketNetwork.com,  a  site  that  aids  the 
collaboration  process  online.  With  it,  musicians  can  use  soft- 
ware systems  like  EMagic's  Logic  Audio  or  Steinberg  Media's 
Cubase  to  create  their  own  tracks,  then  stream  them,  in  com- 
pressed form,  through  the  ether.  It's  not  in  real  time,  but  with 

48     FORBES"  Best  of  The  Web  ■  June  25,  2001 


quick  uploads  and  downloads,  a 
instant  message  chat,  musicians  c 
work  on  the  same  song  more  or  less 
multaneously — without  getting  outi 
the  chair  and  breaking  creative  focus, 
more  lounging  around  in  studios 
hours  while  each  instrumentalist  lays  do 
an  individual  track. 
Shoemaker  also  uses  RocketNetwork.com  to  "ja 
(though  not  in  real  time)  with  people  around  the  wc 
whom  he  doesn't  know.  The  site  has  a  database  of  registei 
musicians,  sorted  by  musical  genres.  If  you're  looking  for  a 
menco  guitarist  or  a  reggae  drummer,  simply  search  the ; 
where  musicians  post  interests,  influences  and  audio  cl 
The  fact  that  you  need  semiprofessional  equipment  and 
pensive  software  to  use  Rocket  filters  out  the  amateurs. 

Amateurs  can  go  to  sites  like  Tonos.com.  Instead  of  < 
abling  music  production  programs  that  cost  hundre 
even  thousands  of  dollars,  Tonos  lets  users  download  a 
the  TC-8,  a  virtual  eight-track  digital  recording  and  m 
ing  system  with  basic  controls  for  reverb,  compressii 
distortion  and  equalization.  It  demands  nothing  m 
complicated  from  the  user  than  just  recording  somethi 
digitally  into  the  computer  using  a  plug-in  mike  and 
PC's  sound  card.  Tonos  also  serves  as  a  grassroots  tall 
scout  tool  for  the  industry  professionals  behind  it,  like  soi 
writer  Carol  Bayer  Sager  and  producer  Kenneth  (Babyfa 
Edmonds.  But  Tonos  users  are  mostly  hobbyists. 

U.K.-based  RocketNetwork  is  aiming  squarely  for 
professional  musician  and  studio  market.  A  recent  eq^ 
deal  with  market  leader  Digidesign 
enabling  use  of  its  ProTools 
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package,  wiU  give  Rocket 
an    important  edge 
Founded  in  1995,  the 
company  currently 
has  45,000  users  who 
pay  a  monthly  fee,  rang 
ing  from  $10  for  basic 
services  to  $10,000  for 
film  studios  that  use 
to  transmit  entire  movie 
tracks.  One  aspiring  musi- 
cian attracted  to  Rocket- 
Network  is  billionaire  Paul 
Allen,  whose  Vulcan  Ven- 
tures  has  joined  with 


Is  your  workforce 
evolving  faster 
than  your  benefits? 


Today,  companies  of  all  sizes  are  challenged  by  the  needs  of  an 
employee  base  that's  more  diverse,  technologically  savvy,  and  more 
demanding  than  ever.  A  partnership  with  Prudential  gives  you 
a  distinct  advantage.  We  offer  simple,  cost-effective  ways  to 
revolutionize  your  benefits  for  an  evolving  workforce. 


Smarter  technology.  When  it  comes 
to  pioneering  benefits  technology, 
Prudential  is  ahead  of  the  curve. 
Our  Web-based  services  for  employers 
provide  you  with  timely  plan  information 
in  ways  that  are  easy  to  use.  And  with 
account  access  via  prudential.com  or 
a  wireless  Palm™  VII  series  handheld 
computer,  your  busy  employees 
can  stay  informed  and  process 
transactions  anytime. 

Highly  responsive  service.  Prudential 
is  making  it  easier  for  you  and  your 
employees  to  receive  great  service — 
online,  face  to  face,  or  over  the  phone. 
Plus,  you'll  always  have  direct  access 
to  our  highly  trained  account  specialists, 
who  provide  expert  solutions  to  help 
meet  your  benefit  needs. 


Prudential's  Online  Retirement 
Center  lets  your  employees 
manage  their  401(k)  accounts 
and  process  transactions,  24/7. 


More  choices.  With  Prudential,  you 
can  deliver  the  best-in-class  products 
your  employees  want.  Our  retirement 
program  features  investment  choices 
from  Prudential  and  other  leading 
money  managers,  covering  a  spectrum 
of  investment  styles  and  objectives  as 
wide-ranging  as  your  employee  base. 

Benefits  that  go  beyond.  Wliat  if  you 
want  to  extend  your  employee  products 
and  services  beyond  core  benefits? 
WorkmgSolutions,**'*'  our  turnkey  voluntary 
benefits  program,  offers  your  employees 
everything  from  payroll-deducted  auto 
and  homeowners  insurance  to  financial 
plarming  and  real  estate  services. 

Revolutionize  your  benefits  today. 

Contact  us,  visit prudential.com,  or  talk 
to  your  benefits  consultant  or  broker  to 
learn  more  about  our  array  of  employee 
benefits  programs.  And  find  out  how 
your  company  can  leverage  Prudential's 
benefits  expertise. 

1-877-778-5899  ext.  5337 
prudentlai.Gom 


Prudential  (Mj  Financial 

Crowing  and  Protecting  Your  Wealth" 

products  and  services  are  distributed  by  Prudential  Investment  Management  Services  LLC  (PIMS),  Three  Gateway  Center,  14th  Floar,  Newfark,  NJ  07102-4077.  PIMS  is  a  Prudential  company  Group  Insu'nnce 
i  are  underwritten  and  group  annuities  are  issued  by  The  Prudential  Insuronce  Company  of  America,  751  Broad  Street,  Newark,  New  lersey  Prudential  Real  Estate  brokerage  services  are  offered  through  the 
iS  of  The  Prudential  Real  Estate  Affiliates,  Inc.,  a  Prudential  company  Most  franchisees  are  independently  owned  and  operated.  Equal  Housing  Opportunity.  Auto  ond  Homeowners  insurance  underwritten  by 
insurance  Company,  Chattanooga,  TN.  Not  ovailable  in  all  states.  WorkingSolutions  and  Prudential  Financial  ore  service  marks  of  Prudential,  Newark,  Nl  ond  its  affiliates. 
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investors  like  )P  Morgan  to  pour  in  more 
tlian  $25  million. 

Film  soundtracks,  in  particular,  are 
perfect  for  Rocket's  remote-collaboration 
technology,  since  artists  are  often  called 
upon  by  film  studios  to  record  one-shot 


of  an  online  jam  session,  but  to  me,  a 
jam  session  means  real  time,"  Rodgers 
laughs.  "This  ain't  that.  It's  as  close  to  it 
as  you  can  get  by  cutting  and  pasting, 
but  that's  all." 

Others  see  it  as  simply  too  technically 


"They're  trying  to  sell  the  concept  of  an  online  jam 
session,"  says  Nile  Rodgers.  "This  ain't  that,"  


songs  while  they're  touring,  on  vacation 
or  otherwise  indisposed.  In  April  Sheryl 
Crow  needed  to  be  included  in  the  mix- 
ing process  for  a  track  she  recorded  called 
"Kiss  the  Girl"  for  the  soundtrack  of  the 
film  Bridget  Jones's  Diary.  But  she  was  in 
London,  the  session's  mixing  engineer 
was  in  Kauai,  Hawaii  and  the  songwriter 
was  in  Oregon. 

Thanks  to  Rocket,  Crow  and  the  stu- 
dio engineers  were  able  to  collaborate 
and  the  final  mix  was  sent  to  the  film 
production  company,  her  record  com- 
pany and  the  movie  distributor  within 
48  hours.  Rocket  has  even  connected 
the  sounds  of  Australia's  Aborigines 
with  music  being  produced  in  Los  An- 
geles. When  the  producer  of  the  theme 
music  for  CBS'  hit  TV  series  Survivor  de- 
cided to  include  the  sound  of  a  didgeri- 
doo  in  the  show's  theme  music,  it  was 
recorded  in  the  Undara  Lava  Tubes  in 
Australia's  outback  with  an  Apple  lap- 
top and  a  microphone.  The  track  was 
then  zapped  wirelessly,  using  a  satellite 
Web  hookup,  to  be  mixed  in  L.A. 

Right  now  RocketNetwork  has  a  lot 
more  potential  than  it  has  business.  The 
firm  has  yet  to  turn  a  profit,  but  expects 
to  generate  $2  million  in  revenues  by  the 
end  of  this  fiscal  year.  Startup  Tonos 
landed  a  $10  million  second  round  last 
October,  bringing  its  total  funding  to 
$19.4  million.  Convincing  a  sizable  num- 
ber of  the  hundreds  of  millions  of  musi- 
cians and  audio  professionals  around  the 
world  to  sign  up  for  these  new  services 
won't  be  easy.  Most  still  prefer  face-to- 
face  collaborations,  where  they  can  im- 
provise and  groove  with  one  another. 

Nile  Rodgers,  producer  for 
Madonna  and  David  Bowie,  argues  that 
these  long-distance  methods  simply 
can't  compete  with  live  human  interac- 
tion. "They're  trying  to  sell  the  concept 


complicated  for  most  musicians:  John 
Davis,  a  New  York-based  film  composer 
and  mixer,  tried  to  set  up  Rocket  and 
gave  up,  after  it  repeatedly  crashed  his 
machine.  "It's  way  too  bulky  and  compli- 
cated at  this  point.  It's  just  too  early." 

Duets  producer  Phil  Ramone,  who's 
worked  with  Paul  Simon  and  BUly  Joel, 
disagrees.  "A  lot  of  people  in  this  busi- 
ness don't  like  the  technology  because 
they  think  there  are  no  interpersonal 
relationships  there,"  he  said.  "But  there 
r' '      '  — '       • — 


really  are,  in  the  writing  process  espe 
cially."  Collaborating  composers  ca 
zip  draft  scores  to  each  other  for  fine 
tuning,  rather  than  undergoing  th< 
process  in  a  more  costly  studio  setti 
when  musicians  are  assembled  live 

If  these  new  technologies  are  to  su 
ceed,  it  may  be  the  record  compani 
themselves  that  ultimately  get  the  mu; 
cians  to  embrace  them.  Duets,  whi 
brought  together  Sinatra  and  13  oth 
pop  superstars  with  little  inconvi 
nience,  entered  the  Billboard  charts  j 
number  two  and  went  triple  platinuil 
A  1994  sequel  collaboration  also  so 
more  than  1  million  copies — somji 
thing  that  EMI  Capitol  Records  wo 
soon  forget. 

Imagine  bringing  together  divas  li 
Aretha  Franklin,  Celine  Dion,  Madon: 
and  Whitney  Houston  without  haviiti 
to  worry  about  scheduling  or  egos 


TAKING  ROCKETNETWORK  FOR  A  TEST  LAUNii 

To  see  exactly  what  it  takes  to  collaborate  remotely  with  RocketNetwork.com,  Best  of  The  Web  as| 
two  renowned  New  York  City  jazz  musicians,  horn  player  Chico  Freeman  and  percussionist  Gene  Jacki 
to  set  up  an  online  session.  Both  are  technically  savvy,  both  regularly  compose  and  edit  songs  using! 
music  production  program  Logic  Audio  and  both  have  broadband  access— wNle  not  a  requirement  for  ill 
Rocket,  it  helps  a  lot.  We  sat  in  Freeman's  Manhattan  home  studio  to  watch  and  listen  as  he  collabon| 

with  the  Brooklyn-based  drummer,  who  was 
not  to  have  to  schlep  his  drum  kit  anywhere. 

Freeman  has  been  using  RocketNetwork  fori 
years.  Jackson  is  a  new  user:  He  had  to  registerl 
download  a  newer  "Rocketized"  version  of  L,l 


Audio.  Doing  that,  and  perusing  the  site  am| 
demos,  took  him  a  few  hours. 

Freeman  began  the  session  by  opening  the  IJI 
program.  Setting  the  tempo  for  his  new  si 
"Judgement"  at  1/16,  he  then  recorded  two  tracks,  bass  and  keyboard.  Then,  without  using  his  broil 
he  launched  RocketNetwork  directly  from  Logic  and  initiated  a  new  session  on  the  site.  He  markedl 
private  and  formally  invited  percussionist  Jackson  to  participate  via  the  program's  instant  mesi 
function.  The  invitation  process  keeps  out  unwanted  participants.  Then  Freeman  uploaded  his  trac 
the  Rocket  server.  A  minute  later,  a  message  from  Gene  popped  up:  "So  far,  so  good."  Fifteen  min| 
later,  another  message  flashed.  Gene  had  already  recorded  his  six-track  drum  part. 

It  turns  out,  though,  that  Jackson  had  only  sent  Freeman  one  of  six  percussion  tracks  he  recor  j 
Jackson  failed  to  select  each  track  individually  for  uploading  to  RocketNetwork's  server.  While  he  w 
for  the  other  five  tracks.  Freeman  listened  to  the  one  Jackson  did  send,  and  picked  up  his  tenor  s| 
start  riffing  out  a  melody. 

The  drum  tracks  took  20  minutes  to  arrive  because  Jackson  sent  the  higher-quality  source 
not  the  compressed  ones  normally  used  in  the  collaboration  process.  Freeman  beamed  back  an  in  I 
message:  "You  only  send  the  source  file  when  you're  done,  man."  Freeman  used  the  waiting  time  to  ri  j 
his  sax  part  on  top  of  the  bass,  keyboard  and  single  drum  track.  Finally  "Judgement,"  a  rich,  sultry  i| 
track  jazz  tune  lasting  five  and  a  half  minutes  was  completed.  Total  Web  collaboration  time:  one  hoi 
minutes.  The  verdict  from  first-time  RocketNetwork  user  Jackson,  "I'm  blown  away!"  Freeman  has  all 
begun  scouring  the  site's  database  for  other  musicians  to  work  with.  —Missy  Suj 
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How  complex  is  your 
IT  project? 


If  you're  about  to  tackle  an  ambitious 
technology  project,  you'd  better  sit  down. 
And  call  us. 

At  AMS  we've  managed  IT,  eBusiness, 
and  systems  integration  projects  of 
nail-biting  complexity  all  over  the  world. 

And  not  only  do  we  succeed  in  getting 
difficult  projects  done,  we  also  make  the 


process  of  doing  them  a  lot  less  grueling. 

Wliich  is  one  reason  why  85%  of  our 
business  comes  from  companies  we've 
already  worked  with. 

Before  you  decide  on  a  shortlist  of 
consultants,  we  hope  you'll  look  into  AMS. 

We  can  improve  a  lot  more  than 
your  posture. 


Industrial 
strength  IT 


ams.com 


Traveling  the  Web 
using  Netscape  or 
Internet  Explorer? 
Turbocharge  your 
journey  with  these 
add-ons. 

Browser  Power 

BY  JENNIFER  MCCULLAM 

IF  YOU  WERE  ABOUT  TO  TAKE  A  ROAD  TRIP,  WHICH 
vehicle  would  you  rather  set  out  with — a  base  model  Toyota 
Camry  or  the  same  car  fitted  with  a  12-disc,  6-speaker 
stereo,  radar  detector  and  navigation  system?  The  car  with  all 
the  extras,  of  course.  The  same  applies  to  Web  travel.  Most  of 
us  use  the  latest  browsers  from  Netscape  or  Microsoft.  They're 
good,  but  there  are  a  number  of  mosdy  free  downloads  that 
can  turn  your  Web  journey  into  a  joy  ride. 

TALK  TO  YOUR  BROWSER 

Mylvan  www.myivan.com 

Fed  up  with  typing  and  clicking?  Order  Mylvan  for  your  Win- 
dows PC  for  $50  and  surf  the  Web  by  talking  to  a  tiny  animated 
agent  who  looks  something  like  a  purple  M&M.  Tell  Ivan  "I 
want  to  buy  a  car,"  and  a  search  engine  displays  five  car  sites. 
Ivan  will  take  you  to  any  site  you  ask,  but  he  favors  sites  he  has 
an  alliance  with,  including  CNN  and  Williams-Sonoma.  Un- 
fortunately, Ivan  tends  to  pick  up  background  noise  easily, 
which  causes  him  to  jump  erratically  between  pages. 

VIEW  MANY  SITES  AT  QNCE_ 

OnePage  www.onepage.com/myweb.html 

Use  this  to  view  all  of  your  favorite  sites  on  your  screen  at  once 
in  real  time.  The  sofi^vare  lets  you  select  the  pages,  fi'ames  or 
even  a  single  graphic  you  want  to  feature  on  your  personalized 
home  page.  Now  multitaskers  can  create  up  to  20  personalized 
screens — say,  of  sport  sites  or  financial  sites — each  containing 
up  to  ten  Web  sites.  Don't  know  which  sites  to  include?  OnePage 
has  a  catalog  or  go  to  Forbesbest.com  for  our  selection. 

SET  TRAVEL  PLANS 

Sidestep  www.sidestep.com 

Download  SideStep  on  your  PC  and  this  travel  booking  ap- 
plication attaches  to  your  IE  browser,  allowing  you  to  surf 
other  sites  while  you  find  tickets  or  hotel  reservations. 
Search  airfares  to  Maui  while  you  shop  for  that  Tomas  Maier 
bikini.  Once  you  select  a  flight,  the  program  gives  you  the 
option  of  connecting  to  a  booking  agent.  In  our  test,  Side- 
Step found  cheaper  flights  than  Travelocity  or  Expedia  more 
than  60%  of  the  time. 
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CHECKOUT  FASTER 
Obongo  Companion  http://download.cnet.co|| 

Before  you  head  to  the  online  checkout,  make  sure  you're  usiijl 
Obongo.  Once  installed  on  your  browser,  Obongo  will  store  i\ 
your  personal  information,  including  passwords  and  billing  iil 
formation,  and  supply  it  to  the  e-tailer  with  the  click  of  a  bul 
ton.  It  will  also  help  you  comparison  shop  and  provide  pro(l 
uct  reviews.  Recently  released  Netscape  6  offers  a  similar  featm| 

MAKE  A  PHONE  CALL  FROM  YOUR  PC 

Dialpad  www.dialpad.c 

Who  cares  what  AT&T  or  Sprint  are  charging  for  long-di 
tance?  With  Dialpad,  you  can  make  free  calls  within  the  U 
directly  from  your  PC  to  any  phone  or  cell  phone.  It  also  ( 
fers  reduced  rates  for  international  calls.  To  the  U.K.,  it': 
cents  a  minute;  Hong  Kong,  6  cents;  Israel,  12  cents  ai 
India,  45  cents.  It  works  best  if  you  have  broadband  a 
you'll  need  to  spend  $20  for  a  headset. 


BROWSER-FREE  SURFING 
Excite  IMessenger  http://messenger.excite.ci 

This  Web  portal  allows  you  to  customize  a  separate  conti 
panel  that  can  be  displayed  anywhere  on  your  desktop.  Ke 
track  of  your  stocks,  watch  news  clips  scroll  (with  image 
listen  to  your  favorite  radio  station,  access  e-mail  and  se 
instant  messages  without  ever  opening  your  browser 


Iro 


ELIMINATE  ADVERTISING 

AdSubtract  www.adsubtract.ci 

With  AdSubtract's  filtering  software,  flashing  banner  ads  a 
pop-up  windows  disappear,  which  decreases  your  downl( 
time  and  might  eliminate  a  few  headaches.  The  site  also  he! 
you  maintain  your  privacy  online  by  eliminating  cookies 
well.  For  those  sites  that  need  cookies  to  function,  like  sho 
ping  or  banking  pages,  you  can  disable  AdSubtract  fn 
functioning. 


YOUR  OWN  PERSONAL  WER  LEXICON 
Atomica  www.atomica.o 

Reading  about  Tiger  Woods  and  don't  understand  what 
"eagle"  is?  Alt-click  any  word  in  a  site  to  activate  the  Atom 
toolbar  on  your  desktop.  Atomica  opens  a  small  wind 
with  a  brief  definition,  without  forcing  you  to  leave  the  sit< 
to  open  a  search  engine. 
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reducing  Corporate  E-mail  PLUS, 
e  way  wireless  e-mail  should  be. 

vhat  your  employees  need  to  be  truly  productive.  So  give  it 
.  "lem — with  the  only  solution  that  combines  the  security  of 

less  corporate  e-mail  from  BlackBerry™  and  the  speed  of 

I  ractive  Messaging  PLUS.  So  now  your  employees  can 

■  imunicate  and  share  information  wherever  and  whenever 

I  '  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution 

i  does  more  for  your  business? 
I 

gular^'^  MyBiz^^  hteractive  offers  a  range  of  smart  wireless  data 
ttions  including  Corporate  E-mail  PLUS.  Call  1-877-826-2753  or  visit 
fularinteractive.com/ce32  to  find  out  how  we  can  help  your  business  today. 


ACKBERRY 

£  S  S    t  M  A  I  I  SOLUTION 

T  Interactive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  companies  including  SBC  and  BellSouth 

]e  available  in  more  than  93%  of  U  S  urban  business  population.  ©2001  Cingular  Interactive,  L.P,  A!l  nghts  reserved,  Cingular  and 

jular  logo  are  service  marks  of  Cingular  Wireless  LLC.  MyBiz  is  a  service  mark  of  Cingular  Interactive,  L.P,  RIM,  the  RIM  logo, 

rry,  the  BlackBerry  logo  and  the  "envelope  in  motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission 
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What  do  you  have  to  say? 
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EXECUTIVE  BOOKMARKS 


Site  Seeing  From  the  Top 


EDITED  BY  ERIKA  BROWN 
Russell  Simmons  

Chairman,  BET.coni, 
founder  Defjani 
www.firstview.com 
The    latest  styles, 
straight      off  the 
runways. 
www.micliaelmoore.com 
Moore's  humor  and  political  outlook 
never  fail  to  challenge  the  system. 
www.urbanexpose.com 
The  latest  and  nastiest  gossip  on  the 
urban  Internet  business. 

Leonard  Schacffcr  

Chief  Executive,  WellPoint  Health 

Networks 

www.iaunch.net 

I  have  a  passion  for  hot-air  ballooning 
and  this  site  links  me  to  sites  covering 
races,  festivals  and  around-the-world 
attempts. 

WWW.4I  lcapecod.com 

We  have  a  summer  home  on  the  Cape, 
and  this  is  where  I  can  get  links  to  the 
local  papers  when  I'm  not  around. 
www.juggling.org 
www.juggling.com 

I  started  juggling  as  a  method  of 
relaxation.  I'm  up  to  three  balls,  and 
looking  forward  to  chain  saws.. . . 
www.petersen.org 

Home  of  the  Petersen  Automotive 
Museum  in  Los  Angeles — the 
next  best  thing  to  touring 
the  m.useum  itself. 

Executive  Vice  President, 
Chief  Marketing  Officer, 
Pottery  Barn 
littp://l(ingf  isherchallenges.com 

A  great  example  of  what  the  Web  can 
do:  lets  you  follow  a  person  in  a  solo 
sailing  race  in  the  Southern  Ocean. 
www.scotese.com 

Here  you  can  see  the  history  of  the 


Earth  from  the  past  1,100  million 
years — straight  through  the  next  250 
million  years. 

Steve  Jeffery  

Chief  Executive,  President,  Clarus 
www.golfcourse.com 
I  go  here  to  find  more  than  20,000  golf 
courses  worldwide. 
www.geektools.com 
An  array  of  tech  reference  tools, 
including  links  to  hotels  with  high- 
speed Web  access. 
www.jaguar.com 

For  the  profound  Jaguar  enthusiast 
and  owner. 


Mike  Betzer 


Chief  Executive,  Ineto, 
a  communications 
company 
www.whatis.com 


A  must  for  anyone  in  the 
high-tech  industry.  It  lists  every 
conceivable  technology  term  and 
breaks    it    down    into  easy-to- 
understand  language. 
www.technet.org 

The  bipartisan  technology  network 
that  supports  policies  advancing  the 
new  economy.  You  can  look  up  recent 
tech-related  bills  being  considered  in 
Congress. 
www.texwres.com 
A  terrific  coaching  site  for  wrestling 
teachers  and  students  who  want 
to  keep  up  on  local  tournaments 
and  clinics.  I  wrestled  in  high 
school  and  at  the  University  of 
Northern  Iowa. 

David  Roberts  

Cofounder,  Zaplet 
www.cia.gov 

As  a  former  CIA  officer,  it's  important 
to  me  to  keep  up  with  what's  going  on 
at  the  agency. 


www.gwu.edu/-nsarchiv 

For  accessing  national 
security  archives  that 
have    (finally)  been 
declassified. 
www.swell.com 
This  is  great  for  live  videos 
and  Webcam  images  of  my  favorit 
surf  spots. 
www.aopa.org 

This  is  the  site  for  the  Aircraft  Ownei 
and  Pilots  Association.  A  firiend  wh 
flies  with  me  recommended  it. 

Adam  Grosser  

General  Partner,  Foundation  Capital 
www.graffiti.org 
I  am  always  amazed  at  the  complexii 
of  the  pieces  and  the  sheer  talent  (an 
audacity)  of  the  people  who  practii 
this  spray-can  art  form, 
www.tailco.org 
This  is  where  you  can  learn  how  to  I 
a  Taiko  drummer  and  run  around  in 
loincloth. 
http://cerebus.biochem.med.umici 
edu/~peisach/howcrane.html 
Step-by-step  instructions  for  the 
folding-impaired. 

Raclielle  Chong 

Vice  President  Legal 
Affairs,  BroadBand 
office,  former  FCC 
Commissioner 
www.whitehouse.gov/ 
history/whtour/index.html 
An  online  tour  of  the  White  Hou! 
A  wonderful  way  to  examine  tl 
rooms  and  learn  about  thfl 
contents — without  an  invitatifl 
from  the  President. 
www.martindale.com 
As  a  law)'er,  this  is  a  useful  site  to  lo< 
up  an  old  law  school  classmate  . . 
opposing  counsel. 
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hat  if  it  took  four  sculptors  to  create  the  David? 


AETHER  FUSION™.  ONE  SOURCE.  WIRELESS  BUSINESS. 

Now  there's  a  single  source  to  propel  your  company's  productivity  far  beyond  what  you  thought  possible  - 
Aether  Fusion.  By  simplifying  the  deployment  of  multiple  wireless  providers,  devices,  networks,  protocols, 
and  even  applications.  Aether  Fusion  delivers  a  proven  secure  infrastructure  for  wireless  enterprise  today 
and  tomorrow.  So  if  you're  still  waiting  to  take  your  company 
wireless,  you  could  be  waiting  to  be  left  behind.  Call  Aether 

Systems™  now  at  1 .800.854.0473  or  download  our  white  paper  A  E  THER 


on  Aether  Fusion  at  www.aethersystems.com.  ^         ,    .  ,  ,■     r     „  ,  , ,  . 

Wireless  Solutions  for  a  Portable  Planet 

I  CCS  I    Aether  Fusion,  Aether,  and  its  logo  are  trademarks  of  Aether  Systems,  Inc.  Copyright  200 1 ,  Aether  Systems,  Inc.  All  rights  reserved. 


IDITED  BY  DOLLY  SETTOH 


►TEST:  Use  Napster  alternative  LimeWire  to  download  "Rock  Lobster" 
and  II  other  hit  songs  for  a  1980s  party  mix. 


HM  HJMoaiwn   loolt  Help 


J  I    itmOt   i  r  MP  ) 


o 


«-  VWlli*m  Snakespeare  1595  The  Two  OM 
•■William  sriakespeare  -  1594  The  TrageiM 
»- WVillum  ShakespeafH  l59GAMJ[lsumrM 
VMIIiam  Shahespeare  -  \  W  The  MercFi  M 
9  VWIliam  Shakespeare  -  I59e  King  Heni>M 
William  Shakespeaie  1 598  kjng  H<M 
William  Shakespeare  1 598  Wng  H.W 


8h8l<«speare  ■  As  Yi 


1 76KB  CxwhloadiriB  trom  316  264  t 

7,MjtikB  Dowmlf  ading  fr&m  216  254  1 

8  DownloaOifiQ  Iiom  ?I6  J54  1 

11],  551KB  DijwnloaiJinQ  ffom  i16  254  ) 


isokB/s  ; 

15  0KB's  1 
1 5  0  k  B/s  ' 
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METHODOLOGY: 

LimeWire  is  a  Napster  alternative  for 
sharing  MP3s,  videos,  Word  documents 
and  other  files  with  thousands  of  users 
of  the  Gnutella  peer-to-peer  network. 
Unlike  Napster,  Gnutella  doesn't  rely 
on  centralized  servers.  We  went  to 
LimeWire.com  and  downloaded  the 
5.6MB  file-sharing  software.  Then  we 
typed  in  a  dozen  80s  hits,  chose  "audio" 
from  the  menu  and  clicked  Search.  Our 


search  for  Frank  Zappa's  "Valley  Girl" 
yielded  47  matches.  We  picked  the  file 
name  that  showed  up  in  the  most  loca- 
tions (12).  The  4.5MB  MP3  file  down- 
loaded in  ten  minutes  using  our  DSL  con- 
nection. Searching  for  aU  12  songs  took 
approximately  five  minutes.  We  down- 
loaded the  entire  mix  of  MP3s  within  an 
hour.  While  we  were  logged  on  to 
LimeWire,  we  let  others  scan  our  PC's 
drive  for  files  they  wanted  to  upload. 
EXPERIENCES: 
Pros: 

►While  Napster  only  supports  audio 
files,  Gnutella  supports  all  media. 

►  LimeWire  is  available  for  Windows, 
Mac  and  Linux. 

►  Large  selection:  5,000  to  15,000 
users  share  between  1  million  and 
3  million  files. 

►LimeWire  groups  fUes  with  the  same 
name  and  size,  making  search  results 
listings  shorter  and  more  manageable. 
The  software  identifies  the  most  avail- 
able host  to  minimize  download  time. 


►When  a  file  transfer  fails  midstream 
LimeWire  will  attempt  to  resume  from 
another  host  on  the  network. 
►Up  to  five  searches  can  be  made  at  once 
►  A  family  filter  allows  you  to  bloci' 
much  of  the  ubiquitous  adult  content. 
►You  can  choose  to  stop  network  "free- 
loaders," those  individuals  sharing  fe\' 
files,  from  downloading  your  files.  Thi 
helps  ensure  the  network  will  grow. 
Cons: 

►Video  downloads  are  slow. 

►No  way  to  preview  the  file  as  it  down 

loads  to  ensure  it  is  the  right  one. 

RECOMMENDATION: 

Napster  has  become  nearly  useless  fo 
sharing  mainstream  music.  Its  legal  wot 
have  forced  it  to  impose  filters  to  prevei 
pirating.  A  search  for  "Rock  Lobster 
yielded  zero  matches  on  Napster  (usei 
now  misspell  songs  to  bypass  filters 
Gnutella  software  users  still  fi^eely  shai 
MP3s,  videos  and  other  files.  LimeWi 
is  the  best  of  a  dozen  Gnutella  progran 
— Adam  Leitzes  and  Joshua  Soh 


►TEST 


To  send  family  snapshots  via  the  Web  to  Ceiva's  digital  frame. 


METHODOLOGY: 

After  the  black  wooden  frame  arrived  we  logged  on  to 
www.ceiva.com  and  registered  our  phone  number  and  the 
frame's  serial  number.  Next,  in  the  Upload  section,  we  chose 
"multiple  photos"  and  uploaded  seven  JPEG  images  from  our 
hard  drive.  Time:  three  minutes.  Ceiva  works  through  the 
telephone  line  so  we  simply  plugged  the  frame  into  a  phone 
jack  and  an  electrical  outlet,  and  pressed  the  white  button  on 
the  back  to  download.  Time:  ten  minutes. 
EXPERIENCES: 
Pros: 

►To  receive  digital  photos,  no  need  for  an  Internet  connec- 
tion or  even  a  computer. 

►You  can  add  captions  to  your  photos,  customizing  font, 
color  and  location. 

►Rotates  up  to  20  photos:  you  set  the  time  interval  between 
pictures. 

►You  can  also  view  weather  reports,  news,  e-cards  and  artwork 
made  in  a  graphics  program.  Friends  can  also  send  images. 
Cons: 

►  Unless  your  phone  jack  and  outlet  are  next  to  where  you 


want  to  display  the  frame,  the 
cords  will  get  in  the  way.  We 
tripped  over  them  twice,  throw- 
ing the  frame  to  the  floor. 
►Glare.  Photos  are  hard  to  see 
in  a  well-lit  room. 

►  Cost  is  high:  $200  plus  a 
$50  annual  fee. 
►Works  only  on  analog 
telephone  lines.  Most  of- 
fices use  digital  phone  lines. 

►  Standard  4-by-6-inch  photos  may  not 
fill  the  5-by-7-inch  frame. 
►You  can  delete  only  one  photo  at  a  time  from  the  Web  s 
►No  choice  of  colors  or  styles.  Frame  only  comes  in  blacl- 
►Need  digital  camera  or  scanner,  or  digitized  photos. 
RECOMMENDATION: 

Considering  the  price,  unwieldy  wires  and  glare,  your  A 
Myrtle  would  probably  rather  you  just  send  snapshots 
snail  mail.  Wait  for  the  wireless  version  and  join  Ototo.c 
to  send  old-fashioned  prints  from  digital  pictures.  — I 
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s  it  the  balance  that  makes  a  BMW  a  BMW?  Every  BM 
istribution.  Because  perfect  balance  is  the  key  to  perfect  handling.  In  fact,  it  affects  virtually  evei  y  aspect  of -a  BMW's 
erformance,  brilliantly  enhancing  acceleration,  braking,  and  cornering.  So  every  BMW  responds  as  if  it  were  reading  yoLir  mind, 


flexible  qrowth  strategies 
tarqeted  workforce  analyses 
efficient  use  of  capital  and  credit 


and  you  thovqht  real  estate  brokerage  was  just  about  finding  office  space.  ] 


ust  ab( 


Real  estate  is  no  longer  defined  by  how  many 
cubicles  you  can  fit  on  a  floor. 

At  Cushman  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
By  building  real  estate  flexibility  into  our  clients' 
business  plans,  we  protect  them  from  succumbing 
to  market  fluctuations.  We  identify  labor  pools 
with  the  right  skill  sets  at  cost-effective  levels. 
And  we  help  our  cNents  enhance  shareholder 
value  through  innovative  financial  structures. 

It's  time  to  start  thinking  differently  about 
real  estate.  To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 
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800.376.. 


To  help  you  get  the  most  out  of  the  Web,  our  editors  have  assembled  a  new  list  of  more  top  sites,  from  job  hunting  to 
physical  fitness  and  astronomy.  Sites  were  selected  based  on  their  content,  design,  navigation,  speed  and  customization. 

At  www.forbesbest.com  you'll  find  FORBES  Favorites  and  3,000  regularly  updated  reviews  in  150  categories,  from  scuba 

living  and  wine  to  stock  pickers  and  banking. 


Brokers 


'hese  days,  e-brokers  are  scrambling.  Real-time  everything,  banking 

nd  wireless  trading  are  now  standard  fare.  Starting  in  October  brokers 
/ill  have  to  disclose  payment  for  order  flow,  giving  investors  insight  into 
/ho  really  has  the  lowest  commissions.  —Ben  Berentson 


Hwne  '  Open  an  AcctuM  '  tiSiB 


SG 


Solutions  for  Individual  Investors 
AnnuiUtit 


Online  Brokerage 
Mtitiitfl  Funds 
Retirement  Center 
Rollover  IRAs 
College  PUnning 
Employee  Stock  Options 


IntursRce  Center 
Chorttoble  Gift  fund' 
Person ol  Tnist 


larles  Schwab 

irw.schwab.com 

you  can  afford  its  $100,000-mini- 
um  Signature  Services  program, 
u'll  be  treated  to  the  best  e-brokerage 
cyberspace.  There's  research  from 
FB  and  JP  Morgan  H&Q,  a  live  feed 
>m  Bloomberg  TV,  online  bill-paying, 
ecking,  great  interactive  Java  charting 
d  a  dedicated  service  number.  But  for 
^ar  customers,  maintenance  fees  of 

to  $25  a  quarter  and  the  lack  of  re- 
irch  and  other  features  keep  the  site 

m  winning  our  top  honors. 


^Best:  Signature  Services. 
^Worst:  For  active  investors  with 
standard  accounts,  info  is  updated  only 
every  20  minutes. 

CSFBdirect 

www.csfbdirect.com 

At  CSFBdirect  everything  is  $20:  market, 
limit,  w^ireless  and  broker-assisted 
trades.  The  strength  of  the  site  is  mar- 
ket and  economic  news,  with  charts 
and  data  on  all  stock  indexes.  The  latest 
rates  and  lists  of  the  most  active  and 
biggest  dollar  gainers  are  only  a  click 


Fidelity.com 

www.fidelity.com 

Despite  pressure  from  Schwab  and  Merrill,  Fidelity  is  num- 
ber one  for  the  fourth  time  in  a  row  thanks  to  innovations 
like  trading  in  OnStar-equipped  GM  cars,  a  new  financial 
planning  tool  that  incorporates  the  site's  account-aggregating 
capability  and  MyFidelity  Weekend,  which  gives  you  a  per- 
sonalized recap  of  the  week's  news.  The  trading  screen  is  just 
a  click  away  from  anywhere  on  the  site, 
but  Fidelity  needs  to  streamline  its  infor- 
mation-packed interface.  Commissions 
are  $25,  $15  if  you  trade  once  a  month. 
^Best:  Lehman  Brothers  research  for  all  cus- 
tomers, wireless  trading. 
^Worst.  Streaming  for  active  traders  only. 


away.  The  best  stuff  is  reserved  for  those 
with  accounts  of  $100,000  or  more: 
CSFB  market  and  equity  research,  wire- 
less alerts  and  trading,  and  Dow  Jones 
streaming  news.  Regular  customers  get 
Standard  and  Poor's  stock  reports. 
^Best:  Account  cash  flow  projected  out 
six  months. 

^  Worst:  Paying  for  proprietary  research. 

Datek  Online 

www.datelt.com 

Best  for  frequent  traders  who  take 
advantage  of  features  like  real-time 
charting,  direct  order  placement  and  an 
intraday  stock  screener.  Datek  really 
excels  with  its  fast  and  accurate  order 
fulfillment  and  tells  you  exactly  when 
an  order  was  placed  and  when  it  was 
filled.  Datek's  Streamer  (now  with  Level 
II  quotes)  lets  you  monitor  stock  and 
index  movement  in  real  time,  but  click- 
ing the  Buy  button  sends  you  slowly 
back  to  the  site's  order  screen. 
^Best:  Foolproof  order  entry  and  excellent 
execution.  Only  $10  a  trade. 


JIME£HECK 


Task:  To  place  a  buy  order  for  500  shares  of  Qualcomm 
stock.  Merrill  Lynch's  information-packed  site  is  slow 
and  difficult  to  navigate;  placing  a  trade  there  takes 
more  than  twice  as  long  as  speed  champ,  Datek. 

Datek 
Charles  Schwab 
R-J.  Thompson 
Quick  &  Reilly 
Fidelity.com 
CSFBdirect 
National  Discount  Brokers 
Merrill  Lynch  Direct 
Task  I  ■  ' 
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GETS  how  to  help  businesses  do  mof^  businessoverse^  \ 

GOT  IT  DONE  for  the  U.S.  Department  of  Commerce  by  Leading 
a  team  that  buift  BuyUSA.com,  an  e-marketplace  where  ,  ; 
1700  trade  specialists  help  U.S/cpmpanies  find  new  mar1<ets. 
PATRICK  HOWARD,  IBM  M^aging  Principal,  e-busin^  Sen/ice- 


how  to  keep  customers  happy  and  information  safe. 

GOT  IT  DONE  forjlfeshington  state  by  developing  Transact 
Washington;  a  Web-based  security  gateway  that  allows  citizens  t 
do  business  with  the  state  and  helps  keep  private  data  private. 

T,  IBM  IT  Architect,  Distinguished  Engineer 


1 


EVERYONE  LOVES 

a  great  finish . 

Introducing 

OUR  NEWEST  EXPRESSION, 

The  Glen  live  t 
French  Oak  Finish, 


U  N  I  (lU  E  L  Y  FINISHED   I  N" 

French  Limousin  Oak, 

RENOWNED  FOR  BRINGING 


►  Worst:  Too  many  pull-down  menus  and 
pop-up  windows  make  navigation  difficult. 

Merrill  Lynch  Direct 

www.mldirect.com 

Merrill  Lynch  is  planning  a  major  up- 
date to  its  site  this  fall,  and  with  a  bet- 
ter design  it  will  make  a  strong  push 
for  top  honors.  The  site  offers  access 
to  Merrill  Lynch  research,  including 
weekly  global  reports.  Merrill  is  try- 
ing to  give  customers  more  access  to 
its  analysts:  there  are  chats,  research 
bulletins  on  bellwether  stocks,  a 
weekly  fund  update  and  commentary 
on  major  market  events  from  Bruce 
Steinberg,  ML's  chief  economist.  Be 
sure  to  check  out  the  Education  sec- 
tion for  an  excellent  "what  if  plan- 
ning calculator.  No  real-time  account 
updates  or  wireless  trading  yet. 

►  Best:  Weekly  stock  picks  chosen  by  a 
committee  of  Merrill  analysts. 

►  Worst:  Decentralized  site  design  and 
slow  response. 

National  Discount  Brokers 

www.ndb.com 

Plenty  of  neat  gadgets,  from  the  Stock- 
Pulse  monitor  that  graphically  tracks 
the  bid/ask  spread  to  NDBSpeak,  which 
will  read  out  trade  executions  and  ac- 
count status,  to  a  tool  that  estimates 
how  your  holdings  might  have  been  af- 
fected by,  say,  Black  Monday.  A  Trading 
Toolbar  stays  at  the  top  of  the  screen 
and  gives  you  the  order  price  before 
you  confirm.  NDB's  Stream- 
Machine  lets  you  see  real-time 
gains  and  losses. 

►  Best:  Research  from  DB  Alex. 
Brown. 

►  Worst:  Automatic  alerts  are 
delayed  20  minutes. 


Quick  &  Reilly 

www.quickandreilly.com 

Now  owned  by  Fleet  Boston,  Quick  & 
Reilly  has  been  steadily  improving  \li 
site  and  has  received  high  marks  on  bul- 
letin boards  for  customer  service.  The 
site  is  a  snap  to  use,  with  quick  response 
and  an  intuitive  layout.  An  express  trad 
ing  screen  lets  you  file  three  ordeis  a 
once  with  no  confirmation  to  slow  vol 
down.  Q&R  offers  lots  of  easy-to-diges 
industry  data:  sort  stocks  or  whole  in 
dustries  by  analyst  ratings,  technical  in 
dicators  and  value  opportunities. 
►  Best:  The  Stock  and  Fund  Prospectors 
run  35  million  different  screens  and  retun 
the  ones  with  the  best  performance. 
►Worst:  Only  offers  S&P  research  reports 


R.J.  Thompson 

www.rjt.com 

For  the  bargain  hunter:  market  an 
limit  trades  are  $5  apiece,  and  accour 
information  is  updated  in  real  tim 
You  have  your  choice  of  trading  er 
gines:  Rapid  Trade  bypasses  the  ord 
preview  screen  and  lets  you  see 
of  your  open  orders  and  recent  tran 
actions  at  once,  while  the  RJT  Pi 
pop-up  window  allows  for  dire 
order  placement  and  Level  II  quot 
($25  a  month).  Just  don't  expect  ar 
research. 

►Best:  Jetstream  Quotes  is  smoother  ai 
easier  to  use  than  Datek's  Streamer. 
►Worst:  To  get  a  quote  you  have  to  first 
add  it  to  your  Watchlist. 


WHITE-SHOE  SURFINI 

Online  investing  is  moving  upmarket.  JP  Morgan  no 
lets  its  private  clients  track  all  of  their  assets  via  th 
Web,  including  things  like  collectible  art  and  real  estati 
Each  portfolio  is  rated  by  Morgan's  computers,  giving  de 
tailed  graphical  analysis  of  things  like  asset  allocation  an 
risk.  With  a  click  you  can  find  out  where  to  best  tal< 
losses,  say,  by  selling  2.350  shares  of  Caterpillar.  You  ca 
also  input  goals,  like  buying  a  Hamptons  getawc 
home,  and  find  out  your  chances  of  doing  so 
Monte  Carlo  wealth  simulator  (left)  will  plot  oi 
your  projected  wealth  until  retirement,  showing  \\ 
best-  and  worst-case  scenarios.  Of  course  the  ol 
ject  of  this  service  is  to  get  you  to  act  on  Morgar 
recommendations,  which,  the  computer  tells  yo 
will  make  your  goals  more  attainable.  Averaj 
account  size:  $20  million.  —B\ 


ENJOY  OUR  QUALITY  RESPONSIBLY  iiooi  Irapon.J  b)  Thu  i,,,  : 
Dislillmg  Co.,  N  Y.,  N'.Y.  Il  \W  Old  Single  Malt  Scotch  Whisky,  Alc-  .  ' 

rSo  Proofl  The  Glenlivet  is  a  reeistcred  trajcm ark.  WWW.theqlenlivet.com 
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Can  you  imagine  spending  more  time  doing 


business  — by  spending  less  time  copying? 


SM 


\\     ikon's  digital  expertise  gives  you  more  time  for  the  things  that  really  count. 

Manning  time.  Project  time.  Presentation  time.  You  get  more  time  for  them  all,  with  IKON's  digital  solutions.  Our 
bcst-of-hrecd,  high-speed,  digital  black-and-white  and  color  copiers  connect  to  your  network,  so  you  can  print,  collate 
and  finish  documents  from  your  desktop.  You  can  even  distribute  and  print  in  up  to  34  different  cities,  with  our  Web-based 
:i|aJ  Express"  2000.  Let  IKON  help  you  communicate j/owr  business  information  more  effectively.  Jump  to  www.ikon. com/time 
I  1-888 -ASK- IKON  ext.  160. 


<es,  IKON !  for:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 
1 1,  e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 

Office  Solutions  Inc  2000.  IKON  Office  Solutions  ;  IKON  The  Way  Business  Gets  Communicated    YES,  IKON!""  and  Digital  Express'  2000  are 
-ks  of  IKON  Office  Solutions,  Inc. 


II^N 


The  Way  Business 
Gets  Comtnunicated* 


Stock  Screening 

Using  software  to  ferret  out  stocks  was  once  the  privilege  of 

brokerages  and  institutions  that  could  afford  the  computing  power 
and  data  access  fees.  Today  there  are  so  many  sites  devoted  to  this 
that  you  need  a  screen  to  choose  the  right  one.  —John  Dobosz 


FAVCri 


trade.com 


www.b4utrade.com 

Active  investors  who  can't  afford  a  Bloomberg  terminal 
should  consider  this  $30-per- month  newcomer.  The  stock- 
screening  options  are  numerous  and  unique.  Besides 
searching  for  fundamentals,  you  can  also  scan  for  dozens 
of  other  variables  like  appearances  on  CNBC,  negative 

analyst  comments,  merger  talks 
and  insider  activity.  B4UTrade's 
Institutional  Piggyback  Tool 
aggregates  SEC  data  so  you  can  see 
what  fund  managers  and  investors 
like  Warren  Buffett  are  doing. 
^Best:  Real  time,  easy  and  fun  to 
navigate. 

►Worst:  PCs  only.  Bandwidth  hog. 


Evtryitiing's  Trader- Friendly  &  Sireamirig  Hsal-Timef   qNL  Y  52*^ 


30  Oay  free  Trial 


i 


lnsiderScores.com 

www.insiderscores.coni 

Savvy  investors  have  always  tracked  in- 
sider trading  for  early  warnings  about 
which  way  a  stock  was  heading.  This  site 
calculates  the  correlation  between  an  in- 
sider's transactions  and  the  subsequent 
stock  movement.  So  if  somebody's  un- 
loading shares,  and  he's  been  right  in  the 
past,  you  may  want  to  rethink  that  buy. 
Search  by  ticker  or  ask  to  see  stocks  with 
the  most  insider  activity. 
►  Best:  Great  place  to  see  if  management  is 
putting  its  money  where  its  mouth  is. 
►Worst:  The  lag  time  for  filings. 

Market  Guide 

www.marketguide.com 

The  site's  NetScreen  tool  has  dozens  of 
predefined  screens  like  Big  Safe  and 
Contrarian,  with  explanations  of  each 
strategy.  New  screens  like  Brokerage  Fa- 
vorites and  Fastest  Turnover  appear 
each  week.  Users  can  perform  cus- 
tomized searches  using  more  than  80 
variables  across  11  categories  from 
price-to-cash-flow  to  beta.  Save  screens 
as  portfolios  or  download  them  to  Excel. 


►  Best:  The  software  keeps  track  of  how 
many  stocks  each  variable  eliminates. 
►Worst:  Confusing  abbreviations  for  vari- 
ables. Ex.  JPr4W%Chg}>5.  Huh? 

MarketScreen.com 

www.marketscreen.com 

For  $20  a  month  MarketScreen  is  a  tech- 
nician's dream  screener.  Russian  emi- 
grant Andrew  Yasinsky  developed  a  sys- 
tem of  matching  stocks  with  their  most 
predictive  technical  indicators.  Back- 
tested  results  show  hypothetical  returns 
and  particular  trades  for  various  strate- 
gies and  equities.  After  finding  a  strategy 
and  a  stock  you're  comfortable  with, 
you  can  follow  Yasinsky's  computer- 
generated  buy  and  sell  signals. 
►Best:  1,000  technical  indicators  to  play  with. 
►Worst:  Uninspired  design. 

MSN  MoneyCentral 

http://moneycentrai.msn.com 

Mac  users  don't  get  much  more  than  a 
few  predefined  screens.  PC  users,  how- 
ever, get  a  screening  tool  that  has  few  ri- 
vals. You  can  download  MoneyCentral 
Deluxe  and  Stock  Matcher  for  free. 


Both  have  dozens  of  preset  searches  ai 
500  customizable  criteria.  We  lookfl 
for  low  P/E  stocks  growing  profits 
more  than  50%  a  year,  with  a  rece: 
positive  earnings  surprise.  Del  Mon 
Foods  came  up. 

►  Best:  MoneyCentral  Deluxe. 

►  Worst:  Not  much  for  Mac  users. 


StockWorm 

www.stockworm.com 

Created  by  a  biomechanical  engine 
named  John  Siegel,  there  are  thr 
screens:  Quick,  Standard  and  Advance 
Advanced  brings  in  more  than  30  cri 
ria  across  six  categories  and  aUows 
user  to  rate  the  relative  importance 
each  with  a  slide  that  looks  like  an  auc 
equalizer.  Results  are  scored  and  return 
with  colorful  chart  thumbnails  for  ea 
selected  company,  which,  when  clic 
run  about  a  dozen  different  technical 
fundamental  comparisons. 

►  Best:  Innovative  colorful  interface. 

►  Worst:  Understanding  things  like  the 
Edwards-Bell  Ohison  valuation  model 

Wall  Street  City 

www.wallstreetcity.com 

Great  site  for  detailed  advanced  sere 
ing.  First  check  for  ideas  using  its 
back-tested  screens  like  Weak  Sto 
Recovering.  Basic  searches  on  WSC 
free  and  include  more  than  70  crite 
which  the  user  can  either  input  dire 
or  choose  "high  as  possible"  or  "lov 
possible."  For  $10  a  month  you  can 
Power  ProSearch  to  screen  12, 
stocks  and  options  by  300  criteria 

►  Best:  ProSearch's  breadth. 
►Worst:  Slow  and  cluttered. 


TIME  CI- 


Task:  Perform  a  simple,  three-variable  stock 
MarketScreen.com  is  light  on  the  graphics,  spei 
the  load  time.  Its  pull-down  menus  also  make 
your  criteria  much  easier  and  quicker  than  sites 
quire  you  to  type  them  in,  like  Wall  Street  City. 

MarketScreen.com 

MSN  MoneyCentral 
StockWorm 


Wall  Street  City 

Market  Guide 

I 

Task  time  (minutes) 


mm  \ 
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COOKIE  CUTTERS  ARE  GREAT  FOR  COOKIES,  NOT  FOR  BUSINESSES.  At  The  Principal, 
we  understand  that  no  two  businesses  have  exactly  the  same  financial  needs.  That's  why  we 
use  a  step-by-step  process  to  analyze  your  current  situation  and  arrive  at  smart  business  solutions. 
Just  what  you'd  expect  from  a  company  with  over  120  years'  financial  experience.  No  wonder  more 
companies  choose  us  for  their  401  (k)  plans.~'  And  we  can  handle  everything  from  employee  benefits 
to  estate  planning.  Give  us  a  call  today  at  1-800-986-3343  (ext.  80080)  for  a 
plan  you  can  really  sink  your  teeth  into. 

Financial 


WE    UNDERSTAND    WHAT    YOU'RE    WORKING  FOR 

www.principal.com 


Group 


J 


I  ;i  iup.il  I  lie-  Insur.iiK*.-  l.omp.irn,  1  )cs  MmtRs,  I, A  M)  '.''J.  I'roJu^ls  .iikI  mi  \  kl^  otkii  J  iliiou^li  I'riiKip.il  I  ik  ll!^llI.llK^  I  oiiip.uu  l  liu  I'l  mk  ip.il  i\n  Miluidi.u  ils  ,iiuI  jllili.ilfs. 
'.ipaP'-'"  IS  a  registered  trademark  of  Principal  Life  Insurance  Cximpany,  a  member  of  the  Principal  hmancial  Cjroup*.  Mutual  Kinds  distributed  tlimugh  PniRtu  1  mi.hkuiI  Services 
m  (member  SIPC).  *C¥0  Magazine,  April  2001,  based  upon  total  plans  served  in  2000  by  insurance  companies,  banks  and  investment  firms. 


Portfolio  Trackers 

Now  that  your  screens  have  generated  stocks  you  want  to  buy  or 

short,  the  sites  below  have  great  applications  for  monitoring  and  analyzing 
your  holdings.  Some  link  to  your  actual  brokerage  account,  figure  out 
your  potential  tax  bite  and  download  to  your  PDA.  —Scott  DeCarlo 


FAVOl 


MSN  MoneyCentral 

http://moneycentral.msn.coni 

j  Microsoft's  smart  portfolio  tool  monitors  stocks,  fiinds, 
bonds,  options,  warrants  and  even  CDs.  Inputting  or  editing 
holdings  is  a  snap  and  the  tracker  calculates  splits  and  rein- 
vests dividends.  Alerts  are  posted  in  real  time  for  news,  ana- 
lysts' opinions  and  price-volume  action.  Click  on  the  Analy- 
sis button  and  get  a  color-coded 
performance  chart.  To  make  a 
trade,  just  click  through  to  your 
e-broker  and  then  import  the 
changes  back  into  your  portfolio 
or  Excel.  You  can  also  limit  access 
to  your  portfolio  to  a  single  PC. 
^Best:  Ease  of  customization. 
^Worst:  Limited  for  Mac  users. 


CBS  MarketWatch 

http://cbs.marketwatch.com 

Set  up  multiple  portfolios  and  customiz- 
able views  and  download  all  the  data  to 
Excel  or  Palm.  Click  on  Detailed  for  a 
page  of  quick  quotes  and  charts  or  In- 
sider to  see  management's  trades.  A  pie 


chart  reveals  your  allocation  by  industry 
or  asset  class;  a  Java  chart  lets  you  zoom 
in  on  specific  price  points  and  plot 
against  a  host  of  variables. 
^Best:  Graphically  rich  analysis. 
►Worst:  You  need  to  manually  refresh 
prices  on  the  Portfolio  Tracker. 

FT.com 

www.ft.com 

Besides  being  a  great  site  for  interna- 
tional news,  FT.com  has  a  useful  port- 
folio tracker  especially  suited  for  global 
investors.  You  can  track  both  U.S.  and 


foreign  stocks  listed  in  major  foreign 
markets,  as  well  as  offshore  funds — a 
feature  we  haven't  seen  anywhere  else. 
Plus,  you  can  download  portfolios  to 
your  PC  and  view  holdings  in  24  cur- 
rencies from  the  Irish  punt  to  the  Por- 
tuguese escudo. 

►  Best:  Great  for  foreign  stocks. 

►  Worst:  Buggy. 

GainsKeeper 

www.gainskeeper.com 

GainsKeeper  offers  an  advanced  portfo- 
lio tool  from  $49  per  year  for  up  to  100 
recorded  trades  to  $299  for  up  to  5,200 
trades.  What  makes  the  site  a  standout  is 
that  it  calculates  adjustments  to  your 
portfolio  due  to  wash  sales,  corporate  ac- 
tions or  gain/loss  calculations.  Your  port- 
folio also  includes  a  personalized  watch 
list  to  track  potential  investments.  In  Re- 
sources there  are  useful  articles,  like 
"How  to  Calculate  Cost  Basis  When  You 
Don't  Have  a  Clue." 

►  Best:  Allows  you  to  evaluate  the  aftertax 
impact  of  selling  a  stock  and  ranks  each 
holding  based  on  tax  benefit. 

►  Worst:  Mac-unfriendly. 


Morningstar.com 

www.morningstar.com 

Morningstar's  basic  service  tracks  stock 
bonds,  funds,  cash  and  ADRs.  UnfortujI 
nately,  the  more  advanced  analytics  cos 
$10  per  month.  For  that  you  can  accea 
Quicktake  analyst  reports  on  each  stocj| 
and  get  grades  of  your  holdings  on  fa<^ 
tors  like  financial  health  and  profitabilitil 
Alerts  are  sent  to  your  cell  phone  or  Palrjl 
VII.  Morningstar's  X-ray  overview  uses  i 
"stylebox"  to  break  down  your  portfoliil 
by  asset,  sector  and  stock  type,  and  pre  I 
vides  allocation  recommendations. 

►  Best:  The  X-ray  tool. 
►Worst:  The  good  stuff  costs. 

Quicken.com 

www.quicken.com 

Store  your  holdings  here  and  you  get  I 
One-Click  ScoreCard  and  Evaluatol 
which  help  you  decipher  your  stocli 
value  by  rating  them  on  growth  adi 
overall  business  efficiency.  An  intrinsi 
value  tool  will  tell  you  that  your  MernI 
Lynch  stock  at  $65  is  nearly  twice  tl 
value.  Lots  of  analytics  are  a  click  aw;  I 
and  Quicken  allows  you  to  easily  che» 
the  tax  consequences  of  your  actioij 
with  handy  calculators. 

►  Best:  Tax-related  features. 
►Worst:  Just  tracks  stocks  and  funds. 

SmartMoney.com 

www.smartmoney.com/portfoiio 

If  you'd  like  to  add  color,  sound  and  a| 
imation  to  your  sagging  stocks,  cliil 
here.  Besides  the  portfolio  heat  mjl 
there  is  the  slot  machine-like  Watchll 
Pro,  which  monitors  and  updates  yal 
portfoHo's  stocks  as  though  every  til 
were  a  lotto  drawing.  Besides  snapshJ 
on  all  stocks,  equipped  with  fundamel 
tals  as  well  as  research,  there  are  pleil 
of  interactive  graphs  and  worksheets! 
►Best:  The  jazzy  Java  applets. 

►  Worst:  Can't  download  to  Excel. 


www.forbes.com/investing 


I 


Create  and  customize  multiple 
portfolios  and  watch  lists  featuring 
funds  and  stocks.  Get  detailed 
company  info  plus  news,  message 
boards  and  graphs. 
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'Tve  got  it!  If  we  order  rolling  blackouts  across  cubicles, 
we'll  match  the  competition's  cost  savings  in  no  time." 


For  most,  finding  a  way  to  reduce  overall 
costs  while  increasing  productivity  and 
efficiency  would  certainly  keep  you  up  at 
night.  But  that's  just  what  DigitalThink  is 
doing  for  companies  like  Sun  Microsystems. 

Sun  needed  a  way  to  cut  costs  and 
still  maintain  its  razor  sharp  sales  force, 
increase  revenues  and  improve  customer 
retention.  All  without  disrupting  their 
ongoing  business  efforts.  A  tall  order  but 
precisely  the  kind  of  business  challenge 
DigitalThink's  learning  solutions  were 
designed  to  solve. 

With  DigitalThink's  efficient  Web-based 
learning,  Sun  can  keep  its  employees  up- 
to-speed  on  rapidly  evolving  technologies 
and  product  lines.  This  enables  them  to 
react  swiftly  and  effectively  to  maintain 
a  competitive  edge  in  the  marketplace. 


Since  all  that's  required  is  an  Internet 
connection  and  a  Web  browser,  large 
companies  like  Sun  can  instantly  deploy 
and  scale  to  support  any  number  of  users 
around  the  world.  In  fact.  Sun  was  able 
to  train  25%  more  employees  while  saving 
75%  on  training  costs  in  its  first  year  alone. 

The  fact  is,  in  today's  business  environ- 
ment, DigitalThink's  approach  is  the  best 
way-perhaps  the  only  way-to  rapidly  ' 
mobilize  your  company  to  achieve  your 
strategic  goals.  ^ 

Review  the  Sun  case  DigitalThink' 

study,  as  well  as  3Com, 
Charles  Schwab  and  others, 
to  see  for  yourself  why  we're  measurably 
better  Visit  us  at  www.digitalthink.conn 

or  call  toll-free  1-877-393-1998. 

We  think  you'll  discover  our  e-learning 
solutions  won't  only  help  you  sleep  at 
night-they'll  get  you  results. 


SMART   COMPANIES    GET  IT 


Value  Stocks 

After  a  long  drought,  value  investing  Is  back.  Since  last  May,  for 

example,  Berkshire  Hathaway  has  gained  14%  while  the  Nasdaq  has  fallen 
37%.  The  disciples  of  Ben  Graham  and  David  Dodd  will  find  plenty  on  the 
Web  to  help  them  uncover  unloved  stocks.  —Andrew  Gillies 
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My  Finances 


www.quicken.com 

An  abundance  of  tools  for  finding  value  stocks.  In  screening 
you'll  find  a  Full  Search,  an  EasyStep  Search  and  three  value- 
oriented  Popular  Searches.  We  looked  in  Aerospace  and 
found  $315  million  Navigant  Intl.  (FLYR),  a  firm  that  helps 
companies  cut  air  travel  costs.  Navigant's  EPS  is  grovsdng  at 
more  than  2 1  %  and  it  has  a  P/E  of 
13.  Check  One-Click- Scorecard  to 
find  out  if  the  stock  would  make 
Bufifett's  cut,  or  go  to  the  Evaluator 
to  find  out  that  Navigant  is  selling 
25%  below  its  "intrinsic  value." 
^Best:  Easy  navigation. 
^  Worst:  Some  of  the  computer 
modeling  is  gimmicky. 
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For  Quicken  Software  Users 


Berkshire  Hathaway 

www.berkshirehathaway.com 

No  fresh  stock  tips,  but  you  can  learn  a 
lot  about  value  fi^om  23  years  worth  of 
Warren  Buffett's  letters  to  shareholders. 
Written  in  his  down-home-billionaire 
style,  what  you  read  is  pure 
Graham  and  Dodd  in  practice. 
Things  like  proven  consistent 
earnings  power  ("future  pro- 
jections are  of  no  interest  to 
us")  and  simplicity  of  business  ("if 
there's  lots  of  technolog)',  we  won't  un- 
derstand it").  Also  links  to  Berkshire 
holdings  like  jeweler  Borsheim's. 
^Best:  Berkshire  annuals  and  T  shirts. 
^Worst:  Design  is  pitiful. 

Focuslnvestor.com 

www.focusinvestor.com 

John  MavTiard  Keynes  once  mused  that 
"there  are  seldom  more  than  two  or 
three  enterprises  at  any  given  time  in 
which  I  personally  feel  myself  entitled 
to  put  full  confidence."  Focuslnvestor  is 
a  homespun  site  created  by  value  en- 
thusiast Richard  Rockwood  that  urges 
investors  to  foOow  a  disciplined,  narrow 


approach.  Come  here  for  case  studies, 
books,  links,  Buffett  monitoring  and  to 
learn  how  to  calculate  present  values. 
^Best:  Links  to  three  FORBES  articles 
authored  by  Benjamin  Graham  in  1932. 
►  Worst:  Thin  message  boards. 


Any  value  investor  worth  his  discounted  present  value 
will  want  to  scour  annual  reports  and  IO(k)s  for  hidden 
^  assets  and  balance  sheet  shenanigans.  Freedgarcom 
•^4  has  all  of  the  documents.  It's  reviewed  at 
S  www.forbesbest.com. 


MSN  MoneyCentrai 

http://moneycentral.msn.com 

Click  on  the  Insights  button  in  Invest- 
ing and  you  will  find  the  Strategy  Lab, 
where  you  can  get  advice  from  the 
Value  Doc,  a  former  practicing  M.D. 
turned  hedge-fund  investor.  He  re- 
cently recommended  Wellsford  Real 
Properties,  which  he  says  has  an  asset 
value  nearly  double  its  recent  price  of 
$16.  There  are  a  number  of  other 
screens  including  Contrarian  Strategy, 
Distressed  Stock  Plays  and  Great  Ex- 
pectations. One  screen,  for  example, 
takes  a  "dogs  of  the  Dow"  approach, 
looking  for  S&P  500  stocks  with  high 
dividend  yields  and  low  debt. 


►  Best:  Useful  articles  from  regular 
columnists,  like  "How  to  find  the  bombs  ir 
Lucent's  balance  sheet." 

►  Worst:  The  line  between  sponsored 
content  and  editorial  sometimes  blurs 

Numeraire.com 

www.numeraire.com 

Get  past  the  cheesy  yellow  scrolling  hi 
and  lounge  music  and  you'll  find 
scholarly  approach  to  value  investin 
Robert  Coleman,  author  and  Ph.D.,  d 
votes  pages  to  the  discussion  of  thin^ 
like  discounted  cash  flow  analysis  an 
free  cash  flow.  Find  out  about  the  dar 
gers  of  screening  for  value  stocks. 

►  Best:  Handy  investment  glossary. 
►Worst:  Gummy  prose,  endless  scrollini 

Tweedy,  Browne  Co. 

www.tweedybrowne.com 

Tweedy,  Browne  has  been  in  the  vah 
investing  business  for  8 1  years.  Dowi 
load  a  free  copy  of  the  firm's  56-pa; 
manifesto,  aptly  titled  "What  H 
Worked  in  Investing."  The  docume 
draws  on  44  academic  studies  of  stO' 
market  history  and  strategies.  There 
also  information  on  Tweedy's  two  \'al 
funds,  which  FORBES  rates  highly. 

►  Best:  The  PDF  downloads. 
►Worst:  Rarely  updated. 

Wall  Street  City 

www.walistreetcity.com 

Use  this  information-packed  portal  1 
innovative  value  ideas.  A  recent  featt 
by  Charles  Rotbut  sought  low  F 
stocks  with  momentum,  includi 
Dycom  Industries.  Using  the  Quic 
Search  function,  users  can,  with  thi 
clicks,  pull  up  a  list  of  high-divider 
low-P/E  stocks.  Also  a  sampling  of  val 
letters  like  the  Prudent  Speculator. 

►  Best:  Clear  explanation  of  screens. 

►  Worst:  The  site's  too  trading-oriented 
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We  found 
the  box 

we '  re  supposed 
to  think 
outside  of. 


i  I  uiii  Llie  beg  I  nil  I  iiy  , 
we  refused  to  think  like  a  traditional  energy  company, 
nd  wouldn't  you  know,  it's  working.  We're  generating  plenty 
of  power  for  our  customers  and  breaking  records  for  efficiency 
Our  nuclear  fleet  is  the  largest  in  the  country. 
And  all  our  investors  are  smiling  broadly.  More  to  come. 


Exelon 


Welcome  change. 


:ico  rp.com 


Technical  Analysis 

Has  the  market  reached  a  double  bottom?  Is  Disney  entering  Into  an 

inverse  head  and  shoulders?  It  may  sound  like  mumbo  jumbo,  but  scores 
of  online  investors  swear  that  charting  volume  and  price  data  are  the 
keys  to  stock  movements.  —Adam  Leitzes  and  Joshua  Solan 
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ProphetFinance.com 

www.prophetfinance.com 

The  best  browser-based  charts  on  the  Internet.  Its 
ChartStream  software  operates  as  a  Java  applet  window 
and  includes  many  customizable  advanced  indicators. 
Trend  lines  can  be  drawn  directly  on  the  screen  and 
there  is  a  useful  zoom  in/out  feature.  Prophet  is  one 
of  the  few  services  to  provide 
free  historical  intraday  data 
for  up  to  20  days.  For  $20  per 
month,  everything  is  delivered 
in  real  time. 

^Best:  Scan  up  to  30  charts  per 
sector  at  a  time  with  Chart  Surfer. 
^Worst:  Clicking  between 
SnapCharts,  JavaCharts  and 
ChartStream  is  a  nuisance. 


ProphetFinance.com 

Power  Tools  for  Online  Iiiv&stors 


What  Doas  It  All  Mean? 

Jurnpi-start  your  chart  readii 
Ched  out  UsioaJJiafli  to 
Prophetf  tnance  com  can  dc 


BIgEasy  Investor 

www.bigeasyinvestor.com 

BigEasy  Investor  is  finally  out  of  beta, 
which  means  a  more  stable  system, 
but  also  a  $40-per-month  fee.  A  five 
megabyte  download  and  a  quick  reg- 
istration process  open  a  world  of 
charting,  stock  screens  and  research. 
Charts  are  customizable  and  quick. 
Research  links  you  to  all  types  of  mar- 
ket and  security  analysis.  The  soft- 
ware's screening  tools — using  more 
than  300  variables — range  from  easy 
to  complex. 

^Best:  Flash  video  tutorials. 
^Worst:  The  User  Tips  e-mail  list  is  an 
invitation  for  spam. 


ClearStation 

www.clearstation.com 

While   not  a  hard-core  TA  site, 
ClearStation's  three-point  approach  to 
stocks — community,  fundamental  and 
technical     analysis — is  heavily 
weighted  toward  charting.  The  Tag 
&  Bag  portion  of  the  site  screens  for 
stocks  undergoing  technical  events. 


including  record  price  breakouts  or 
bullish  oversold  conditions  (based  on 
stochastics).  The  interactive  charting 
features  are  easy  to  understand. 
^Best:  Lively  community  and  free. 
^Worst:  Tracking  Clearhead  stockpicker 
performance  is  confusing. 

ECharts.com 

www.ecliarts.com 

A  great  site  for  beginners.  Start  with 
the  Trade  School  in  the  ECharts  Learn- 
ing Center.  Audio  and  video  lessons 
accompany  charts,  graphics  and  car- 
toons on  topics  from  Charting  101  to 
detailed  explanations  of  all  types  of 
popular  indicators.  Get  commentary 
from  famous  technicians,  including 
John  Bollinger  and  Martin  Pring. 
There's  even  some  TA  humor:  like  Bull! 
cartoons. 

^Best:  Insightful  commentary. 
►  Worst:  Empty  message  boards. 


TradeStation  devotees  interested  in  lively  discus- 
sions of  charting  trends  and  indicator  design 
should  sign  up  for  the  Omega  mailing  list  at 
www.markbrown.com/al/omegalist.html. 


MetaStock 

www.metastock.com 

MetaStock  excels  in  its  breadth  o 
chart  displays,  offering  the  very  basi- 
to  the  extremely  esoteric.  It  also  of 
fers  a  wide  array  of  flexible  drawin, 
tools.  The  newest  version  of  Meta 
Stock  incorporates  a  straightforwan 
formula  language  that  allows  trader 
to  create  custom  indicators  and  the 
back-test  them  using  historical  per 
formance  data. 

►  Best:  Object-oriented  interface. 

►  Worst:  A  lack  of  compatible  add-ons. 

Sixer.com 

www.sixer.com 

Robotics  engineer  and  cricket  buff  Su 
Duddella's  proprietary  indicators  an 
algorithms  provide  innovative  technic; 
stock  picks.  Long-term  investors  shou) 
take  note:  DuddeUa  insists  that  Sixer 
indicators  can  be  used  to  analyze  stocl 
for  any  time  horizon  from  five  minuti 
to  five  years. 

►Best:  Each  stock  pick  is  accompanied 
detailed  technical  explanation,  upside  ta 
gets  and  downside  stops. 
►Worst:  Newly  instituted  $25  fee. 

TradeStation 

www.tradestation.com 

The  cream  of  the  crop  in  charting  soil 
ware.  EasyLanguage  makes  the  sofhval 


P  TradeStaJicpii^Pro  ^ 


Introducing... 


^TradeStation  Pro 


completely  programmable  and  cu 
tomizable — you  can  "teach"  TradeSi 
tion  to  recognize  specific  chart  patter 
and  even  create  your  own  indicate 
The  TradeStation  servers  hold  enou 
past  market  data  (even  intrad 
minute-by-minute  data)  to  back-ti 
any  strategy.  The  download  was  qui< 
and  the  program  ran  at  top  speed  ev 
on  a  three-year-old  machine. 

►  Best:  A  new  brokerage  service. 

►  Worst:  Steep  price:  $300  per  month. 
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HP  Color  LaserJet  8550 


The  New  Xerox  Phaser' 2135 


(HP'S  fastest) 


(3Kfastet) 


EROX  COLOR  PRINTERS  EXCEED 
ALL  SPEED  LIMITS. 


color  jus!  blew  the  competition  out  of  the  office.  Our  network-ready  Phaser'  2135  color  printer,  from  the  combined  expertise  of  Tektronix  and  Xerox, 
brilliant  1200-dpi  color  at  an  incredible  21ppm  and  black  at  26ppm.  It's  powered  by  a  500  UHi  processor  and  offers  a  2850-5heet  capacity.  Plus,  it 
on  a  wide  variety  of  media,  up  to  12x18  and  751b  cover  stock.  Now  everything  you  create,  you  can  print  in-house.  Let  us  help  you  exceed  all  speed  limits 
r  office  with  this  or  other  printers.  Call  1-877-362-6567  ext.  1814  or  visit  us  at  www.xerox.com/officeprinting/printl814. 


I  )ocuMENT  Company 
XEROX 


XEROX  PRINTERS  IVIAKE  IT  HAPPEN. 


XEROX 

NETWORK  PRINTERS 


■001  XEROX  CORPORATION  All  righls  reserved.  Xerox,'  The  Document  Company*  and  Phaser"  are  trademarks  of  XEROX  CORPORATION.  Tektronix"  Is  a  trademark  of  Tektronix,  Inc  licensed  to  XEROX  CORPORATION 
,i<;ed  on  manufacturers'  staled  maximum  default-mode  color  speed  capabilities.  HP  Color  LaserJet  8550  is  properly  of  Hewlett  Packard  Company 


Fund  Selection 

The  stock  bubble  has  burst  and  many  are  reconsidering  investment 

virtues  like  diversification  and  asset  allocation.  Funds  allow  you  to  invest 
for  your  child's  college  education  or  your  retirement  without  having  to  give 
up  your  day  job.  Turn  to  these  sites  to  find  your  funds.  —  Jennifer  McCullam 
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Morningstar.com 

www.niorningstar.com 

Morningstar's  reputation  in  fund  analysis  extends  to  the 
Net.  The  10,000  fund  screener  is  excellent  and  easy  to 
use.  Fork  over  $10  per  month  and  you  get  more  in- 
depth  coverage  and  smart  planning  that  aHow  you  to, 
say,  rebalance  your  portfolio.  In  the  Inside  Scoop  you 

will  find  out  that  Dreyfus  Mid- 
cap  Value  has  recently  begun 
buying  larger-cap  stocks.  The 
Portfolio  X-Ray  scans  your 
holdings  for  unexpected  risks. 
There  is  also  a  Java  goal  planner. 
^Best:  Analyst  picks  like  the  Davis 
Convertible  Securities  Fund. 
^Worst:  Clunky  analyst  prose. 


Foliofn 

www.foliofn.com 

If  you've  ever  gotten  a  year-end  fund 
statement  filled  with  unwanted  capital 
gains,  consider  this  site,  especially  if  you 
have  the  time  to  track  your  investments. 
For  $30  per  month  users  can  create  up 
to  three  portfolios  of  50  stocks  each  or 
choose  from  more  than  100  pre- 
screened  baskets,  like  the  Tobacco  Free  S 
Folio.  Trades  are  unlimited  but  placed  q 
only  twice  a  day,  and  the  software  au-  5 
tomatically  rebalances  your  portfoHo 
as  prices  fluctuate.  Feeling  threatened, 
the  fund  industry  recently  petitioned  the 
SEC  to  regulate  this  business. 
>Best:  Tax  control  and  folio  selection. 
^Worst:  Lack  of  research. 

FundAlarm 

www.fundalarm.com 

Is  it  time  to  dump  those  American  Cen- 
tury Giftrust  shares  your  daughter  got 
for  her  Bat  Mitzvah?  Consult  Roy 
Weitz's  list  of  3-Alarm  funds.  It  com- 
pares hundreds  of  underperforming 
mutual  funds  against  one-,  three-  and 
five-year  benchmarks.  However,  the  real 


gems  on  the  site  come  from  Weitz's 
Fiighhghts  and  Commentary,  with  off- 
beat items  like  the  IPS  iFund  Death- 
watch,  a  contest  to  see  when  this  fund 
devoted  to  "emerging  intelligence"  and 
group  investing  will  fold. 
^Best:  The  pithy  insights. 
^Worst:  Be  prepared  to  scroll. 


For  primers  on  mutual  fund  basics  and  the  latest 
regulatory  actions,  check  the  Investment  Com- 
pany Institute's  site  at  www.ici.org.  It's  reviewed  at 
www.forbesbest.com. 


IndexFunds 

www.indexfunds.com 

This  John  Bogle-inspired  niche  site  aims 
to  be  the  authority  on  investing  in  in- 
dexes. To  find  retail  or  institutional 
funds,  go  to  Data  Central.  At  IndexFunds 
University  read  about  the  "index  effect" 
on  stock  prices  or  a  survey  on  Bond 
Index  ftmds.  Search  through  archives  of 
articles  by  date,  topic  or  author.  Or  con- 
sult the  speciaUzed  ETFzone  for  articles 
on  foreign-based  exchange-traded  funds. 
^Best:  Its  limited  but  insightful  boards. 
►  Worst:  Click  on  Tools  and  you  link  to 
only  four  American  Express  calculators. 


Maxfunds.com 

www.maxfunds.com 

Don't  be  fooled  by  the  funky  desig 
Maxfunds  has  some  innovative  feature 
including  a  Fund  Overlap  tool,  whic 
checks  the  extent  of  the  duplication 
stocks  in  your  various  fiands.  We  wet 
disturbed  to  find  that  two  of  our  func 
were  overweighted  in  Cisco.  Max-( 
mizer  3000  screens  funds  based  on  a  s 
ries  of  personality  questions. 

►  Best:  Articles  are  validated  or 
discredited  by  posts  from  users. 

►  Worst:  E-Z  Application  only  lists  a 
handful  of  funds  with  Web  applications. 

Personal  Fund.com 

www.personalfund.com 

Few  people  monitor  their  fund's  e 
pense  ratio  or  tax  efficiency.  Yet  the 
drains  may  cost  thousands  of  dollar 
year.  Personal  Fund  wiU  tell  you  the 
costs  and  suggest  cheaper  alternativ 
According  to  the  calculator,  a  $20,0 
investment  in  Fidelity's  Contrafui 
would,  thanks  to  costs,  produce  or 
$50,791  in  15  years  versus  $102,814 
Vanguard's  Tax-Managed  Capital  A 
preciation,  even  if  they  both  averag 
12%  returns  before  costs. 

►  Best:  The  Fund  Cost  calculator. 

►  Worst:  Portfolio  tool  is  hard  to  naviga 

SmartMoney.com 

www.smartmoney.com 

Access  real-time  quotes  and  research 
more  than  6,000  funds,  with  data  p:| 
vided  by  Morningstar.  Next  to  each  c| 
teria,  like  three-year  annual  return  or 
pense  ratio,  the  Fund  Finder  shows  hi  I 
low  and  average,  so  you  don't  put  i 
ridiculous  number  that  will  negate  y(| 
search.  There  is  also  insight  and  origil 
content  from  its  Manager  Spotlight 
ries,  including  a  profile  on  Oakmaij 
value  manager,  BiU  Nygren. 
►Best:  The  Java  planning  tools. 

►  Worst:  Slow  loading. 


I 


E  www.forbes.com/funds 

Consult  Forbes  Fund  Center  to  fincl 
data  on  more  than  11,000  funds  an  I 
screen  for  performance,  Forbes  rail 
ing  and  expenses.  You'll  also  find  ol 
Best  Buys  for  value  and  bond  fundi 


72     FORBES*  Best  of  The  Web  ■  June  25, 2001 


""I"'^/^^^^  Now  browse,  shop,  trade, and  send  email  — even  instant  messages 

I  whenever  you  feel  like  it.  Connect  an  HP  Jornada  to  a  Novatel  Minstrel 

wirel(!ss  modem,  sign  up  for  OmniSky  service,  and  you  can  accisss  the  Internet  in  rich 
color  when  you're  on  the  go.* 

Learn  how  to  go  wireless  at  PocketPC.com 


m  and  wireless  service  purchased  separately.  Check  with  OmniSky  for  service  availability  in  your  area, 
veb  site  content  may  be  unavailable. 

vllcrosoft  Corporation.  All  rights  reserved.  Microsoft.  Outlook,  Windows,  the  Windows  logo,  and  Where  do  you  want  to  go  today? 
■  registered  tradem3rl<s  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
;s  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


Message  Boards 

Not  long  ago,  day  traders  ruled  the  stock  message  boards.  But  with 

fewer  hot  stocks  to  hype,  the  boards  have  mellowed,  and  on  some  you  can 
even  find  sophisticated  opinions  and  useful  tidbits.  Use  these  sites  to  gauge 
sentiment,  but  be  wary  of  stock  recommendations.  —  John  F.  Akasie 


i  siait:  fill  A!nr  3a».  arterttiw  Btnui 
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Silicon  Investor 

www.siliconinvestor.com 

A  techie's  dream,  yes,  but  what  surprised  us  are  the  impres- 
sive number  of  discussions  aimed  at  sophisticated  investors. 
One  room,  Currencies  and  the  Global  Capital  Markets,  is 
typical  of  the  serious,  well-informed  and  witty  posts.  (But 
isn't  a  post  saying  George  Soros  "sucks  the  blood  from  the 
poor"  a  bit  harsh?)  The  Hot  Subject 
link  gets  you  to  boards  like  Alterna- 
tive Energy,  which  opens  with  quick 
links  to  threads  on  50  fuel-ceU  stocks. 
Boards  are  well  organized.  You  can 
also  track  your  portfolio,  get  news 
and  stock  research, 
^■••t:  Tech  stock  haven. 
^Wortt:  Many  nontech  boards  are  thin. 


isrmmnlii 


MetaMarkets 

www.metamaricets.com 

MetaMarkets  got  a  lot  of  press  for  its 
OpenFund,  an  interactive  fund  where 
you  can  literally  watch  over  the  portfo- 
lio managers  and  exchange  ideas.  Its  re- 
turns have  been  abysmal,  but  we  do  like 
this  site's  fascinating  discussions.  MIT 
Media  Labs'  Nicholas  Negroponte  is  a 
regular  contributor,  as  is  economics 
professor  Reuven  Brenner.  In  Intellec- 
tual Ammo,  find  out  how  Nobel  Laure- 
ate Paul  Samuelson  based  parts  of  his 
classic  text  on  unreliable  data. 
^Bett;  Intellectual  boards  for  a  change. 
►  Worst:  Too  much  chat  on  the  OpenFund. 

Morningstar.com 

www.morningstar.com 

Tired  of  the  stock  chatter?  Come  here  for 
fund  talk  and,  for  credit  types,  bond  talk. 
Don't  miss  the  section  on  academic  re- 
search, Ivory  Towers,  or  the  board  de- 
voted to  Investing  During  Retirement. 
Morningstar  fund  analysts  moderate  the 
boards,  so  there's  less  chance  of  the  chat 
straying  off  course.  There's  a  menu  bar 
that  speeds  up  your  ability  to  find  a  topic. 


►  ■••t:  Analyst  contributions. 

►  Wont;  Mostly  for  retirement  planning. 

The  Motley  Fool 

http://boards.fool.com 

We're  not  big  fans  of  the  Fool's  flip  jar- 
gon but  its  boards  are  robust  and  smartly 
designed.  That's  why  the  Fool  is  now 
hosting  Quicken's  and  AOL.com's 
boards.  Soon  Investorama  will  be 
folded  into  the  site.  You  can  track  fa- 
vorite posters  and  banish  others.  In 
some  cases  you  can  actually  read  a  de- 
tailed profile  of  the  poster.  Another 
clever  feature  is  that  Fools  are  grouped 
by  state,  so  you  can  focus  your  chats. 
"Connecticut's  biggest  folly  is  our  taxes." 

►  iott:  Easy  to  use  and  navigate. 

►  Worst:  Too  much  is  dumbed  down. 


ES^ThcMetltyFeel 

MaJ.  Fool«effl 


you. 

Begin  Invaattna. 


Start  Here 


Polyconomics 

www.polyconomics.com 

The  brainchild  of  economist  Juc 
Wanniski,  the  boards  complement  h 
supply-side  commentary.  Althoug 
chat  doesn't  involve  specific  stocks, 
provides  valuable  insight  as  to  ho 
credit  and  interest  rates  affect  the  pei 
formance  of  equities.  A  recurrin 
question:  Should  we — can  we- 
return  to  the  gold  standard? 
►■••t:  Join  the  venting  against  Greenspa 
►  Worst:  Not  much  "trickling  down"  to  it 
design  budget. 

Sage  Online 

www.sageonline.com 

A  bio  for  one  of  the  Web  site 
"sages,"  Brian  Stetten,  says  that  he  le 
Vanguard  to  help  pick  stocks  her 
Sage  Online  is  like  getting  free  advid 
from  top  money  managers,  as  well 
having  the  opportunity  to  chat  wi| 
them  and  the  other  members.  Thei 
are  more  than  5,000  stock  forums  an 
a  board  for  virtually  every  mutu 
fund  out  there.  But  the  real  gold  is  c 
the  custom  boards  with  the  team 
sages.  They  interview  fund  manageij 
analyze  and  banter  back  and  forth  c 
various  stock  picks, 
►last:  All  the  experts  and  easy  navigation 
►Worst:  Promotions  can  be  easily 
confused  with  boards. 


Want  to  check  if  the  post  you  are  reading  is 
spam?  Pull  out  key  words  from  the  text  and 
search  for  them  on  different  message  board 
sites.  If  you  find  the  same  posting  in  many  othet 
places,  chances  are  you  re  reading  hype. 


Yahoo  Finance 

http://finance.yahoo.com 

Rapid  access  to  every  topic  under  tl 
sun.  But  it's  hard  to  pick  out  nug 
of  wisdom  in  this  sea  of  unsophisi 
cated  blather.  On  the  Bonds  boarl 
we're  told  how  to  create  a  chain  lettl 
that  will  turn  $6  into  $6,000.  Lucki 
you  have  the  option  of  ignoring  ai 
poster  or  reporting  abuses.  Track  yo] 
favorite  boards  on  your  MyYah^ 
home  page. 

►  ■•St;  Breadth,  plus  occasional  Jul 
nuggets  from  corporate  insiders. 
►Worst:  Blather  and  hype. 
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att.com  /  networksecurity 

The  capacity  to  exchange  vast  amounts  of  proprietary  data  with  your  employees,  clients  and  suppliers 
round  the  world  instantly.  And  multiple  layers  of  security  to  keep  it  from  going  any  further  than  that. 
With  AT&T  Data  and  IP  Networks,  the  secret  of  your  e-business  success  is  safe  with  us. 


r&T 


BOUNDLESS 


Job  Hunting 

Layoffs  associated  with  the  dot-com  bust  have  made  job  sites  a 

popular  Web  destination.  Use  these  sites  to  scan  openings,  check  salaries 
and  get  your  resume  in  front  of  hundreds  of  employers  without  ever 
leaving  your  desk.  —Laura  Roe  Stevens 


Tnonsrer.com 

Work.  Life.  Poiilbllltici. 


I    Job  Good.  Life  Good. 


•Think  li( 
•  Never  SetUe 


Monster.com 

www.monster.com 

Monster.com  keeps  getting  better.  There  are  more  than 
370,000  job  postings,  including  one  for  a  senior  invest- 
ment stockbroker  position  paying  up  to  $300,000  annu- 
ally. Recently,  Monster  acquired  JobTrak,  so  it  now  pro- 
vides jobs  and  resume  databases  for  more  than  1 ,000 

university  career  centers.  There 
is  an  impressive  research  section 
where  you  can  pull  up  profiles 
of  thousands  of  companies. 
Monstermoving  division  offers 
relocation  services. 
^Bett:  Lots  of  listings,  chat  rooms. 
^Worst:  Articles,  like  "Job  Shake- 
out,"  are  of  little  use. 


Imployer  leg-In 
Po%t  A  Job 

'^Hiiing  Solutions 


^  Sftareh  3.000  pA^vi  of 


Find  a  Job  m... 


CareerBuiider 

www.careerbuilder.com 

Owned  by  Tribune  and  Knight  Ridder, 
this  network  of  75  career  sites  is  eas- 
ily navigable.  There  are  more  than  1 
million  resumes;  job  listings  include 
one  for  an  IT  expert  in  San  Diego. 
The  Layoff  Survival  Kit  suggests  that 
if  you  get  fired  you  should  be  honest 
about  it  in  an  interview,  but  you 
shouldn't  volunteer  information. 
^Best:  Many  ways  to  narrow  a  search. 
^  Worst:  Most  of  the  advice  offered  is 
simplistic  and  based  on  common  sense. 

CareerShop.com 

www.careershop.com 

Search  for  jobs  and  consult  a  career 
doctor  about  things  like  how  long  to 
wait  before  you  accept  a  job  offer.  The 
doc's  advice:  Reply  within  one  week. 
The  site  is  packed  with  information. 
Before  you  interview  for  that  job  with 
Pfizer,  enter  the  Health  community  to 
pick  up  the  latest  drug  news  like  how 
the  antidepressant  imipramine  may 
also  work  for  panic  attacks. 
^Best:  Personal  Job  Shopper  service 


e-mails  you  when  it  finds  a  job  match. 

►  Worst:  Communities  exist  only  for  IT, 

Health  and  Legal  careers. 


Go  to  www.resumesion.com  to  create  an  interac- 
tive resume  on  the  Web.  Then,  whenever  someone 
looks  at  your  resume,  you'll  know  who  they  were 
and  how  often  they  looked. 


Dicc.com 

www.dice.com 

This  recently  redesigned  site  has  more 
than  79,000  tech  job  postings  from 
6,800  employers  nationwide — despite 
the  recent  layoffs  in  IT.  Register  your  IT 
skills.  When  a  job  comes  up,  you'll  get 
an  e-mail.  Tools  include  one  that  helps 
you  prepare  for  certification  exams. 

►  Best:  HotList  technology  prioritizes  can- 
didates and  presents  the  best-qualified  ap- 
plicants to  employers  first. 

►  Worst:  Most  jobs  posted  are  in  Silicon 
Valley. 

Headhunter.net 

www.headhunter.net 

Once  you  find  a  job,  use  the  salary 
calculator,  powered  by  Salary.com,  to 
figure  how  much  you  should  be  paid. 


A  neurologist  earning  $182,680 
New  York  City  would  make  $20 
less  in  St.  Louis.  Partnerships  wi 
outfits  like  MarketingSherpa.co 
make  this  a  hot  spot  for  sales  ai 
marketing  jobs. 

►  Best:  Broad  choice  of  jobs  in  the  U.K. 
Canada,  India  and  other  Asian  countries 

►  Worst;  Poor  results  from  searches  by 
job  type.  Type  in  venture  capital  and  a  jc 
for  a  payroll  administrator  comes  back. 

HotJobs 

www.hotjobs.com 

Afraid  your  boss  will  find  out  you're 
hunting?  HotJobs'  HotBlock  techn 
ogy  lets  job  seekers  control  which  t- 
ployers  see  their  resumes.  Sea 
through  thousands  of  jobs  by  comp;! 
name,  keyword  and  location.  Sh 
your  job-hunting  woes  on  the  disc] 
sion  boards.  Exasperated?  Click  on 
fice  Humor,  where  job  seekers  mull  c| 
the  perfect  handshake. 

►  Best:  HotBlock  technology. 

►  Worst:  Few  international  postings. 

WetFeet.com 

www.wetfeet.com 

Search  through  12,000  jobs  and! 
search  companies.  But  beware| 
search  for  Viacom  only  returned  | 
tails  on  its  Blockbuster  division 
Agency.com,  which  isn't  even  pari 
Viacom.  There  are  hundreds  of 
cussion  boards  and  a  section  de\  i| 
to  career  changers. 

►  Best:  Research  on  salaries  and  perkl 
top  marketing  executive  in  the  U.S.  ea| 
a  median  base  salary  of  $142,844. 

►  Worst:  Can't  search  jobs  by  industrl 


TIME  CI 


Task:  Submit  a  resume  online.  Favoil 
Monster.com  is  slowed  down  by  lots  of  grap| 
icons,  leading  to  the  second-longest  load  time, 
.requires  the  most  effort,  making  you  go  thrc| 
separate  pages  to  post  your  resume. 
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One-size-fits-all  ma\  be  good  tor  hats,  but  not  tor  e-business  sottware. 
In  the  Ht'H',  new  economy  vou  need  a  collaborative  e-business  solution  that  is 
tailored  to  the  changing  needs  ot  vour  business.  Enter  mvSAP.com  Induslrv 
Solutions  -  industrx'-specific  solutions  based  on  reccignized  best  practices  and 
backed  b\  over  28  years  ot  industry-specific  implementation  experience.  .S.\P 
has  custom-tailored  solutions  tor  over  20  ditterent  industries,  Irom  manutaeturing 
to  retail  lo  hanking.  lo  find  out  more,  call  SDO  <S72  1727  or  tv  |ie  vv  vv \y.sap.com 


THE  BEST-RUN  E-BUS 
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Debt  Management 

Those  who  lived  too  large  during  last  year's  stock  boom  may  now  find 

themselves  drowning  in  debt.  Use  the  Web  to  get  confidential  advice  on 
debt  management  or  bankruptcy.  You  can  even  arrange  for  a  service  to 
negotiate  with  creditors  and  set  up  a  payment  plan.  —  Jonathan  Fahey 
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About.com  Credit/Debt  Managoment 

credit.about.com/money/credjt 

The  credit-  and  debt-management  channel  run  by  financial 
consultant  Michael  Killian  provides  advice  on  how  to  deal 
with  creditors.  There  are  discussion  boards  and  links  to  articles 
like  "What  to  do  if  your  husband  leaves  you  with  a  mound  of 
debt?"  Find  out  about  budgeting  and  credit  repair.  There  is 
also  information  on  consolidating 
your  debts:  Moving  debt  from  one 
credit  card  to  another  with  a  lower 
interest  rate  doesn't  necessarily 
lower  your  total  payments. 
^Best:  Wealth  of  links,  like  the  National 
Fraud  Information  Center. 
^Wortt:  Sometimes  hard  to  tell  the 
editorial  content  from  the  sponsors. 


Auriton  Solutions 

www.auriton.org 

Auriton's  debt  management  program 
costs  $25  to  sign  up  plus  up  to  $35  per 
month.  It  will  consolidate  your  debts, 
reduce  the  interest  rates  you  pay  and 
process  your  payments.  Go  online  to 
see  which  bills  have  been  paid.  Click  on 
the  Learning  Center  for  five  signs  that 
you're  on  the  road  to  financial  crisis.  A 
sure  sign:  taking  cash  advances  to  pay 
your  bills. 

^Be«t:  Calculators.  One  determines  your 
cost  of  credit,  another  figures  how  big  a 
mortgage  you  can  afford. 
►  Worst:  Self-serving  testimonials 
designed  to  sell  Auriton  services. 


free  articles  on  topics  like  how  to  re- 
spond if  you  are  sued.  Suggestion:  An- 
swer the  complaint  so  the  judge  knows 
you  intend  to  resolve  the  issue.  Debt- 
bytes,  a  free  e-mail  service,  keeps  you 
posted  on  your  rights  when  a  creditor 
comes  after  you.  There's  even  a  call-in 
Internet  radio  show  where  debt  experts 
answer  questions. 

►  Best:  Keep  abreast  of  the  latest  get-rich- 
quick  pyramid  scams. 
^Wortt:  Hawks  its  expensive  bill  paying 
service  all  over  the  site.  Should  you  pay  so 
much  when  you're  in  debt? 


Once  you've  got  a  grip  on  your  debts,  check 
out  Financial  Engines,  reviewed  at 
www.forbesbest.com.  It  will  forecast  the  likeli- 
hood that  you  will  reach  your  financial  goals. 


MyVesta.org 

www.inyvesta.org 

Information-packed  site  that  runs  a 
debt  management  program  for  $60  per 
month.  For  that  price,  MyVesta  will 
consolidate  your  debt  and  negotiate 
lower  interest  rates  with  your  creditors. 
For  $395,  MyVesta  will  also  process 
your  monthly  bills  and  payments  and 
provide  counseling.  The  site  provides 


National  Foundation  for 
Credit  Counseling 

www.nfcc.org 

This  nonprofit  organization  is  associ- 
ated with  1,450  counseling  centers  na- 
tionwide. The  site  provides  a  search  en- 
gine to  find  the  center  nearest  you. 
Contact  them  by  phone  or  online  and  a 
licensed  representative  wall  set  up  a  plan 
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and  will  negotiate  with  creditors.  Thj 
site  offers  lots  of  tips,  for  examplil 
When  choosing  a  credit  counselini 
agency,  find  out  whether  the  counseloili 
are  certified  and  how  your  funds  aif 
protected. 

►  Best:  Useful  facts  on  bankruptcy  (it  won' 
get  you  out  of  alimony  or  taxes). 

►  Worst:  Some  dead  links. 

Nolo.Gom 

www.nolo.com 

Need  to  improve  your  credit  ratinj 
Nolo  suggests  making  purchases  withbi 
credit  card  and  then  paying  off  the  bil 
The  Debt  &  Bankruptcy  channel  of  thi 
authoritative  legal  site  also  offers  advi  ml 
on  which  bills  you  should  pay  (morl 
gage  payments)  and  which  can  wil 
(legal  bills).  Click  on  Debt  &  Banf 
ruptcy  to  discover  how  to  get  out 
debt,  deal  with  annoying  bill  collectcl 
and  whether  to  file  for  Chapter  7  or  111 

►  Best:  Detailed  reliable  advice. 

►  Worst:  Ask  "Auntie  Nolo"  a  debt-relatel 
question.  Before  you  get  a  vague  answeil 
you  have  to  put  up  with  statements  like,  | 
"Oh  Honey.  Your  story  shakes  the  very 
timbers  of  our  reality." 

Profina  Debt  Solutions 

www.profina.org 

Profina's  debt  management  progrej 
costs  $50  to  set  up  and  then  up  to  $1 
per  month.  It  will  consolidate  yol 
unsecured  debt,  negotiate  lowl 
interest  rates  and  process  paymeni 
Get  a  breakdown  of  payments  mal 
and  contact  counselors  by  e-mail.  L  | 
ten  to  Profina's  Internet  radio  call  I 
show  and  take  the  debt  quiz  to  set! 
you  are  heading  toward  financial  rail 
►Best:  Check  which  payments  have  bee  | 
made  to  creditors  online. 
►Worst:  Section  on  bankruptcy  providtj 
only  four  thin  articles. 
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78%  OF  THE  FORTUNE  50  USE  ASPECT 

One  of  our  clients  saved  over  $1,000,000  using 
our  contact  center  solutions — handling  16%  more 
contacts  without  adding  a  single  employee. 

case  studies:  www.aspect.com/go/trimwaste 


ASPECT 

The  Contact  Center  Specialists 


and  (he  Aspect  logo  are  trademarks  and/or  service  marks  of  Aspect  Communications  Corporation  in  the  United  States  and/or  other  countries. 
•r  product  or  service  names  mentioned  in  this  document  might  be  trademarks  of  ttie  companies  with  wliicl;  they  are  associated. 
Aspect  Communications  Corporation 


General  Health 

Nearly  100  million  Americans  go  online  for  health  information.  Much  of 

what  they  find  is  hard  to  understand,  and  often  incorrect  and  incomplete. 
Consult  several  Web  sites,  but  also  check  with  a  physician.  In  general, 
government  and  university  sites  are  the  most  reliable.  —Alexandra  Alger 


Nation.il  Institutes  of  I  kcilth 


WHAT'S  NEW 

Trainina 

'    Sreasifssqin  j       Umqr  Eflitl  in 
Q>efweia|il 

DOT  PCB»NolUnkac11o  Higher 

Papers  otNobgt  gdenlisl  Maiahail 
Scienca" 


a  Health  Inhtrmalioii 

Publications  S  fad  wheels.  CiimtalTHais  gov.  haaim  nt 
lopic  indet.  MEDUNEplui,  cm«r  resources 

O  Grants  &  Funding  Opportunities 
Applications  grants  policf.  NIH  Ouide.  award  d^ta  res 
training  raseartn  conbacts  CRISP  database 

n  News  &  r.vcnts 

■  InlTie  NsMS.  pri^ss  releases.  taHndjrs  radio&ttdeo. 


National  Institutes  of  Healtli 

www.nih.gov 

Not  the  prettiest  of  the  lot,  but  for  authoritative  and  reliable 
patient  information  without  the  hype,  this  government- 
sponsored  network  of  sites  is  tops.  Search  NIH's  27  branches 
(the  National  Cancer  Institute,  for  example)  for  detailed  in- 
formation and  government  research.  Or  click  on  Health  In- 
formation and  link  to  Medlineplus  where 
you  can  easily  navigate  450  topics,  from 
back  pain  to  amyotrophic  lateral  sclerosis 
(Lou  Gehrig's  disease).  Also,  a  clinical  trials 
database. 

^Best:  Breadth  and  depth:  links  to  a  huge  number 
of  authoritative  resources,  such  as  physician  soci- 
eties. And  no  advertising. 
^Worst:  NIH's  search  engine  is  hard  to  use. 


□  Scientific  Resources 

Intramural  leses'ch  icftrlal  imarflit  groups.  Iltrary  c alalogs 
loumais  training  latis  irldntlflc  tompullng 

a  Instilules.  Centers  8t  Offices 
T)ie  IndMdual  organcations  Dial  make  up  the  NIH 
a  About NIH 

visitor  Info  lobs  sclance  aducatlon.  nnd  smployeai  public 
in«in.m.nl  poll..iisu..  .r.anM.n  «  mlsslonM.l.nr  ooln.  ; 


Food  &  Drug  Administration 

www.fda.gov 

Good  drug  information.  You  can  look 
up  FDA-labeling  for  new  drugs  ap- 
proved since  1998  and  find  an  exhaus- 
tive rundown  on  efficacy  and  safety.  In 
the  MedWatch  section,  look  up  drug- 
safety  labeling  changes  since  1996  and 
alerts  on  drugs,  dietary  supplements 
and  other  products. 
^Best:  FDA  warning  letters  to 
drugmakers  about  illegal  direct-to- 
consumer  marketing  campaigns. 
^  Worst:  The  site's  a  jungle;  search 
function  is  almost  useless. 

InteliHealtti 

www.intelihealth.com 

Aetna  U.S.  Healthcare's  portal  gets 
content  mainly  from  Harvard  Med- 
ical School,  though  not  all  of  the  stuff 


HARVARD 

iiffiMr.rocAi. 


Health 


May  la  Melanoma  Awaraitsn  Month 

Fducat*  jiouiselt  about  th*-  symploms  of 


s  doe  to  medicai  conditioni 


This  Just  In... 

An  3»penment3l  gene-lf 
^^t  M^'  tlL-'j  f'^fAi 


is  academic.  A  recent  article  asks  "Do 
cell  phones  cause  cancer?"  (Answer: 
no.)  Distinctive  features  include  a  sec- 
tion on  dental  health,  a  link  to  FDA 
drug  safety  alerts  and  inter 
active  Cool  Tools  section. 
^Best:  Symptom  Scout,  a 
symptom  checker. 

►  Worst:  Shopping  section 
hawks  junk,  such  as  aroma- 
therapy pillows  and  bad-breath  detectors. 

IMedscape 

www.medscape.com 

The  latest  news  and  information  in 
30  health  categories,  written  by  and 
for  health  care  professionals.  On 
a  given  day  there  might  be  40  bul- 
letins. Customize  the  home  page  to 
get  news  by  specialty  and  sign  up  for 
weekly  updates  via  e-mail.  When  the 
jargon  gets  too  thick — and  it  will — 
you  can  always  click  over  to  the  civil- 
ian site,  CBS  HealthWatch,  but  it's  less 
trustworthy. 

►  Best:  Next-day  reports  from  medical 
conferences. 

►  Worst:  The  medical  jargon. 


OncoLinl( 

www.oncolink.org 

Addresses  both  the  clinical  and  huma 
sides  of  cancer.  Run  by  the  University  c 
Pennsylvania  Cancer  Center,  this  au 
thoritative  site  covers  the  gamut  froii 
financial  issues  and  symptom  manag< 
ment  to  art  and  writing  programs  th; 
help  patients  heal.  Breast  cancer  info 
mation  even  covers  pregnant  wome 
and  those  with  silicon  implants. 

►  Best:  In-depth  explanations  of  cancer 
treatments  and  copious  references. 

►  Worst:  Difficult  to  navigate. 

Quaclcwatcli 

www.quacliwatch.com 

Debunks  health  care  hype  on  the  Wei 
Run  by  retired  psychiatrist  Dr.  Steph^ 
Barrett,  this  no-frills  site  blasts  the  clair  j 
of  chiropractors,  acupuncturists  ail 
homeopathic  healers.  Hundreds  of  arl 
cles  attack  dubious  treatments  for  sel 
ous  conditions,  such  as  multiple  scleroij 
Links  to  government  consumer  sites. 

►  Best:  Helpful  lists  of  questionable 
organizations  and  individuals. 

►  Worst:  Tone  can  be  harsh,  and  some 
attacks,  like  one  on  Nobel  Laureate  Linu:| 
Pauling,  may  go  too  far.  Also,  the 
organization  of  the  site  is  a  mishmash. 


Getting  cardiac  bypass  surgery  or  a  knee  replacement? 
HealthGrades  (www.healthgrades.com)  rates  5,000 
hospitals  on  two  dozen  specialist  procedures.  You  can 
also  get  background  information  on  doctors,  dentists  ani  | 
even  acupuncturists. 


YourSurgery.com 

www.yoursurgery.com 

Before  you  go  under  the  knife,  chl 
out  this  site  run  by  Dr.  Harold  Portil 
a  Michigan  neurosurgeon.  Thorougl 
details  50  surgical  procedures,  fri 
heart  valve  surgery  to  Lasik  vision  <l 
rection.  Clearly  written  and  beautifl|Ilie(ij 
illustrated  with  diagrams  and  anim; 
pictures,  each  section  describes 
anatomy  of  the  body  part  in  quest  I 
pathologies,  symptoms  and  complj 
tions.  Fast  despite  all  the  graphics. 

►  Best:  Accurate  and  complete  enougll 
be  used  by  surgeons  and  patients  as  p| 
of  legal  informed-consent  process. 

►  Worst:  Perfunctory  discussion  of 
possible  complications. 
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VISOR 

sharpening  its  edge. 


rhe  newest  Visor  is  also  the  sleekest.  Clean.  Ttiinner.  And  yet,  still  completely  expandable  with  its  unique  Springboard 
felot.  Which  means  you  get  all  the  versatility  of  Visor,  without  all  the  Visor.  The  Visor  Edge.  Slip  one  in  your  pocket. 


www.handspring.com 


handspring 


Diet  &  Nutrition 

Most  of  us  can  afford  to  shed  a  few  pounds.  These  sites  will  help  you 

assemble  low-fat  menus  and  fitness  routines  while  keeping  abreast  of 
the  latest  nutritional  research.  You'll  also  be  able  to  exchange  dieting 
information  with  others  in  pursuit  of  a  leaner  b.ody.  —Deborah  K.  Dietsch 


FAVORITE 


Daily  Food  PMnppr 
£alina  Righl 
Fast  Foofl  QiMt'. 


Smart  Chgf 
'/[t>mina/M<rnrals 


Siiccetdii^  al  Weight  I^oss 
The  besi  plan  and  d's  fresi 

Join  the  Haalth  CItibl 


Mtaith  Club 


OnJuK.Cpwwjiliiig  Wudwl 

i-tutrtejLig  -  Oui  rsgittered  distflia 

i»n»  Ifilmln  m  m>fl  »niiiiiniinhl 


Cyberdiet 

www.cyberdiet.com 

Use  this  colorful  site  to  assess  if  you're  ready  to  lose 
weight  and  how  to  do  it.  There  are  myriad  exercise  tips, 
tools  (including  one  to  calculate  your  body  mass),  recipes 
and  cooking  suggestions.  To  thicken  gravy,  for  instance, 
avoid  flour  and  instead  puree  cooked  vegetables  and  add 
cornstarch.  At  the  Resource  Cen- 
ter, learn  how  to  shed  pounds 
while  keeping  up  your  nutrition. 
Read  articles  on  topics  like  the 
link  between  depression  and  diet. 
Craving  cake?  An  online  support 
group  will  dissuade  you. 
^Best:  Free  weight-loss  assessment. 
►  Worst:  No  general  search  option. 


Take  your  diet  to  the  pros! 


Cyberdiet 

Alwayt  the  best  place  lo  go  lo  aniwtr  til  your  quMUeni 
■boul  adopting  a  h<i^Hhy  iifeitirla 


UrtTalkHsilth! 


f  Choo«>  8 


EDiets.com 

www.ediets.com 

Pay  $35  for  three  months  and  the  site's 
nutritionists  will  create  a  personalized 
meal  plan  based  on  convenience  foods, 
recipes  or  a  combination.  Sample 
recipes  (including  one  for  low-calorie, 
gooey  chicken  and  Monterey  Jack 
cheese  quesadillas)  and  shopping  lists 
give  you  the  gist  of  what  you'll  get  be- 
fore you  sign  up.  Pick  up  free  advice  on 
eating  out,  food  substitutions  and  links 
to  diet  tools.  There  are  more  than  50 
support  groups  to  keep  you  motivated. 
►  Best:  List  of  100  best  brands  for  dieters, 
from  Alpine  Lace  fat-free  cheese  to  Yoplait 
light  yogurt. 

►Worst:  You  have  to  pay  for  the  most 

valuable  information. 

Nutrio.com 

www.nutrio.com 

Before  you  gulp  that  Gatorade,  turn  to 
the  Food  Analyzer.  You'll  find  that  a 
glass  contains  about  14.4  grams  of 
sugar.  At  this  site,  you  can  analyze  calo- 
ries, vitamins,  minerals  and  nutrition 
labels.  There  is  a  broad  range  of  articles 

82     FORBES  -  Best  of  The  Web 


on  fitness,  mind/body  and  nutrition 
with  a  special  section  for  kids. 

►  Best:  Analysis  of  fast  food,  fad  diets  and 
diet  drugs. 

►  Worst:  Meal  plans  push  products 
from  Lean  Cuisine,  a  site  sponsor. 


on  unusual  topics  like  cancer-fightin 
diets  (some  include  medicinal  herbs, 
fats  and  food  trends.  The  site  tells  yo 
how  to  choose  diet-friendly  foods  lik 
whole-wheat  bread  and  low-fat  peant 
butter  while  grocery  shopping. 
►  Best:  Well-organized  links  to  Web  page 
like  a  report  on  the  dangers  of  fad  diets. 
►Worst:  Hokey  graphics. 


3  Fat  Chicks  on  a  Diet 

www.3fatchicks.com 

Did  you  know  that  a  hamburger  froi 
Burger  King  has  320  calories  while  or 
from  McDonald's  has  270?  Here  you 
find  such  data  plus  dozens  of  links  1 
health,  nutrition  and  exercise  site 
Read  about  the  dieting  travails  of  thn 
overweight  sisters  who  run  this  persoi 
able  site.  There  are  recipes  for  choa 
holies,  links  to  plus-size  clothir 
providers  and  lots  of  chat  rooms. 
►  Best:  Reviews  of  frozen  low-calorie 
dinners  and  diet  foods. 
►Worst:  Fat-chick  Amy  stopped  her 
dieting  journal  last  October. 

ThriveOnllne 

www.thriveonline.com 

Divided  into  six  sections — Medical,  F 
ness,  Sexuality,  Nutrition,  Serenity  a 
Weight  Loss — this  multilayered  site 


Nutrition.gov 

www.nutrition.gov 

Information-packed  portal  to  the  latest 
on  nutrition  and  food  safety  from  14 
federal  agencies.  Read  about  govern- 
ment-sanctioned eating  plans.  Click  on 
Healthy  Eating  for  diet  tips  from  orga- 
nizations like  the  Centers  for  Disease 
Control.  One  tip:  Eating  breakfast  helps 
you  lose  weight.  Also,  targeted  diets  for 
kids,  seniors  and  cancer  patients. 
►  Best:  Food  Facts  links  to  food  labeling, 
nutrition  and  dietary  guideline  sites. 
►Worst:  Scant  links  to  fitness  sites. 

The  Diet  Channel 

www.thedietchannel.com 

Managed  by  registered  dietician  Kath- 
leen Goodwin,  this  site  has  more  than 
!  600  links  to  help  you  find  your  ideal 
i  weight  and  set  meal  plans.  Articles  focus 
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Want  a  break  from  dieting?  Check  out  our  fat 
rankings  of  24  gourmet  food  sites  like  Tavolo.coi 
at  www.forbesbest.com. 


u 


run  by  Oxygen  Media.  Customize  a  I 
ness  program,  visit  chat  rooms,  pick| 
recipes  and  diet  tips.  Or  watch  a  foil 
minute  video  on  genetically  engineeijj 
veggies.  Plenty  of  expert  advice. 
►  Best:  Nutritionist  Joan  Salge  Blake 
provides  Q&A  sessions. 
►Worst:  Author  Geneen  Roth  suggests! 
eating  from  the  refrigerator  and  sucking 
on  chocolate. 


^B^(B(o)[7D[]B[nXE> 

todcy  on  tlirlva 

Find  out  what  oor  experts 
iici/^LfiiiV     have  to  say  about  oecbng  If 


i 


tool;  toy  jM  ^ 


•■■air, 


Extra  Memory 


tALL  OKI  AND  WE'LL  BUILD  A  PRINTER 
TO  MEETYOUR  BUSINESS  NEEDS. 


|CaU  1-866-OKI-COLOR  to  see  what  OKI  can  do  for  you. 


I  has  a  full  line  of  color  printers  to  meet  your  business  requirements. 

ether  you  need  64  megabytes  of  extra  memory,  custom  software  or  an  extra  paper  tray,  we'll  develop 
lolor  printing  solution  to  make  you  more  productive  and  successful.  OKI  printers  are 
ppatible  with  specified  network  environments.  And  they  feature  Single  Pass  Color"  technology  that 
;  down  all  four  colors  in  a  single  pass,  so  you  get: 

i  h-quality  color.  Up  to  1200  dpi  for  crisp,  clear  prints  every  time. 

/  (rdable,  in-house  color.  No  need  for  outside  printing  and  copying  services. 

f  ter  prints.  Color  prints  up  to  21  pages  per  minute. 

t.  'er  total  cost  of  ownership.*  Save  up  to  25%  vs.  comparable  color  laser  printers,  and  15-30%  vs. 

mkjets. 


toll  free  1-866-OKI-COLOR  or  visit  http://bpx.okidata.com/c9000.nsfto  see  what  OKI  can  do  for  you. 


OKI 

The  Only  Color 
For  Your 


tsl  of  Ownership  (TCO)  claim  based  on  2,000  pages  per  month  (100  pages  per  day)-  For  further  information,  see  the  http://bpx,ol<idata.com/c9000.nsf  section  of  the  Oki  Data  web  site  f?'  2001  OI<i  Data  Americas.  Inc  OKI. 
,  "OKI  The  Only  Color  For  You"  and  Design  T  M..  Oki  Electric  Industry  Co..  Ltd.  Single  Pass  Color,  Reg.T  M.  Oki  Data  Corporation. 


Physical  Fitness 

There  are  a  lot  of  silly  and  misleading  fitness  sites  on  the  Web.  Try 

a  new  exercise  or  weight-lifting  regimen  without  proper  instruction  and 
you  could  injure  yourself.  These  sites  offer  reasonable  fitness  programs, 
sound  advice  and  access  to  credentialed  trainers.  —Jennifer  McCullam 


*     -  W*I«M  Lax 


Nutricise 

www.nutricise.com 

This  fitness  portal  covers  the  gamut,  with  channels  for 
Cardio,  Running,  Cycling,  Tennis  and  Walking.  Nutritional 
guides,  customized  exercise  programs  and  tips  for  skiing 
are  just  some  of  the  offerings.  Daily  workouts  link  to  step- 
by-step  instructions  and  video  demonstrations.  The 

Healthy  Living  Portal  offers  an 
annotated  guide  to  thousands  of 
more  specialized  Web  sites,  such  as 
one  devoted  to  fitness  for  seniors. 
^Bett:  Gym  Locator  lets  you  search 
by  location,  classes  offered  and 
facilities  available. 
^Worst:  Kids  Basics  has  more  on 
child  development  than  fitness. 


10  Food!  to  Avoid  On  An 
Italian  Manu 


Asimba 

www.asimba.com 

A  wealth  of  free  nutrition  and  trainin 
programs,  rivaling  what  you  pay  for  o^ 
other  sites.  Track  caloric  intake  anj 
workout  time  with  the  fitness  and  ni' 
trition  logs.  Sign  up  for  e-mail  trainin 
programs,  like  marathons  for  begir 
ners.  Consult  the  exercise  library,  org; 
nized  by  muscle  group,  complete  wil 
video  demonstrations.  At  press  tim 
Asimba  was  no  longer  accepting  nc 
members  for  its  premium  content,  ai 
was  looking  for  a  buyer.  But  free  co:| 
tent  is  still  available. 
^Bett:  Deep  well  of  tips,  articles  and 
tutorials  on  popular  fitness  regimes  like 
running,  cycling  and  swimming. 
►Worst:  Currently  not  accepting  new 
premium  members.  Weak  event  locator. 

Active.com 

www.active.com 

A  site  devoted  to  fostering  commurj| 
in  more  than  40  individual  and  tea 
sports,  from  baseball  to  water  polo.  He  I 
up  with  local  leagues,  search  for  spcl 


PATE.  PILLfWS.  ARE 


Hyau  Hotels  ar.d  Resorts'  encompasses  hotels  and  resorrs  managed,  franch'sed,  or  leased  by  two  separate  groups  of  companies— Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  I 


lational  Corporaoon. 


g  events  in  your  area  or  register  for  pre- 
3  or  customized  training  programs  for 
dmming,  cycling  or  running.  Skip  the 
arsely  used  message  boards. 
Be«t:  The  ETeamz  page  lets  you  create  a 
3b  page  for  your  team  or  league. 
Hforst:  Some  sports  have  little 
ormation  beyond  upcoming  events. 

itness  Heaven.com 

vw.fitnessheaven.com 

resource-rich  fitness  portal.  Articles, 
>w-to  videos  and  other  content  cover 
ore  than  25  activities  ranging  from 
cquet  sports  to  martial  arts.  Online 


nt  to  find  a  real,  live  trainer  instead  of  a  virtual 
:?  To  find  a  qualified  one  in  your  area,  check 
www.ustrainersearch.com  and  see  our  review 
/ww.forbesbest.com. 


>re  offers  a  wide  array  of  discounted 
Drts  and  fitness  equipment.  For  $8  per 
Dnth,  you'll  get  individual  exercise 
ins  and  have  your  progress  tracked, 
tensive  stretching  and  yoga  videos 
j  modified  workouts  for  seniors, 
est:  Video-enhanced  virtual  trainer 
hforst:  Gym  Locator  is  extremely  spotty. 


Fitness  Online 

www.fitnessonline.coni 

Articles  from  Men's  Fitness,  Muscle 
&  Fitness,  Flex  and  Shape  compiled  in 
one  Web  site.  Content  organized  into 
Exercise,  Health,  Nutrition,  Mind 
&  Body  and  Adventure  channels.  Each 
article  offers  links  to  related  content. 
Also:  health  calculators,  including  one 
to  gauge  your  ideal  weight  and  a  gear- 
buyer's  guide.  Info  and  workouts  for 
pregnant  women. 

^Best:  Combined  archive  of  seven  fitness 
magazines  without  the  subscription  fees. 
^Worst:  Too  much  commercialized  content. 

Gymamerica.com 

www.gymamerica.com 

This  online  personal  trainer  helps  you 
personalize  a  pro  athlete's  workout  reg- 
imen based  on  individual  fitness  levels 
and  time  constraints.  Adjust  your 
workout  for  a  higher  intensity,  say,  and 
InTake,  the  site's  diet  program,  will  add 
more  energy-boosting  foods  to  com- 
pensate. Training  packages  range  from 
$18  for  three  months  to  $140  per  year. 


gymarnepiea . 


Get  im  rtron^er  by  lirfy  -Mhl 

Wwidcf  whi  fOu  i*t  CTsmpt  rou 
run?  Or  how  mvcn  3ro*«m  .4  too  rrruch' 
Srgn  up  for  our  fne  NeMSletter  and 
get  axt^ert  r«pi>fit»»  to  til  thove 

could  •ik  Utqn 


Get  In  Shape  For  Summer! 


Up  mm,  R'ft  FREE< 


CdnifRimKv  $«if))>on 

;  k^t'^^^  to  g»t  vu(.rl.out  ^elp,  thai 
'  *«g«tt.  or  luft  chat  Mith  othert 


^Best:  Animated  demos  of  stretches  and 
exercises  to  prevent  injury  and  maximize 
results. 

►  Worst:  Empty  message  boards. 

Workout.com 

www.woritout.com 

The  standout  here  is  an  extensive  li- 
brary that  includes  hundreds  of  exer- 
cise and  workout  programs  designed 
by  certified  trainers.  Specialized  cate- 
gories include  Muscle  Development, 
Cardiovascular  Conditioning  and  Post 
Rehabilitation.  For  easy  reference,  save 
your  results  to  the  MyLocker  feature. 
►Best:  Comprehensive  Encyclopedia  on  fit- 
ness terms  and  specific  health  benefits. 
►Worst:  Tiny  pictures. 


A  BED  WITH  DREAMY  DOWN  PILLOWS.  A  come-hither 


mattress.  A  big,  fluffy  bath  towel.  Details  can  stir 


your  world  when  they're  done  right.  Just  something 


to  ponder  in  the  nanosecond  between  your  head 


hitting  the  goose  down  and  a  great  night's  sleep.  For 


the  goods  other  hotels  only  dream  of,  call  Hyatt  or 


R  WHAT? 


your  travel  planner.  1  800  233  1234  or  www.hyatt.com. 


FEEL  THE  HYATT  TOUCH." 


HOTELS  &  RESORTS  : 
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Meditation  &  Yoga 

In  search  of  spiritual  centering  and  relief  from  stress,  more 

Americans  are  turning  to  meditation  and  yoga.  Now  you  don't  need  to 
leave  your  home  for  instruction.  The  Web  offers  a  wealth  of  information 
as  well  as  video  and  audio  to  guide  you.  —  Jeanne  O'Brien  Coffey 


I  YogoPostureSequences 

beginning  ssquenee  1 

tTiis  IS  3  Simple  posture  now.  well  suited  for  the  beginner  student  there 
3  si^paiat^  s^quenc>:5  seated  flow,  standing  flow  and  supine  flow  th^i 
3r>i  lo  tie  piactced  logethdf.  but  can  b«  practiced  separately 
mclKh  on  an  imag^  or  posture  name  for  detailed  Instructions 


Seated  Flow 

0  start  with  a  bnel  cenlenng  and  meditation  in  easy  pose 
Q  from  bound  angle  to  tevofw^  head  lo  knee  do  one  side  onfy.  then  go 
Iml  k  |m  t'ouno  angl^  and  ripest  postures  doing  opposrte  side 


Yogabasics.com 

www.yogabasics.com 

You'll  find  lots  of  information  on  philosophy,  pranayama 
(breathing)  instruction  and  information  about  chakras  (the 
body's  energy  centers),  as  well  as  about  90  postures,  all  in  a 
searchable  database.  There  are  detailed  guidelines  and  a  list  of 
medical  conditions,  such  as  high  blood  pressure,  that  would 
preclude  you  from  some  poses.  Link  to  MP3s 
on  yoga  instruction  and  an  Internet  yoga 
radio  station.  On  the  message  board  Yogaba- 
sics  guru  Timothy  Burgin  answers  questions. 
^Best:  Positions  like  the  Caterpillar, 
illustrated  and  explained  in  detail. 


i  ^  1 


^  Worst:  Home  page  disclaimer  warns  off 
novices,  then  offers  a  beginner's  guide  on  the 
next  page. 


About.com  Yoga 

http://yoga.about.com 

Lots  of  information  ranging  from  in- 
structions on  how  to  do  specific  asanas 
(postures)  to  how  to  protect  yourself 
from  injury.  There  are  links  to  many 
disciplines  of  yoga — from  Iyengar  to 
Tantric — and  loads  of  advice.  For  ex- 
ample, practice  yoga  in  a  room  that  is  a 
temperate  68  degrees.  One  drawback: 
The  chat  rooms  are  sparsely  populated. 
^Best:  Lots  of  links. 
►Worst:  Too  few  illustrations. 


Learning  Meditation 

www.learningmeditation.com 

Chck  on  Meditation  Room  and  choose 
from  20  audio  meditations.  One  has  a 
picture  of  a  wide  sandy  beach  with  lap- 
ping waves  and  gentle  Caribbean 
rhythms.  Some  meditations  are  guided, 
others  are  not.  The  guided  meditations 
last  from  two  to  ten  minutes.  There  are 
even  meditations  for  kids. 

►  Best:  Great  selection  of  music  for 
meditating. 

►  Worst:  When  Internet  traffic  is  heavy, 
jerky  audio  may  frustrate  you. 


Oprah.com  Mind  and  Body 

www.oprah.com/health/intrain/heaith_ 
intrain_yoga_main.html 

Yes,  Oprah  does  have  a  serious  yoga  and 
meditation  site.  It  offers  a  step-by-step 
Meditation  Guide — a  woman's  sooth- 
ing voice  instructs  you  to  focus  on  each 
breath,  while  sprinkling  reassuring  com- 


MIND    AND  BODY 


Stars  WDo  Love  Yoga 


'Vogati 


metaphor  for  llie 
YOU  navs  to  laU  It  realty 
stomrh  *ou  cant  rush  You 
tanisupto  Die  neit  position 
You  ^"4  yourssir  in  rary 
humiliating  srtuaKons,  b 
cantjudge  rouisei!  you  just 


ments,  like  "What's  gone  by  doesn't 
matter  and  you  don't  need  to  anticipate 
what's  to  come."  There's  streaming 
video  on  yoga  techniques. 

►  Best:  Yoga  guru  Rodney  Yee 
demonstrates  a  series  of  poses. 

►  Worst:  The  tabloid-TV-style  section, 
Why  Celebrities  Love  Yoga. 


QJ  You  can  read  one  of  the  best  beginning  guides  to 

H  insight  meditation,  Mindfulness  in  Plain  English  by 

3  Buddhist  monk  Henepola  Gunaratana,  in  its  en- 

^  tirety  at  www.reaiization.org. 


The  Worldwide  Online 
Meditation  Center 

www.meditationcenter.com 

If  you  want  to  achieve  Ascension — tl" 
highest  level  of  human  consciou; 
ness — this  site  will  tell  you  how  to  c 
it.  For  other  meditations,  brow: 
through  the  pastel-colored  pages  ar 
click  on,  for  example,  Centering  < 
Inner  Light  Meditation.  You'll  gel  hi 
tory,  instructions  and  the  benefits 
this  meditation  to  your  health.  (Ti 
latter  leads  to  clearer  insight.)  Jim  M 
loy,  who  has  been  practicing  medit 
tion  for  33  years,  answers  questions 

►  Best:  Concise  explanations  of  the 
different  forms  of  meditation— from 
Energy  Healing  to  Ascension. 

►  Worst:  Every  meditation  "room"  looks 
the  same. 

Yoga  Directory 

www.yogadirectory.com 

Reams  of  information  and  links  to  yo 
resources  on  the  Web.  You'll  find  assoi 
ations,  books,  magazines  and  yoga 
cations.  Click  on  Traditions  to  find 
scriptions  of  major  yoga  styles.  If  yi 
click  on  Top  10  Percent  you'll  find  1 
of  the  most  popular  links — sites  orj 
nized  by  topics  that  Yoga  Directo 
considers  cool,  including  yoga  mark 
places  (like  Hugger  Mugger),  ya 
products  and  the  ever-popular  Ero 
Tantra  &  Kama  Sutra  magazine. 

►  Best:  Nearly  every  link  has  a  brief 
description  of  what  you'll  find. 

►  Worst:  Some  links  don't  work. 

Yoga  Research  and 
Education  Center 

www.yrec.org 

This  text-heavy  site  aims  to  preserve  i 
traditional  teachings  of  yoga  in 
Hindu,  Buddhist  and  Jaina  forr 
Learn  about  therapeutic  yoga,  scholi( 
yoga  and  read  translations  of  yc 
scriptures.  More  than  100  in-depth 
tides  from  professionals  on  Indole 
history  of  religion,  philosophy,  psycl^ 
ogy  and  medicine. 

►  Best:  Succinct  introduction  to  the 
history  of  yoga. 

►  Worst:  Minimalist  design  and  a  numi 
of  disappointing  links. 
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Fannie  Mae  makes  affordable  mortgage  funds 
available  to  large  and  small  lenders  across  America. 

Which  means  the  American  Dream 

is  available  in  everyone's  hometown. 

The  Sandovals'  dream  was  a  split-level  home  in  Spring,  Texas.  For  the  Pearsons,  it 
was  a  bungalow  in  Gary,  North  Carolina.  At  Fannie  Mae,  we  know  the 
American  Dream  comes  in  all  shapes  and  sizes  and  stretches  across  large 
cities  and  small  towns. 

Which  is  why  we  make  sure  lenders  of  all  sizes,  from  the  largest  to  the 
smallest,  have  access  to  a  full  range  of  mortgage  products  and  technology. 

For  example,  our  e-commerce  strategies  allow  community  banks  to 
offer  their  customers  the  full  range  of  Fannie  Mae  mortgage  options, 
which  helps  more  Americans  get  into  homes  of  their  own. 


^  FannieMae 

;ww.f  anniemae.com 


So  no  matter  which  way  you  turn,  Fannie  Mae  is  helping  make  sure  that  more 
families  have  more  choices  through  lenders  both  large  and  small.  Which  keeps  the 
American  Dream  thriving  in  hometowns  all  across  the  country. 


Mental  Health 

Diseases  of  the  mind  are  on  the  rise.  Depression  alone  accounts  for 

about  20%  of  all  disability  claims.  The  Web  sites  here  can  help  you  under- 
stand mental  illnesses,  while  keeping  you  abreast  of  the  latest  medical 
breakthroughs.  —Lesley  Alderman  and  Ratha  Tep 


FAVOfrfE 


Video! 


MentalHelp.net 

www.mentalhelp.net 

Find  out  the  symptoms,  treatment  and  online  resources 
for  everything  from  anxiety  to  schizophrenia.  This  well- 
designed  site  lets  you  pose  questions  to  psychologists, 
like  Dr.  Mark  Dombeck;  link  to  1,600  journals,  including 
the  Harvard  Review  of  Psychiatry;  and  search  for  confer- 
ences. Find  a  therapist  and  read 
articles  on  how  the  drug  sertra- 
line provides  relief  from  the  dis- 
abling emotions  that  follow  a 
traumatic  experience. 
^Best:  Video  Webcasts  on  topics 
like  whether  your  child  is  depressed. 
^Worst:  To  access  the  site  you 
must  use  a  Netscape  browser. 


av«  1  motsayd  w3(tinj  for  you 

asks,  "Do  you  ever  have  those  hopeless 
days  when  you  long  to  talk  to  someone 
yet  there  is  never  anyone  there?" 
^Best:  Friendly  and  supportive 
atmosphere. 

^Worst:  Enough  with  the  Tapir  graphic! 


About.com  Mental  Health 

www.nientalhealth.about.com 

Moderated  by  clinical  psychologist 
Leonard  Holmes,  this  site  covers  30 
distinct  subject  areas,  such  as  stress 
management  and  personality  disor- 
ders. You  can  access  data  from  trusted 
sources  like  the  National  Library  of 
Medicine.  The  Psych  Medications  sec- 
tion points  out  the  side  effects  of  cer- 
tain drugs:  Antipsychotic  medications 
like  Clozaril,  for  example,  can  lead  to 
muscle  weakness. 

^Best:  Active  chat  rooms  on  topics  like 
detaching  from  your  therapist. 
►Worst:  Some  stuff,  like  testimonials 
from  parents  who've  lost  kids,  will  tear 
your  heart  out.-^ 

Anxiety  Panic  Internet  Resource 

www.algy.com/anxiety 

A  wonderful  grass-roots  site.  There's 
extensive  information  on  disorders  like 
social  anxiety  and  obsessive-compul 

sive  behavior.  Message  boards,     ^  ,  ,       .  ,.„  .... 

.  u  u-    ^  To  learn  more  about  other  mentalillnesses,  like  eating 

focus  on  topics  like  agoraphobia,  |  p  disorders,  Alzheimer's  and  suicide,  read  our  review  of 


iho  .\i\\'u'i\  Piiiiic  iiitcriH't  icsoum' 

Ihoik  MuaeTYOBomea  NnaLcrm  auucmeoMS  lion  Aaourunrl 
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medications  and  self-help.  On 
one  board,  a  24-year-old  woman 


Born  to  Explore 

www.borntoexplore.org 

Operated  by  Teresa  Gallagher,  a  mother 
of  two  "active"  children,  the  site  ex- 
plains the  medical  definition,  history 
and  misunderstandings  about  Atten- 
tion Deficit  Hyperactive  Disorder  (for- 
merly called  add).  ADHD  is  often  mis- 


sites  like  Something  Fishy,  Alzwell  Caregiver  and 
Suicide  Awareness  at  www.forbesbest.com. 


diagnosed  and  many  children  are  ov 
medicated.  Besides  reliable  info,  yo 
find  drug-free  treatment  alternatii 
like  boosting  fish  oil  in  your  diet 

►  Best:  Discussion  boards:  Did  you  knov 
that  an  Israeli  study  finds  that  instead  of 
having  ADHD,  some  kids  are  just  sleep- 
deprived? 

►Worst:  Hard  to  navigate. 

Dr.  Ivan's  Depression  Centi 

www.psycom.net/depression.ceiitral.ht 

Click  Depression  Central  and  you  fil  l 
comprehensive  disease-specific  seal 
engine.  Type  in  "bipolar"  and  you 
64  results,  from  symptoms  to  detal 
reports  on  prescription  treatme 
There  are  links  to  the  Archives  of  Cl 
eral  Psychiatry  that  explain  that  theil 
a  genetic  risk  of  depression,  and  an  /I 
tralian  site  that  tells  of  evidence  linki 
depression  and  heart  attacks. 

►  Best:  Lots  of  advice:  Speed  up  recovl 
from  depression  by  avoiding  aspartami| 
►Worst:  Site  design  is  depressing. 

National  institute  of  Mentil 
Health 

www.nimh.nih.gov 

This  sister  site  to  the  National  Institll 
of  Health  puts  psychological  terms 
plain  English.  In  the  Reference  seel 
there  are  links  to  books,  like  \\ 
Johnny  Cant  Cooperate:  Coping  il 
Attention  Deficit  Problems,  brochtl 
clinical  trials  and  the  latest  on  autis: 
►Best:  Reference  section  gives  detail;] 
20  mental  illnesses,  including  post- 
traumatic stress  and  eating  disorders. 

►  Worst:  No  message  boards. 

Obsessive-Compulsive 
Foundation 

http://ocfoundation.org 

Hidden  away  on  the  bottom  of  the 
.  frame  on  the  home  page  are  some  v| 
derful  links  on  the  causes,  sympt 
and  medications  used  for  obsesjl 
compulsive  disorder.  Read  how  S'| 
disorders,  like  substance  abuse,  are 
taken  for  OCD.  In  chat  rooms,  suff<| 
discuss  using  Prozac  to  alleviate  ocl 

►  Best:  A  screening  test  indicates  whe| 
you  are  susceptible  to  OCD. 

►  Worst:  Slow-loading  graphics. 
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Disability  Resources 

Thanks  to  the  Web,  the  disabled  are  virtually  enabled.  Talking 

browsers  read  text,  hyperlinks  and  command  buttons.  Special  mouses  allow 
the  disabled  to  submit  mortgage  applications  and  debate  headlines  online. 
Our  favorite  sites  help  to  leap  physical  and  social  barriers.  — Celia  Bland 


4  MEDLINE/,/«5 

™ '*      Health  Infonnatiuii 


Funding 


Children  with  Disabilities 

www.childrenwithdisabilities.ncjrs.org 

A  formidable  array  of  government  agencies  have  joined 
forces  to  present  this  impressive — and  surprisingly 
clear — guide  to  local  and  national  resources  for  disabled 
children.  Covers  basic  needs  like  health,  housing,  educa- 
tion and  employment,  as  well  as  technical  assistance  and 
legal  advocacy.  Learn  about  tax 
deductions,  summer  camps  and 
pending  bills.  Links  range  from 
grant  writing  to  making  your 
kitchen  wheelchair-accessible. 
^Best:  State-by-state  index  of  a 
wide  range  of  organizations  offering 
services  and  information. 
^Worst:  It's  design-challenged. 


Abledata 

www.abledata.com 

Impartial  information  on  assistive  tech- 
nology from  the  National  Institute  on 
Disability  and  Rehabilitation  Research. 
Search  the  7,000-item  database  by  key- 
word or  phrase  (such  as  "one-handed 
can-opener")  and  get  product  descrip- 
tions, manufacturers'  contact  addresses 
and  handy  keywords  for  comparison 
shopping.  More  than  27,000  products 
listed,  including  the  K-9  Rescue  Phone, 
for  use  by  assistance  dogs. 
^Best:  The  Reading  Room  links  to  articles 
and  books  on  assistive  technology. 
^  Worst:  Consumer  Forum  had  only  five 
reviews  when  we  looked. 

Access-Able  Travel  Source 

www.access-abie.com 

This  site's  comprehensive  state-by-state, 
country-by-country  database  fills  in  the 
gaps  on  accessible  travel,  from  rental 
cars  with  hand  controls  to  ho- 
tels, dining,  museums  and 
cruises.  The  FAQ  section  in- 
cludes tips  for  traveling  with 
oxygen.  Lists  accessible  adven- 


tures, like  scuba  diving  in  Australia. 
^Best:  Affiliated  Travelin'  Talk  network,  a 
kind  of  AAA  for  the  disabled  traveler, 
offering  help,  advice  and  emergency 
solutions. 

^Worst:  Site  layout  functional  but  dowdy. 

institute  on  Independent  Living 

www.independentliving.org 

Focusing  on  education  as  a  way  of  pro- 
moting independence,  this  site  offers 
United  Nations  and  European  Union 
reports  on  disability  rights.  Some  fea- 
tures, such  as  the  database  of  "personal 
assistants"  (i.e.,  caregivers),  are  mostly 
for  Europeans,  but  Yanks  can  tune  into 
the  site's  Disability  Radio  Worldwide. 
The  accessible  vacation  rentals  exchange 
helps  globetrotters  swap  a  condo  in 
Maui  for  a  cottage  in  Utrecht. 
^Best:  A  welcome  absence  of  cheerful 
condescension.  Rich  message  boards. 
^Worst:  Interface  is  colorless  and  bland. 


Needy  Meds  (www.needymeds.com)  is  a  shot  in  the  arm 
for  patients  who  need  help  paying  for  their  medication. 
You'll  find  a  database  of  the  foundations  and  drug  com- 
panies that  can  help,  and  useful  information  about  the 
drugs  themselves  and  their  side  effects. 
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Health  Topics 

l/rtofmjiion  «i  condmont  intnt*  »nd 
w«h*it  plus  a  imdiol  •iKfclopfdia 

Drug  Information 
0«n«fic  and  brand  nanw  iruyi 

Dictionaries 

Sp.liingt  and  da^nmona  of  madical  tanna 


Current  HMlUi  Hrtn 


Directories 

III  „r«,^n.  r,.».«..l.  .f  .l.n,,... 


Med-Line  Plus:  Disabilities 

www.nlm.nih.gov/medlineplus/ 
disabilitiesgeneral.html 

The  U.S.  National  Library  of  Medici 
site  explains  managed  care,  Medicj 
and  workers'  compensation  disabil 
benefits.  It  also  provides  a  database 
disabilities  and  illnesses.  Browse  ph  i 
maceutical  side  effects  and  drug  inti 
actions  before  visiting  your  physiciarl 
^Best:  Library  of  II  million  medical  I 
research  papers.  I 
^Worst:  Weak  Spanish  section,  with  or 
a  few  links  available. 

Parents  with  Disabilities 

www.disabledparents.net 

Goes  beyond  the  obvious,  providin 
comprehensive  bibliography  of  med 
resources  and  articles  that  bluntly  addi 
the  social  and  physical  difficulties  of  p 
enting  with  disabilities.  Plus,  informal 
on  the  sexual  and  reproductive  healtl 
disabled  women.  Excellent  annotaJ 
links  page  and  reviews  of  adaptive  p 
enting  aids,  such  as  modified  baby  cajj 
ers  for  parents  with  Hmited  dexterity 
^Best:  Get  free  advice  from  the  Parenll 
Empowerment  Network,  an  affiliated 
listserv  for  disabled  parents  and  partne 
^Worst:  Infrequently  updated. 

Ragged  Edge 

www.ragged-edge-mag.com 

Medical  rationing  and  genetic  discri 
nation  are  some  of  the  "ragged-edge' 
sues  addressed  in  this  Webzine.  Its  po 
cal  and  social  commentary  is  always 
and  lively,  and  although  writers  flal 
their  pro- ADA  (American  with  Disal 
ties  Act)  bias,  nearly  every  article  li 
from  its  online  source  to  a  variet) 
newspapers,  giving  readers  more  ob 
tive  coverage  as  well. 
^Best:  Handy  explanations  of  terms. 
►  Worst:  Singularly  unfunny  cartoons. 
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we  know 
they  know 


Motorcycles 

When  Ducati  Motors  offered  500  limited-edition  sport  bikes  for  sale 

through  the  Web  in  January  2000,  the  cycles  sold  out  In  31  minutes  flat.  The 
lesson:  Bikers  also  surf.  Bike  lovers  will  find  online  company  sites,  custom 
shops,  clubs  and  tours.  What's  lacking?  A  good  parts  e-tailer.  —Monte  Burke 


^IJII  UV1II|(. 


New  :U  HaflcvTOiividsDn.coni 


Harley-Davidson 

www.harleydavidson.com 

Hog  heaven.  You'll  find  all  24  of  the  current  factory  models, 
complete  with  tech  specs  and  color  options,  as  well  as  a  cus- 
tom shop  and  dealer  locator.  Excellent  shopping,  whether 
you're  looking  for  a  pair  of  Harley  boxers  or  a  heated  jacket 
that  plugs  into  your  bike's  battery.  Click  on  the  Experience 
channel  for  recommended  rides  (like 
North  Carolina's  Blue  Ridge  Parkway), 
maintenance  tips  and  a  state-by-state 
rundown  of  bike  laws.  Link  to 
Hog.com,  the  Harley  Owners'  Group 
and  its  1,200  worldwide  chapters. 
^Best:  The  Model  Comparison  tool  lets 
you  put  bikes  side-by-side. 
^Worst:  No  chat  room. 


TliuiultiDK  tiK  tt-ATirr  U\ our  iIuhk  (>•  Imi 

.ioc»aloriu(>rr.  Il>  Jiiofltri  l..r 

tlwrt  (ire  tlic  I'limnf  K>  latliw  yma  t\.w>e  ■ 


Big  Dog  Motorcycles 

www.bigdogmotorcycles.com 

Hot  custom  rides.  This  Wichita,  Kans.- 
based  shop  offers  a  wealth  of  informa- 
tion on  its  high-end  custom  Harley-style 
cruisers  (new  model  dogs  this  year:  the 
Boxer  and  the  Mastiff).  Includes  Quick- 
Time videos  of  each  bike  in  action,  ex- 
haustive spec  sheets  and  accessory  lists, 
an  online  paint  shop — as  well  as  avail- 
able inventory.  Models  start  at  $23,000. 
^Best:  Links  to  professional  reviews. 
^Worst:  Can't  buy  online;  see  dealer  list 
instead.  Build  Your  Dream  Dog  click  lets 
you  paint  your  Dog,  but  not  accessorize  it. 

Bikeiinks 

www.dropbears.com/bikeiinl(s 

Comprehensive  international  motorcy- 
cle links.  Scroll  down  below  the  list  of 
Aussie  sponsor  links  to  find  the  real 
goods:  an  unassuming  box  of  categories 
that  includes  most  major  company  sites, 
Road  Racing,  News  and  Classifieds.  The 
Countries  click  organizes  sites  geograph- 
ically. A  deep  Classic  category  includes 
clubs,  museums  and  lots  of  vintage  rides. 
^Best:  Extensive  links  for  cycle  parts. 


^Worst:  Lists  could  use  pruning. 

Ducati.com 

www.ducati.com 

Ducati,  long  dominant  on  motorcycle 
racing  circuits,  has  engineered  a  come- 
back in  consumer  markets  of  late,  largely 


with  its  beautifully  designed  interactive 
Web  site.  Catch  all  the  latest  news  on  the 
racing  channel,  or  chat  online  with  ex- 
perts on  topics  ranging  from  design  to 
insurance.  An  extensive  Tech  Cafe  offers 
content  rated  by  degree  of  technicality. 
The  Tour  click  includes  a  rich  archive  of 
first-person  travelogues  by  Ducatisti. 
Beautiful  photography  throughout. 
^Best:  New  bike  profiles  include  yummy 
photos,  360°  views,  tech  drawings— even 
an  engine  sound  clip. 


^Worst  Site  can  be  technically  glitchy 
Clicks  in  a  photo  gallery  never  yielded  th 
desired  image. 

EBay  Motors 

www.ebay.com/ebaymotors 

Good  for  buying  or  selling  a  used  b 
You'll  find  all  makes,  from  a  1 
Triumph  Bonneville  fixer-upper  to  a  n 
2000  BMW  K1200  for  $13,000.  Cho 
are  greatest  in  Harley  and  Honda. 

►  Best  Parts:  more  than  14,000  for  Arr 
can-,  European-  and  Japanese-made  bil- 

►  Worst:  By  EBay  standards,  selection 
thin,  with  less  than  1,300  motorcycles 

Edelweiss  Bike  Travel 

www.edetweissbiltetravel.com 

Ever  picture  yourself  cruising  thro 
the  seaside  villages  of  Corsica?  This 
offers  worldwide  motorcycle-toui 
trips,  ft-om  the  Alps  to  Alaska's  Yuko 
Australia's  Gold  Coast.  The  reason 
priced  trips  (most  under  $3,000)  n 
irom  9  to  19  days  and  include  meals 
commodations,  rental  of  a  BMW  ' 
and  tour  guides.  Site  includes  phc 
itineraries,  maps  and  limited  1 
videos.  Now  offering  biking  cruises 

►  Best:  You  can  book  online. 
►Worst:  Trips  need  more  description. 

Motorcycle  World 

www.motorcycleworld.com 

If  you're  shopping  for  a  new  or 
bike,  use  this  site  to  search  by  pric 
specifications,  compare  models,  rea 
views  (by  both  professionals  and  r 
ers)  and  locate  a  dealer.  The  Ri 
channel  has  articles  on  street-ric 
dirt-riding,  choosing  the  right  bike 
safety  (like  "The  Art  of  Sliding  on 
.\sphalt").  For  hard-core  chromeh 
there's  an  extensive  tutorial  on  sus 
sion  systems.  Helpful  boards. 

►  Best  Huge  list  of  rallies  and  events. 
►Worst  Too  many  blinking  ads. 


I 


www.forbes.com/lifestyle 

From  racing  a  yacht  through 
Caribbean  to  test-driving  the 
vintage-look  2002  T-Birc 
exploring  opulent  houses,  you' 
an  addictive  dose  of  the  gooc 
Besides  reading,  shop  onlin 
vehicles,  real  estate  or  art. 
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Now  you  can  ge 
rid  of  annoying 
commercials 


and  your  annoyin 
cable  company 
at  the  same  time. 


Kiss  them  all  good-bye  with  one  fell  swoo|3  when  you  order  DishPVR  from  DISH  Network.  With  DisltPVR, 
you  can  record  up  to  35  hours  of  your  favorite  |)rogrammi.,g,  pause  live  TV,  skip  commercials  arrd  never  have 
-^^^j^^         *°  """''"""'"^      y""^  ""'e      again.  And  now  when  you  order  the  DishPVR  Plan,  not  only  can  you 

^^ia^^^^^    get  this  personal  video  recorder  with  all  its  ariiaiing  capabilities,  you  also  get  over  165  channels,  including  your 
>     locals,  the  whole  satellite  TV  system  and  free  installation  for  just  $59.99  a  month.  Plus,  you  get  a  second 
so  you  can  watch  different  things  on  different  TVs.  For  the  most  exciting  thing  to  happen  to  TV  since  color,  Dis^ 


V,;  miHhrommitmehtmt  ,,  $.19.91  Actwlion  liv  llul  indudp:>  M  monlir';  Plan  mvmtnl 
■cclilcardreqhiKHlr  ■  •  :■'>■■ 


Call  1-888-399-DISH 

or  visit  a  Sears  store  near  yoa. 


M)lSrf  Ne,.„,.  Wd.,,.  ,r  .«w,d,gK,*orkxo,n  fo,  .m,pl.,.  dH.,^ 


2001  SATURN  L300 


PERFORMANCE  SEDAN 


182-horsepower,  3.0-liter  V-6 

Electronic  throttle  control 

Anti-lock  brakes 
with  Traction  Control 

Four-wheel  disc  brakes 

Four-speed  automatic 

Sport-tuned,  four-wheel 
independent  suspension 

Alloy  wheels 

Rear  spoiler 

Foglamps 

.  AM/FM/CD/Cassette 
with  eight-speaker 
audio  system 

Leather  Appointments 

Six-way  power  driver's  seat 

Power  windows,  locks 
and  heated  exterior  mirrors 

Air  conditioning 

Cruise  control 

Remote  keyless  entry 

Dent-resistant  polymer 
doors  and  fenders 

M.S.R,P.  $22,135 


A  Different  Kind  o/^  Company. 
A  Different  Kind  of  Car. 


s 


1  Jkc  it  bif  not. 


a  car  says  spmcthirig  about  you. 
Some  a  lot.  Others  just  a  little. 
!^o  wh^at  db.9s  . our  latest 
nn£pfcars^y2 
Thc5?  say  you  like  performance;^ 
You  lik^  haricflmg. 
In  shortj  you  like  driving. 
And  sincejthe  l]*Sci*ies  c^st^ 
thousands  ksstharivanu^m 
cars  witli  the  sanie  features, 
they  4ay  one  rti<)rc  thing. 
You  like  money. 


Outdoor  Gear 

Whether  you're  planning  a  day  hike  in  the  woods  or  a  summit  attempt 

on  Mount  Rainier,  you'll  find  the  gear  you  need  on  the  Web.  Log  on  and  you'll 
soon  see  that  outdoor  products  have  become  a  lot  more  sophisticated  since 
the  days  of  the  army/navy  store.  —Gregory  Schifrin 


REI 


www.rei.com 


The  venerable  gear-buying  co-op  was  founded  in  1938  by  a 
Seattle  mountaineer  who  got  gypped  buying  an  ice  axe  through 
the  mail.  Its  extensive  inventory  covers  sports  and  adventures 
ranging  from  paddling  to  snowshoeing.  Sort  by  activity,  brand 
and  price;  consult  buying  guides  on  everything  from  GPS  re- 
ceivers to  bivy  sacks.  Dozens  of  how-to 
articles  and  quick  tutorials,  like  how  to 
pack  for  your  trip  or  plan  camping 
menus.  Travel  tours  include  mountain 
biking  in  Alaska's  Kenai  Peninsula. 
^Best:  REI  guarantees  all  merchandise. 
^Worst:  Outlet  bargains.  We  easily  found 
new  Minolta  Activa  binoculars  priced  $15 
less  than  a  reconditioned  pair  on  REI. 


Altrec.com 

www.altrec.com 

A  huge  selection  of  gear  for  camping, 
hiking,  cycling,  paddling,  climbing,  fly- 
fishing— you  name  it.  Altrec  carries 
more  than  350  of  the  world's  top  cloth- 
ing and  gear  brands  with  detailed  prod- 
uct information,  buying  guides,  instant 
live  help,  expert  advice  and  consumer 
reviews,  plus  enlargeable  product  views. 
Also  has  an  outdoor  Ufestyle  magazine 
and  adventure  travel  links. 
^Best:  Breathtaking  photos— from  jaw-drop- 
ping climbs  to  colorful  world  marketplaces. 
^Worst:  The  live-help  feature  is  clunky, 
especially  on  Macs. 

Campmor 

www.campmor.com 

Online  arm  of  the  New  Jersey  retail  store. 
Browse  by  category  or  brand  (like  North 
Face,  Jansport  or  Camp  Trails).  Products 
range  from  portable  water  purifiers  and 
first-aid  kits  to  sleeping  bags,  car  racks 
and  the  Luggable  Loo,  a  pine-scented 
camping  toilet. 

^-Bast:  Extensive  footwear  selection. 
^Worst:  Limited  outdoor  links. 


Excel  Sports  Boulder 

www.excelsports.com 

High-end  bike  stuff,  like  Gios,  Look  and 
Merlin  frames  priced  from  $500  to 
$2,615.  Extensive  accessory  selection  in- 
cludes the  top-of-the-line  Campagnolo 
Record  group  as  well  as  packs,  pumps 
and  cycle  computers.  You'll  also  find 
helmets  and  apparel,  including  arm  and 
leg  warmers.  Easily  searchable. 
^Best:  Great  selection  of  top  brands. 
^Wortt:  No  buyer's  guides  or  articles  to 
help  the  novice  shopper. 

Fogdog  Sports 

www.fogdog.com 

Whether  you're  hunting,  cycling  or 
wakeboarding,  Fogdog's  got  the  goods. 
Its  huge  inventory  ranges  from  camping 
showers  and  orthotic  shoe  liners  to 
electronic  fish  finders  and  elk  bugles. 
Shopping  is  made  easier  with  compari- 
son charts,  buying  guides,  enlargeable 
product  images  and  expert  advice.  My 
Fogdog  lets  you  customize  the  site  to 
your  favorite  activities. 
^Best:  Also  gears  up  teams  and  leagues. 
^Wortt:  Message  boards  are  buggy. 


GearPro.com 

www.gearpro.com 

Whether  you're  going  on  a  day  hike 
a  two-week  backcountry  trip.  Gear) 
has  products  ranging  from  backpa 
to  camping  stoves  to  compasses.  1 
Gear  Advisor  offers  tips  on  trip  pa 
ing,  and  on  gear  care  and  repair 
ways  store  tents  in  a  cool  place  to  k 
the  waterproofing  from  delaminatii 
^Bett:  Gear  Glossary  defines  products 
illuminating  materials  and  construction. 
^Worst:  Product  descriptions  lack  del 

L.L.  Bean 

www.llbean.com 

Clothing  reigns  here,  whether  you  r 
to  tog  up  for  swimming,  biking,  hik 
hunting  or  just  tooling  around  to 
Solid  selection  of  kids  and  infant 
parel.  The  popular  catalog  retailer 
sells  bikes,  tents,  kayaks,  canoes,  b 
packs,  fishing  rods  and  more — tho 


LLBc 


rr-3 


GUIDE 


its  selection  is  smaller  than  you'll 
elsewhere  and  its  buying  guide; 
spotty.  Interesting  content  links  fo 
Outdoor  Discovery  School  and  « 
ronmental  groups. 
^Bett:  Outdoors  Online  section  has  < 
search  function  for  national  parks. 
^Wortt:  Buyer's  guides  not  available 
all  items  and  categories. 


TIMEti 


Task:  Buy  a  blue  tent  priced  under  $20C 
Sports  was  fastest  because  its  navigation  ba 
designed  with  few  colors,  cutting  down  on 
Slowest  was  Campmor,  whose  search  engini 
400-plus  tents  and  tent-related  items  in  one 


Task  time  (minutes) 
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Double  miles  with  a  twist. 


Use  your 
American  Express'  Card 
and  earn  double 
H  Honors'  points,  too. 


Cards 


www.americanexpress.com 


i  Iton  HHonors  is  the  only  hotel  program  that  lets  you  earn  both  hotel  points  and  airline  miles  for  the  same  stay.  We  call 
Its  Double  Dipping*  And  now,  your  first  Double  Dip®  stay  between  June  1  and  August  31 ,  2001,  qualifies  you  to  earn  double 
iHine  miles  at  any  HHonors  hotel  worldwide  on  every  additional  Double  Dip  stay  during  the  promotion  period.  Plus,  when 
|ja  charge  those  additional  stays  to  the  American  Express  Card,  you  can  earn  double  HHonors  Base  points,  too-making  your 
fys  twice  as  rewardmg.  So,  get  ready  to  start  earning  a  free  vacation  faster.  For  more  information,  to  enroll  in  Hilton 
Honors  or  to  make  reservations,  visit  us  at  hiltonhhonors.com,  call  your  professional  travel  agent  or  1-800-HHONORS. 

Hilton  HHonors 

Poiiits&lViiles- 


CON  R.AD" 

ilton 

DoubleTree" 


i 


EMBASSY  SUITES 
HOTELS* 


SUITES 


Hilton 
Oarden Inn 

■ 

HOMEWOOOl 

surfe-  1 

Receive  a  1,000  HHonors  point  bonus  by  enrolling  online  at  hiltonhhonors.com. 

ip  is  a  stay  for  which  HHonors  members  earn  both  Points  &  Miles™  at  Hilton  HHonors  hotels.  You  must  be  an  HHonors  member  to  Double  Dip.  One  Double  Did  stay  during  the 
ualifies  members  to  earn  double  miles  for  successive  Double  Dip  stays.  Members  paying  with  an  American  Express  Card  can  also  earn  double  HHonors  Base  points  for  additional 
valid  from  6/01/01  to  8/31/01.  Hilton  HHonors  membership,  earning  of  Points  &  Miles,  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Online  enrollment 
id  through  December  31,  2001.  ©2001  Hilton  HHonors  Worldwide. 


Wedding  Gifts 

The  Web  ligtitens  the  burden  of  shopping  for  wedding  gifts.  At  most 

sites  listed  here,  you  can  access  wedding  registries  and  purchase  online.  If 
you're  shopping  for  a  couple  with  multiple  registries,  some  sites  actually  ag- 
gregate them,  making  the  shopping  process  that  much  easier.  —  Julie  Gold 


FAVORITE 


truuMW  I  COWMi  I 


I  COMHUMITV  I  MOr 


HONEYMOON  % 
^  PLANNIN 

Resesfch  J,  som  F(ito  Europe 

JOIN  FREE  BECOME  A  KNOT  MEMBEP 
Have  oul-of-towner s?  Here's  a 

Celebrate  the  news  w*h  s 
Ready  to  shop' 
Tips  fw  & 
Hot  S  new  - 
Get  reatfy  lor  the  heal 


MY  PLANNER 


Crate  &  Barrel 

www.crateandbarrel.com 

A  clean,  well-designed  site  with  a  great 
selection  of  gifts,  in  categories  ranging 
from  Home  Accessories  (sliding  maple 
box  picture  frame)  to  Textiles  (chenille 
throws).  Access  the  wedding  registry 
and  choose  from,  say,  a  set  of  Calphalon 
professional  nonstick  cookware  for  $300 
or  a  Chateau  cake  pedestal  for  $45.  You 
can  also  track  orders  online. 

►  Best:  Big,  beautiful  photos  give  you  a 
good  sense  of  what  the  products  really 
look  like. 

►  Worst  Won't  gift  wrap. 

ELuxury 

www.eluxury.com 

Cyberhome  to  jet-setter  brands  like  Bul- 
gari,  Pratesi  and  Christian  Dior.  No  reg- 
istry here,  but  click  on  the  Home  channel 
and  shop  for  gifts  by  category  (i.e.,  din- 
nerware,  bedding)  or  brand.  Inventory 
ranges  from  classic  Baccarat  crystal  ani- 
mal sculptures  (Tanzanian  giraffe,  $350) 
to  Alessi's  hip  housewares  (Philippe 
Starck  rocket-shaped  juicer,  $64). 

►  Best:  The  Gift  Finder.  A  search  for  bridal 


gifts  under  $250  yielded  81  choices. 
►  Worst:  Doesn't  ship  overseas. 


Tiffany  &  Co. 

www.tiffany.com 

For  classic  gifts.  Browse  from  some  50 
wedding  gifts  online  or  click  straight 
through  to  a  couple's  registry.  Strong 
selection  of  crystal,  like  the  diamond- 
cut  bowl  ($300),  and  silver,  like  Elsa 
Peretti's  "thumbprint"  salt  &  pepper 
shakers  ($235).  There  are  several  mod- 
erately priced  products:  A  champagne 
cooler  from  the  Tiffany  Atlas  Collec- 
tion is  $115.  Overall  selection  could  be 
stronger. 

►  Best:  Always  a  classic. 

►  Worst:  Pictures  don't  enlarge  much, 
and  crystal  looks  washed-out  against 
the  white  background. 


The  Knot 

www.theknot.com 

Although  this  site  is  aimed  primarily  at  helping  couples  plan 
their  big  day,  it  also  offers  an  excellent  registry  function. 
Browse  through  thousands  of  wedding  gifts  ranging  from  a 
WMF  wineglass  caddy  for  $40  to  a  2001  BMW  Z3  Roadster  for 
$31,870.  Or  tap  into  the  happy  couple's  registry,  which  has 
access  to  more  than  10,000  products.  Thanks 
to  an  alliance  with  Fortunoff,  the  site  now  of- 
fers more  than  700  silver,  crystal  and  china 
patterns  from  manufacturers  like  Wedgwood, 
Lenox  and  Royal  Worcester.  More  unique 
gifts  include  personal-trainer  sessions,  snow- 
shoes  and  a  remote  car  starter. 

►  Best:  Wide  selection  of  quality  gifts. 

►  Worst:  Registry  buried  on  the  cluttered  home  page. 


WeddingChannel.com 

www.weddingchannel.com 

This  online  wedding  mall  features  lirl 
to  more  than  15  stores,  includil 
Bloomingdale's,  Neiman  Marcus,  ll 
and  Restoration  Hardware.  Also  lirl 
guests  to  wedding  pages  for  registeil 
couples,  with  helpful  information 
accommodations,  logistics  and  m;| 
for  the  big  event.  A  pop-up  window 
fers  gift-giving  etiquette:  It's  okayl 
show  up  empty-handed;  in  fact,  sh| 
ping  the  gift  may  be  better.  Not 
items  have  photos. 

►  Best:  View  all  of  a  couple's  registries  ir| 
one  place. 

►Worst:  So  cluttered  that  it's  hard  to  fir| 
the  right  gifts. 

The  Wedding  List 

www.theweddinglist.com 

This  elegant  site  lets  you  go  directly  tcl 
registry  or  browse  its  catalog.  Choi 
from  a  wide  selection  of  china  and  1 1 
ware,  crystal,  cookware  and  home  ao 
sories  by  top  manufacturers.  Prodil 
include  a  Saint  Hilaire  silverplate-cl 
ered  caviar  server  for  $165  or  a  pail 
Reed  &  Barton  10-inch  candlesticksl 
$240.  Offers  live-chat  customer  ser| 
during  business  hours. 

►  Best:  Can  narrow  gift  search  by  pricaf 
by  gift  type. 

►  Worst:  Not  all  products  are  in  stock  s| 
could  take  up  to  eight  weeks  for  your  g| 
to  be  received. 

Williams-Sonoma 

www.williams-sonoma.com 

Everything  for  the  kitchen.  Browsal 
ideas  by  price  or  use  the  registry.  EvI 
thing  in  its  stores  is  available  onll 
Gifts  range  from  a  wicker  picnic  bj 
per  ($90)  to  a  copper  fondue 
I  ($129)  to  an  ice-cream  maker  ($1,I| 
.  Beautiful  product  photos  can  be  aij| 
enlarged. 

►  Best:  Intuitive  search  tool. 

►  Worst:  Odd  list  of  suggested  "essentiil 
like  a  kitchen  torch  for  browning  the  crej 
brulee  or  a  $379  toaster. 


Tired  of  giving  the  newlyweds  vases  and  crysfij 
How  about  showing  them  the  money?  At 
wvwv.stockgift.com,  you  can  wrap  up  a  gift  of  s  I 
curities  or  mutual  funds.  There's  even  a  registr  j 
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As  I  See  It,  #36  in  a  series 
Howard  Schatz 


"Synchronized  Swimming' 
Underwater  Photography 


THE  BOLD  LOOK 

OFKOHLER, 

"Not  your  average  morning  routine,  is  it?  But  then  again,  the  KOHLER  Symbid"  whirlpool  and 
ishower  work  together  to  be  anything  but  average.  Designed  to  give  you  more  options  in 
less  space  with  little  effort.  And  there's  nothing  routine  about  that.  For  more  information, 
call  1-800-4-KOhlLER,  ext.  KX6,  visit  a  KOhlLER®  Registered  Showroom  or  kohler.com/symbio 

©1997,  2001  by  Kohler  Co. 


Hotels  &  Inns 

It's  easy  to  see  why  travelers  booked  over  $2  billion  worth  of  rooms 

online  last  year.  They  have  Immediate  access  to  room  inventory,  cTetailed 
property  specs,  even  photos.  And  many  sites  run  specials  on  hotel  rooms  for 
last-minute  travelers.  —Christopher  Elliott 


b«d  ft  br«»kfu(*  p 


I  advanced 

io(«  tearch  opiione. 


PlacestoStay.com 

www.placestostay.com 

Easy-to-search  inventory  of  more  than  17,000  hotels, 
inns  and  bed  &  breakfasts.  Search  by  location,  special 
deals  or  activity,  including  skiing,  golf  and  beaches.  A 
query  for  golf  hotels  in  California  yielded  a  special  at  the 
Hyatt  Regency  Monterey  with  room  rates  "starting  at 

$135" — a  rate  that  turned  out  to 
be  actually  available,  not  just  a 
teaser.  But  read  the  fine  print, 
which  the  site  includes  for  each 
property.  The  Hyatt,  for  exam- 
ple, adds  a  $12-per-night  "resort 
fee"  for  various  basic  amenities. 
^Best:  Lots  of  special  deals. 
^Worst:  Could  use  more  photos. 


Think  your  credit  history's  got  you  (rapped? 


BedandBreakf  ast.com 

www.bedandbreakfast.com 

For  those  who  prefer  intimate  lodging. 
This  site  lists  more  than  27,000  small 
homes  and  inns  worldwide,  search-  r— 
able  by  amenity,  keyword  or  location,  p 
Offerings  range  from  Pale  Hall  g 
Country  House  in  Wales  to  Piney  3 
Grove  at  Southall's  Plantation  in 
WUliamsburg,  Va.  Some  listings  include 
360°  views.  Online  booking  is  available. 
^Best:  Detailed  specs  include  cancellation 
policies,  amenities  and  directions. 
^Worst:  Gushing  guest  reviews. 

Last  Minute  Travel 

www.lastminutetravel.com 

Book  late  (four  weeks  or  less  before 
your  arrival  date),  and  pay  less.  Selec- 
tion is  considerably  smaller  than  some 
of  the  other  sites — about  700  proper- 
ties list  their  specials  here — but  the 
deals  can  be  substantial.  A  night  at  the 
Swissotel  in  Washington,  D.C.,  for  in- 
stance, went  for  $195  on  the  site  (it  was 
$295  by  phone).  Also  sells  discount 
cruises,  vacation  packages,  airline  tick- 
ets and  rental  cars. 


^Best:  Unlike  its  competitors,  which  use  big 
travel-booking  systems,  this  site  works  directly 
with  hotels,  often  yielding  better  prices. 
^Worst:  Limited  options  in  smaller  cities. 


For  more  travel  reviews  in  categories  like  Family 
Vacations,  Adventure  Travel  and  Cruises,  check 
out  the  Travel  Section  at  www.forbesbest.com. 


QuikBook 

www.quikbook.com 

Specializes  in  "distressed"  inventory,  or 
rooms  that  would  otherwise  go  unsold. 
Rates  at  its  network  of  600  properties 
run  from  20%  to  60%  off  regular 
prices.  A  night  at  the  Omni  Berkshire 
Place  in  New  York,  for  example,  starts 
at  $199  (versus  $329  full  price).  Every 
property  is  accompanied  by  extensive 
specs  and  a  "Q"  rating,  which  reviews 
service  and  amenities.  No  ads. 
^Best:  Booking  tips  for  first-timers— a  help- 
ful feature  its  competitors  lack. 
^Worst:  Cumbersome  registration. 

Small  Luxury  Hotels  of  the  World 

www.slh.com 

Not  for  the  faint  of  wallet.  But  if  you 


want  luxe,  click  here.  Search  by  count 
or  resort  type  (e.g.,  spa,  eco  reser\ 
private  island).  Click  on  Fiji's  Turde '. 
land,  say,  and  you'll  find  copious  infc 
mation  on  rooms,  dining,  facilities  ai 
leisure  activities  (everything  from  fan 
dress  parties  to  mud  fights).  You  c 
also  check  the  local  weather  and  co 
suit  a  currency  converter  to  figure  h« 
much  all  this  will  cost. 
^Best:  Each  property  is  accompanied 
a  gallery  of  enlargeable  photos. 
^Worst:  You'll  need  patience  in  bookini 
Some  properties  are  listed  as  sold  out. 


1 


Travelscape 

www.travelscape.com 

Discount  outlet  with  abundant  d 
cheap  specials  ($25-per- night  midw 
rates  at  the  Palace  Station  Hote 
Casino  in  Las  Vegas,  anyone?).  You'll  f 
1,900  hotels  in  more  than  250  citie; 
and  not  just  the  bottom-feeders.  Tr 
$  1 59  special  at  the  Mark  Hopkins  in 
Francisco  or  an  $89  deal  at  the  Hd 
Holland  in  Amsterdam.  Excellent  pr 
erty  specs,  and  a  quick  booking  functi 
Also  offers  airfares,  cars  and  cruises. 
^Best:  Low-price  guarantee:  Find  a  lev 
rate  within  24  hours  of  confirming  the 
reservation,  and  the  site  will  refund  the 
difference. 

^Worst:  Huckstery  home  page. 

VacationSpot 

www.vacationspot.com 

.Not  just  hotels.  This  site's  25,000 
properties  include  inns,  villas,  cotta 
bed  &  breakfasts,  even  chata 
(Chateau  du  Breuil  in  France's  h 
Valley  goes  for  $785  to  $1,300  a  w 
depending  on  season).  A  pop-up  ca 
dar  shows  availability  for  many  pro 
ties.  Also  features  last-minute  deals. 
^Best:  Extensive  search  function. 
^  Worst:  Not  all  getaways  are  reviewi 
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In  the  relationship  economy,  the  customer 
is  in  control.  If  you  do  not  meet  their  rising 
expectations,  at  every  step  of  the  way,  they 
will  find  someone  who  can.  How  can  you 
be  sure  to  make  all  the  right  connections' 
Go  deeper 

Cap  Gemini  Ernst  &  Young  understands 
the  new  customer  and  can  help  you  relate 
on  a  more  intimate  level.  We  can  work  with 
you  to  define  the  most  effective  relationship 


management  strategies  and  then  help  you 
deliver  them.  Of  course,  even  the  best 
strategy  will  not  work  unless  you  have  the 
right  processes  and  technology  to  back  it  up. 
Rest  assured,  we  have  you  covered. 

With  over  60,000  people  worldwide, 


Cap  Gemini 

ER\ST&Y0LS'G 


Cap  Gemini  Ernst  &  Young  is  one  of  the  top 
global  management  and  IT  consulting  firms. 
We  are  experts  at  connecting  customer 
relationship  management  to  supply  chain 
management  and  world-class  user  experiences. 
In  fact,  Gartner,  a  top  research  and  advisory 
firm,  lists  Cap  Gemini  Ernst  &  Young  as  one 
of  the  leading  providers  of  CRM  services* 
If  you  want  to  connect  with  the  new 
customer,  talk  with  us  first. 

www.cgey  con: 


MANAGEMENT    CONSULTING    -    SVSTE'mS   TRANSFORMATION    -   INFORMATION  TECHNOLOGIES 


]  C3p  Gemini  Ernst  &  Young,  All  trademarks,  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners  *  Gartner,  "In  a  Turbulent  Economy,  CRM  ESP's  Must  Be  Agile,"  Colleen  Amuso  Michael  M^ic?,  J.irniary  2001 


Recipes 


There  may  be  more  chocolate-chip  cookie  recipes  than  code  on  the 

Web,  composed  by  sweet  ladies  named  Aunt  Lynnie.  We've  focused  oh  deep, 
well-tested  recipe  archives  that  include  photos  and  cooking  instructions 
that  won't  leave  you  wondering  when  to  beat  the  eggs.  —Danielle  Svetcov 


Zilch,  Zippo, 


fliclupi  ft 


East  Meets 
West  with 
Ming  Tsai 


tha  Iron  Chfff  remUch, 

.BtlCr  CUM  itr  UUC  fZZA 

^  h«lp  :olws  /oo(  (LilLiOK 


Food  Network 

www.foadtv.com 

If  you  didn't  follov/  Emeril  Lagasse's  maw-maw's  slaw 
cooking  demo  on  the  Food  Network  the  other  night,  catch 
him  in  slower  motion  here.  The  site  boasts  15,000  recipes 
from  the  network's  best  shows,  searchable  by  chef,  cuisine 
or  ingredient.  You  also  get  wine  matching,  terms  and  tips, 
ingredient  glossaries  and  tech- 
nique videos.  Weekly  menus  offer 
ideas  for  carnivores  (red-wine 
rosemary-grilled  flank  steak),  light 
eaters  (soft-sheU  crab  sandwich), 
celebrants  and  others. 
^Best:  All  that  chef  power,  from 
Julia  Child  to  Jamie  Oliver. 
^Worst:  Complicated  navigation. 


AiiFhteidup 


Cooking.com 

www.cooking.com/recipes 

The  2,500  recipes  here  are  some  of  the 
most  coherent  and  organized  on  the 
Web,  with  beautiful  photographs  (like 
chewy  focaccia)  and  sensible  tips  (serve 
chicken  pan  bagnat  with  roasted  pota- 
toes and  a  Coteaux  du  Varois  wine).  Fa- 
mous chefs,  such  as  Carol  Field  and 
Burt  Wolf,  are  featured  in  roundtables 
and  video  demos,  discussing  food  ori- 
gins, ethnicities  and  cooking  styles.  Also 
sells  kitchen  gear. 

^Best:  The  seasonal  menus,  like  Spring's 
poppy-seed  crepes  and  asparagus  soup. 
^Worst:  Quiet  bulletin  boards. 


since  1993,  including  product  and 

cookbook  reviews. 

^Best:  Advertisement-free. 

^Worst:  Costs  $25  a  year  and  the  recipe 

archive  is  not  as  broad  as  we'd  like.  A 

search  for  chocolate  cake  yielded  only 

four  recipes. 

Epicurious 

www.epicurious.com 

More  than  12,000  restaurant-quality 
recipes  from  the  pages  of  Bon  Appetit 
and  Gourmet  magazines.  Offers  tech- 
nique videos  (e.g.,  how  to  butterfly  a  leg 
of  lamb),  weekly  updates  to  reflect  sea- 
sonal foods  (watermelon  screwdriver 


Foodfit 

www.foodfit.com 

Calorie  counting  with  panache.  Fill 
Foodfit's  nutrition  profile  and  it  w 
shadow  you  from  recipe  to  recipe,  r 
minding  you  that  you  eat  too  mu< 
bread  every  day  and  not  enough  daii 
Thankfully,  recipes  do  not  suffer  t 
same  censure.  They  range  from  t 
pragmatic  (trout  in  potato  crust)  to  t 
downright  robust  (pork  tenderlo 
stuffed  with  Fall  mushrooms). 
^Best:  A  set  meal  for  every  day  of  the  we 
from  the  site  chef 

^  Worst:  The  forums  drum  with  diet 
boosterism:  "Just  three  more  pounds!" 

MarthaStewart.com 

www.marthastewart.com 

Always  a  perfect  package:  She  beg 
with  batter  tips  in  Waffles  101,  folic 
with  a  buckwheat  sour  cream  wal 
recipe  and  then  ever  so  casually  adv 
tises  her  Martha-by-MaU  heart-shap 
waffle  iron.  Editors  hold  chats  to  disc  i 
things  like  holiday  barbecues  (tip:  Sal 
the  burgers  with  salsa).  Appetizll 
weekly  menus. 


^  marthastewart.com 

! COOKING  &  ENTERTAINING 
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Cooks  Illustrated 

www.cooksillustrated.com 

The  Mayo  Clinic  of  food — 
and  worth  the  subscription 
cost.  "We  roast  38  turkeys  to  find  the 
best  cooking  method  so  you  won't  have 
to."  Every  recipe  is  a  problem-solving 
affair:  How  to  make  a  carrot  cake  car- 
rot-y  but  not  gummy?  Soak  the  carrots 
in  sugar.  The  site's  got  everything  pub- 
lished in  Cook's  Illustrated  magazine 


There  are  millions  of  homespun  recipe  sites  on  the  Web. 
One  robust  page  linking  to  sites  like  Bhooma's  (South 
Indian)  Kitchen  and  Ma  Pickle's  Cybercrock  can  be  found 
at  http://members.aol.com/tfostl23a/links-a.html. 


recipes  at  the  start  of  Spring)  and  a 
database  of  15,000  wines.  Also:  1,001 
searchable  tips  from  famous  cooks. 
^Best:  Users  review  recipes,  so  you'll 
know  if  they  can  be  reproduced 
successfully  outside  a  test  kitchen. 
►  Worst:  Too  few  photos. 


►  Best:  Not  all  recipes  are  labor-intens| 
like  fig  and  prosciutto  sandwiches. 
►Worst:  Some  section  headings  are 
vague,  like  Good  Things. 

Recipe  Source 

www.recipesource.com 

Formerly  known  as  SOAR:  The  Sea 
.able  Online  Archive  of  Recipes, 
grassroots  site  boasts  70,000  inteij 
tional  recipes  and  zero  hype.  Tyjl 
"ginger"  into  the  strapping  search  enll 
yields  393  results,  from  ginger  turkel 
ginger  snap,  Ireland  to  Korea.  No  f;l 
technology  or  chef  asides.  Just  the  recj 
here — Egyptian  ful  to  hot  fudge. 

►  Best:  No  ads. 

►  Worst:  Recipes  not  always  attributed| 
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YOU  CAN  ONLY  BE  IN 

THREE  PLACES  AT  ONCE. 


='ENTING  WIRELESS  MOBILITY  FROM  COMPAQ. 

reless  solutions  keep  you  in  the  loop.  Even  when  you're  outside  of  it. 

vi/  Compaq  fvo™  Notebook  N400c  is  one  of  the  thinnest,  lightest  portables 
i.i.  With  a  mobile  Intel®  Pentium®  III  processor  and  innovative  MultiPortt 
i  00c  gives  you  modular  wireless  capability  to  access  your  network,  send 
;  or  check  stocks  from  anywhere!  All  at  unbelievable  speed.  Plus,  get  big 
;  from  the  small  iPAQ  Pocket  PC  and  you'll  still  have  room  for  the  Compaq 
r  ortable  projector  that  fits  in  the  corner  of  your  briefcase. 


INNOVATIVE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 


] 


to  find  out  more  go  to  compaq.com/mobile 
or  call  1-800-888-5846 


PCs  use  genuine  Microsoft®  Windows® 
licrosoft.com/piracy/howtotell 

Icapability  currently  available;  wireless  WAN/PAN  (Bluetooth*)  projected  availability  beginning  3rd  quarter  2001  'Subject  to  wireless  network  coverage.  ©2001  Compaq  Computer  Corporation.  All  rights  reserved. 
Ihe  Compaq  logo  are  registered  trademarks  of  Compaq  Computer  Corporation.  Evo  is  a  trademark  of  Compaq  Information  Technologies  Group,  LP.  Inspiration  Technology  is  a  trademark  of  Compaq  Information 
Sroup,  LP  in  the  U.S.  and  other  countries.  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 


COMPAa 

Inspiration  Technology 


At 


y 


arenting 


renting  is  round-the-clock.  Fortunately,  so  is  the  Web— whether 

i  want  to  compare  school  district  scores  or  find  a  top-flight  adoption 
/yer.  In  forums,  you  can  learn  what  it's  like  to  have  a  home  birth,  how 
handle  a  lying  teen  or  raise  a  gifted  kid.  —Cindy  Schweich  Handler 


ilvF 


un 


FamilyFun 

www.familyfuii.com 

Want  to  keep  your  kids  gainfully  occupied  until 
adulthood?  The  Web  version  of  this  Disney-owned 
magazine  is  brimming  with  recipes,  crafts  and 
activities — like  baking  "sleepover  cake,"  customizing 
T  shirts  and  building  a  treehouse.  A  game-finder  zaps  the 
"I'm  bored"  refrain.  (Anyone  up 
for  Penguin  ShufQe  Races?) 
Online  experts,  message  boards 
and  kids'  art  postings  keep  the 
site  interactive. 


SEASON  OF  FUN 


Sonng  into  S-  _.   — 

extensive  colleoion  of  fun  ii 
the  sun  acbvitiss,  sure  I 
make  yours  a  summer  t 
remember. 

.  iGth^/^ni. 


Fi-n'ltfim  l'i"ir'nn'i  illtti. 


^Best:  The  party  planner— more  than 
130  theme  ideas  for  preteens  alone. 
^  Worst:  Disney  vacation  suggestions 
dominate  the  travel  section. 


lerican  Council  for  Drug 
ication 

v.acde.org 

informative,  no-nonsense  primer, 
ails  the  signs  and  symptoms  of 
tance  abuse  and  gives  tips  on  how 
ilk  to  your  kids  about  drugs — in- 
ing  their  possible  answers  to  fre- 
itly  asked  questions.  Helpful  facts 
rugs  like  marijuana,  hallucino- 
,  heroin  and  inhalants — what  they 
how  they're  taken  and  what  they 
I  the  body. 

it:  Links  to  receni  drug  studies, 
rtt:  Nothing  on  ecstasy. 

ilyeducation.com 

familyeducation.com 

pressive  resource  bringing  to- 
r  families,  educators  and  schools, 
rt  advice  on  education  and  child 
g,  from  encouraging  early  reading 
imizing  opportunities  for  kids 
\  ADHD.  Teems  with  home  learning 
like  family  book  clubs,  and  tips, 
low  to  help  your  child  prep  for 
ardized  tests.  Rich  reference  links 
ifoseek  for  homework  help.  What 


Works  offers  tips  from  other  parents 
(popular  in  Discipline:  "Bribery  will  get 
you  everywhere."). 

►  Best:  Active  message  boards  on  topics  from 
homeschooling  to  school  dress  codes. 
►Worst:  Content  on  Myschoolonline,  a  data- 
base of  school  and  PTA  Web  pages,  is  thin. 

KidsHeaitli 

www.ltidsheaith.org 

Huge  collection  of  age-appropriate  ar- 
ticles written  by  pediatricians  from  the 
Nemours  Foundation.  Kids  can  find 


Moving?  To  find  out  how  schools  rate  in  different 
communities,  check  out  www.theschoolreport.com 
for  all  the  vital  stats.  You'll  find  it  and  more  than  25 
other  parenting  sites  reviewed  at  Forbesbest.com. 


advice  on  everything  from  nosebleeds 
to  warts  to  tonsillitis.  The  Teen  Chan- 
nel covers  topics  they  may  not  ask 
about  out  loud,  like  body  maturation 
and  depression.  And  parents  learn  how 
to  keep  their  kids  emotionally  and 
physically  healthy  with  a  long  list  of 
topics  ranging  from  infections  to  aller- 
gies to  eating  disorders. 

►  Best:  Kids'  interactive  My  Body  tutorial. 

►  Worst:  Some  kids'  articles  are  too  long. 


LD  Online 

www.idoniine.com 

Informative  articles  on  what  causes 
learning  disabilities,  how  to  diagnose 
them  and  what  to  do  next,  including 
tips  on  negotiating  with  school  admin- 
istrators. There's  a  primer  on  com- 
monly used  terms,  updates  on  recent 
legislation  and  educational  findings, 
links  to  helpful  organizations  and  an 
extensive  national  calendar  of  LD- 
related  conferences  and  seminars. 
►Best:  Extensive  school  listings. 
►Worst:  First-person  accounts  spotty. 

Saion.com 

www.saion.com/mwt 

The  "mwt"  in  the  URL  is  for  Mothers 
Who  Think.  Not  your  usual  parenting 
articles,  these  are  thought-provoking, 
left-leaning  essays  ranging  from  a  con- 
troversial indictment  of  day  care  to  an 
exploration  of  the  perils  of  advanced 


paternity.  Posted  letters  to  the  editor  and 
well-traveled  boards  make  it  interactive. 
►  Best:  Well-written,  with  a  point  of  view. 
►Worst:  Some  stale  content. 

Screen  It 

www.screenit.com 

Want  to  know  if  that  PG-13  movie  will 
give  your  child  nightmares?  This  mom- 
and-pop  team  screens  and  decon- 
structs films  in  astounding  detail,  so 
you  don't  have  to.  An  easy-reference 
grid  rates  problematic  content,  like 
blood/gore,  sex/nudity  and  more.  Re- 
views sum  up  why  the  film  earned  its 
rating,  and  then  detail  each  and  every 
objectionable  element.  A  recent  look  at 
The  Mummy  Returns  printed  out  to 
eight  pages. 

►Best:  Ammunition  to  shoot  down  inappro- 
priate movies. 

►Worst:  Poor  design  and  not  searchable. 
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TOMORROW 


TOYOTA 


In  1997,  Toyota  was  the  first  car  company 
in  the  world  to  nnass-produce  a  hybrid 
vehicle.  By  combining  gasoline  and  electric 
power,  the  Prius  reduces  smog-forming 
emissions*  cuts  gas  consumption  in  half, 
and,  in  short,  has  revolutionized  the  way 
cars  affect  our  environment. 

Even  so,  we're  not  resting  on  our  laurels. 
The  Toyota  Hybrid  System  is  being  further 
refined,  to  make  it  cleaner  and  more 
efficient.  And  we're  continuing  to  search 
for  even  greener  forms  of  transportation. 


The  next  steo?  A  hvdrooei 


cell  vehicle  whose  only  emission  is  pure 
water.  And  beyond  that,  who  knows.  But 
no  matter  what  fresh  alternatives  are 
discovered  in  the  future,  they  won't  be 
found  overnight.  They'll  be  the  result  of 
90%  perspiration.  And  10%  inspiration 


Equestrian 


The  Web  is  brimming  with  blue-ribbon  horse  sites.  Use  it  to  buy  and 

sell  a  horse,  answer  veterinary  questions,  track  the  thoroughbred-racing 
market,  purchase  barn  equipment  and  tack  or  kibitz  with  other  horse 
owners.  You  can  even  plan  that  riding  vacation  in  Ireland.  —Kerry  Hannon 


FA' 


Stmntt  thts  Site  a  Story  AnhlvM 

?00l  [SearthJ 


HorseCity.com 

www.horsecity.com 

One-stop  portal  for  all  things  equine.  Catch  up  on  the 
Kentucky  thoroughbred  foaling  crisis  or  ask  veterinary 
questions,  such  as  how  to  prevent  your  horse  from  losing  a 
shoe.  Whether  you're  interested  in  rodeo,  dressage,  event- 
ing, horse  racing,  polo  or  hunter-jumper  events — or  just 

how  to  grow  the  perfect  pasture — 
you'll  find  basic  tips  and  expert 
commentary.  Deep  Unks,  classi- 
fieds and  forums,  with  topics  like 
what  to  do  with  a  biting  colt. 
^Best:  A  link  to  Horsetv.net  offers 
video  coverage  of  racing,  dressage 
and  steeplechase. 
^Worst:  Some  dated  material. 


Mare  wins  NRHA  Derby 

3  spoit  dominated  b» 
I  stallions ,  when  a  mare  a  ins  a 
I  major  e.ent.  it  stands  out  Such 
s  the  case  *hen  Custom  Red 
I  Berr,,  ndden  by  Brent  Vs"nght, 
j  tool  the  National  Reinino  Horse 
I  Association  Oert>»  in  Oi  lahoma 
I  Cit. .  Ma.  14  The  5-«ear-old  red 
I  roan  won  $22^38  for  owner 
•en  Simon  of  Parton.  Mass 


Say 


Bloodhorse.com 

www.bloodhorse.com 

The  thoroughbred-racing  industry's  most 
highly  regarded  journal,  with  sections  on 
Racing,  Breeding,  OwTiership,  Handicap- 
ping, Auctions  and  Horse  Health,  among 
others.  Triple  Crown  coverage  is  pre- 
dictably deep.  Thoroughbred  investors 
will  want  to  access  TBH  Market  Watch,  its 
subscription-only  newsletter. 
^Best:  Virtual  tours  of  thoroughbred 
farms  around  the  world,  with  in-depth 
stallion  information. 
^  Worst:  Too  many  blinking  ads. 

Equestrian  Vacations 

www.equestrianvacations.com 

Ever  have  visions  of  galloping  along  a 
Costa  Rican  beach,  hunting  foxes  in  the 
English  countryside  or  trotting  through 
lavender  fields  in  Provence?  This 
private-tour  outfit  specializes  in  holi- 
days on  horseback — more  than  30  in 
all.  Accommodations  range  ft-om  castles 
to  inns  to  farmhouses.  Online  daily 
itineraries  detail  destinations  and  other 
activities,  like  golf  and  sightseeing.  For 
English  or  Western  saddle  riders. 
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^Best:  Enticing  detailed  descriptions. 
^Worst:  Not  enough  photos. 

The  HayNet 

www.haynet.net 

A  virtual  haystack  of  horse  links — more 
than  15,500  at  last  count.  Sites  range  from 
Clubs  and  Associations,  Stable  Manage- 
ment Resources  and  Farm  Equipment  to 
Bloodstock  Agents,  Stallion  Services  and 
Horses  for  Sale.  Click  on  publications,  like 
Natural  Horse,  or  vendors,  like  Albert's 
Equine  Dental  Supply. 
^Best:  The  vast  resources. 
►Worst:  Links  need  more  annotation. 

International  Museum 
of  the  Horse 

www.imh.org 

More  than  a  dozen  vastly  informative 
online  exhibits  from  the  venerable  mu- 
seum in  Lexington,  Ky.  The  centerpiece 
show  traces  the  5,000-year  history  of 
the  horse,  from  prehistoric  cave  paint- 


Sa  Away  from  home  with  your  horse  in  tow? 
Find  a  directory  of  horse  (and  human) 
accommodations  at  www.horsemotel.com. 


ings  to  today's  Olympians.  The 
shows  feature  Horses  &  Hollywa 
and  the  Horse  in  Sport.  Also  inclu 
visitor  information  for  the  1,035-a 
educational  Kentucky  Horse  Pi 
where  the  museum  is  located 

►  Best:  Comprehensive  overview  of  wo 
breeds.  Rich  equine  links. 
►Worst:  Text-heavy  exhibits;  small  imaj 

RanchWeb.com 

www.ranchweb.com 

If  your  idea  of  horsemanship  inclu 
an  overnight  pack  trip  in  the  Gr; 
Tetons  or  a  cattle  drive  under  the  o 
sky,  this  site  offers  more  than  250  raj 
vacations.  Search  listings  by  cour 
and  state.  Choose  ranch  type  (gu 
dude,  resort,  spa  or  cattle)  or  opti 
like  children's  programs,  fly-fish 
whirlpool  spas  or  cattle  drives.  All 
ings  have  links  or  photo  gallerie 
click  on  Worldwide  Riding  Holiday} 
fers  equestrian  vacation  options  f 
Portugal  to  Mongolia,  but  some  in 
mation  here  is  stale. 

►  Bast:  Interactive  map  helps  you  nail 
down  ranch  location. 

►  Worst:  Ranch  chat  is  weak,  the  gusj 
ranch  reviews  unhelpful. 


J 


RANCHWEBucoM. 


M.V?8  MOT 
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State  Line  Tack 

www.statelinetaclt.com 

Shop  here  for  horse  stuff.  Offers  i 
than  30,000  items  ranging  from  s 
supplies  to  horse  and  rider  appar 
tack.  Dress  up  your  mount  with  Tw 
Toes  glitter  hoof  pofish  ($15.50, 
yourself  with  a  classic  midnight- 
Kentucky'  tailcoat  ($779).  The  site 
ries  most  brands,  many  at  a  discoui 
well-respected  saddle,  the  Crosby  E 
runs  $  1 ,705  at  State  Line,  compared 
the  normal  Hst  price  of  $1,895. 
►  Best:  Helpful  sizing  charts.  Search! 
►Worst  Constant  plugs  for  the  State  Li 
Visa  card. 
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iding  someone  to  flirt  with  in  cyberspace  isn't  hard.  Finding  a  life 

ite  is  tougher— that  is,  assuming  your  correspondent  is  who  he/she  claims 
be.  Most  sites  offer  free  trials  and  anonymity.  Use  them.  Herein,  sites  that 
X  exclusivity,  choice  and  special  interests.  — JM  Stifle 


Match.com 

www.match.com 

Boasts  5  million  members  and  more  than  1,000 
marriages.  Browse  for  free,  including  user  profiles.  Free 
7-day  trial  lets  you  access  all  features  except  e-maU 
responses  and  chat.  When  you're  ready  to  submit  a 
profile,  pricing  ranges  from  $25  monthly  to  $100 

annually.  Let  the  e-mail  service,  Venus, 
find  and  deliver  up  to  10  profile 
matches  to  your  in-box.  The  Webzine, 
Matchscene,  dishes  profile  makeovers, 
safety  tips  for  online  dating  and  Frankly 
Fran,  cyberdating's  Dear  Abby. 
^Best:  Singles  Giving  Back,  Match. corn's 
community  of  volunteers. 
►Worst:  Customer  service  by  e-mail  only. 


oveLinks  Pius 

ir.alovelinksplus.com 

iews  and  rates  more  than  215  dating 
.  Search  site  names  alphabetically  or 
;enre,  like  Members-Only,  Over  45 
International.  Cyberdating  tips  tn- 
e  "Five  rules  for  vmting  your  first  let- 
3  someone  new"  (keep  it  short).  For 
ler-specific  advice,  guys  can  consult 
;ver- frank  Doc  Love  (how  to  deal 
I  a  Rules  girl:  rule  her  out)  and 

•i  len  can  read  the  more  ponderous 
;h  Liz.  The  page  design  is  jumbled. 

I  tt:  Directory  of  dating. 

\  rst:  Never  met  a  site  it  didn't  like. 


►  Best:  Uses  the  Myers-Briggs  test  to  help 
find  you  a  personality  match. 

►  Worst:  No  free  browsing  and  only  4,000 
members. 

Date-A-Doc 

www.date-a-doc.com 

Caters  to  health  care  professionals  and 
those  interested  in  dating  them.  Profiles 
run  from  the  orthopedic  tech  looking  for 
fian  to  the  arty  dentist  who  likes  photog- 
raphy. There's  also  a  listing  of  symposia 
and  conferences.  (True  love  just  might  be 
lurking  at  the  World  Congress  on  Car- 
diovascular Surgery  in  Canciin.) 


;  nvitation  Only 

byinvitationonly.com 

I:  Fort  Knox  of  dating  sites. 
)  .80,  joiners  receive  a  rigor- 
1  ackground  check  (age,  employment, 
ne,  credit,  criminal  record,  DWI/DUl) 
I  one-year  membership.  After  that, 
5  10  per  month.  Once  in,  you'll  gain 
lo  personals,  a  private  mailbox  and 
le  journal  for  tracking  your  dating 
.  Personality-matching  and  ad- 
ig  services  cost  extra. 


Looking  for  a  chamber-music  partner,  a  concert  compan- 
ion or  someone  to  make  "beautiful  music"  with?  Check 
out  Classical  Music  Lovers'  Exchange  at  www.cmle.com. 
More  of  a  Discovery-Channel  type?  Try  the  Science 
Connection  at  www.sciconnect.com. 


►  Best:  Membership  is  currently  free. 

►  Worst:  Membership  fee  coming  soon. 

Friend  Finder 

www.fri8ndfinder.com 

It's  free  to  join,  post  an  ad,  e-mail  and 
chat  with  more  than  8  million  members 


worldwide — 82, 000  in  California  alone. 
Chat  rooms  like  the  Mountain  Zone  and 
the  Euro  Room  bring  together  members 
by  region.  Daily  matches  zap  to  your  in- 
box.  Click  to  Relationship  magazine  for 
members'  advice,  humor  and  poems  ("I 
bid  you  fareweU/before  you  drive  me  to 
Hell").  Premium  (paid)  memberships 
offer  privileges  like  advanced  search  and 
expedited  customer  service. 
►Best:  Sub-sites  for  various  ethnic  and 
religious  groups,  seniors  and  sports  lovers. 
►Worst:  It  took  three  days  for  a 
customer-service  response. 

MatchMaker 

www.matchmalfer.com 

Whether  you're  a  swinger  in  San  Fran- 
cisco, in  recovery  in  Rochester  or  a  Mor- 
mon far  from  Salt  Lake  City,  this  mega- 
site  matches  singles  by  location  and 
lifestyle.  Offers  one  of  the  most  compre- 
hensive questionnaires  (Favorite  pet?  Tat- 
toos or  piercings?  TV- viewing  habits?) 


:  most  entertaining  pli 
et  new  people, 


what  are  you  looking  for? 


L 


and  match  search  systems.  Excellent  site 
tour  and  limited  free  trial. 

►  Best:  Browse  thumbnails  easily. 

►  Worst:  Annoying  "commercials." 

The  Rigiit  Stuff 

www.riglitstuffdating.com 

For  Ivy  League-level  grads  and  faculty. 
Scan  ads  in  this  bare-bones  site  by  school 
(from  Amherst  to  Yale)  and  locale.  To 
read  a  member's  in-depth  profile,  you 
must  join,  which  requires  a  copy  of  your 
diploma,  transcript  or  correspondence 
from  one  of  45  listed  schools.  Six-month 
membership  ($70)  in  this  exclusive  com- 
munity (4,200-plus,  with  more  than  260 
marriages)  entitles  you  to  a  snail-mail  list 
of  members,  monthly  mailings  and  the 
chance  to  order  in-depth  profiles. 
►Best:  That  well-educated  gene  pool. 
►Worst:  Extra  fees.  Picture-posting:  $5. 
Member  bios:  $3.10  apiece. 
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Natural  History 

Amateur  natural  history  buffs  can  have  a  field  day  online.  Nearly 

every  serious  natural  history  museum,  research  organization,  nonprofit 
group  and  advocacy  center  has  a  Web  site.  Kids  will  love  the  resources  for 
science  projects  and  dinosaur  exploration.  —Ghana  Schoenberger 


t-A\/UKiTE 


WHI*  1993 


Mv«  ended  nt  im;  c«De  Ar-^  l»  1^• 
Eac«Mrt«  Rm*  ,  now  on-Ms  U 
c^fiRtTL  A  itRtv-gcnorttUn  •  vicMr. 


NationalGeographic.com 

www.nationalgeographic.coin 

Great  interactive  content,  vivid  photos  and  first-rate  articles. 
Take  a  virtual  deep-sea  dive  to  the  Great  Barrier  Reef  to  learn 
about  the  species  you'd  be  likely  to  see.  Or  try  one  of  the 
interactive  topographic  maps.  You  can  read  breaking  nature 
news,  like  the  recent  discovery  of  the  world's  second-largest 
dinosaur  in  Egypt,  or  view  a  cache 
of  satellite  photos  of  Earth  showing 
the  effects  of  natural  disasters  and 
wars.  There's  also  a  trip  finder. 
^Best:  Interactive  features,  like  dis- 
patches from  a  reporter  on  research 
expedition  to  Antarctica. 
►  Worst:  Just  ten  new  feature 
stories  so  far  this  year. 


SlSoffii")  purchase 

r?ITE  INOO 


Canadian  IMuseum  of  Nature 

www.nature.ca/notebooks 

Run  by  the  Canadian  version  of  the 
Smithsonian,  this  English-French  bilin- 
gual site  lavishly  covers  nature  topics 
with  articles,  interactive  exhibits  and 
field  reports,  like  one  exploring  fossil 
mammals  in  the  Denver  basin.  A  sec- 
tion on  the  museum's  Canadian  dia- 
mond collection  includes  a  suspenseful 
narrative  of  the  diamonds'  discovery. 
Bonus:  tips  for  diamond  collectors,  like 
the  fact  that  red,  blue  and  green  are  the 
rarest  colored  stones. 

►  Best:  Natural  History  Notebooks,  with 
images  and  facts  on  250 
animals. 

►  Worst:  Navigation  is  difficult. 


tures  prehistoric  reptiles  by  name,  lo- 
cation, body  shape  or  geological 
epoch.  Virtually  visit  the  wildlife  gar- 
den in  different  seasons  or  take  part  in 
a  woodlice-cataloging  project. 
►  Best:  The  Interactive  Science 
Casebook.  Is  a  recently  found  skull 
evidence  of  the  Beast  of  Bodmin  Moor? 
►Worst:  Some  features,  like  the  Eclipse 
interactive  page,  are  difficult  to  access. 

Neartica 

www.neartica.com 

While  this  site's  design  is  primitive,  it 
houses  a  trove  of  information  on  nat- 


Natural  History  IMuseum 

www.nhm.ac.uk 

Extensive  information  about  what's 
on  display  at  the  prestigious  London 
museum  along  with  ten  pure  online 
exhibits.  Antcast  features  streaming 
infrared  Webcam  pictures  of  the  mu- 
seum's ant  colony,  as  well  as  copious 
ant  factoids.  Dinosaur  Directorv  fea- 


The  Glass  Flowers,  the  famous  collection  of  3,000  19th- 
century  glass  models  of  flowers  at  Harvard's  Natural  His- 
tory Museum,  are  undergoing  a  multimillion-dollar  con- 
servation effort.  Leani  more  at  http://www.hmnh. 
^  harvard.edu/exhibitions/glassflowers.html. 


ural  history,  conservation  and  envi- 
ronmental issues.  Details  about  bi- 
omes,  animals,  plants  and  dinosaurs, 
plus  extensive  links  to  organizations. 
►  Best:  Depth.  Drill  from  the  general— say, 
Geology  and  Geophysics— to  the  very 
specific,  such  as  About  Geysers. 
►Worst:  No  search  function. 


Smitiisonian  IMuseum  of 
Natural  History 

www.mnh.si.edu 

Offers  a  virtual  tour  of  the  museu 
with  information  about  Imax  moi 
and  upcoming  programs.  The  On 
exhibit  African  Voices  includes  an  in 
active  time  line  of  African  history  ar 
feature  on  a  Yoruba  sculptor's  wc 
You  can  also  tour  Dinosaur  Hall,  j 
view  a  Viking  exhibit  or  learn  ab 
Thai  royal  gifts  to  the  U.S. 

►  Best:  Field  guide  and  behind-the-sce 
narrative  for  each  Imax  movie. 

►  Worst:  Creaky  search  engine 
occasionally  turns  up  outdated  links. 

U.S.  Geological  Survey 
Learning  Web 

www.usgs.gov/education 

The  educational  offerings  of  USGS. 
government  agency  that  maps  and  s 
ies  American  territory,  are  presei 
here  in  a  somewhat  slapdash  fash 
Mainly  aimed  at  K-12  students,  to] 


^USGS 


Wetofne  to  t^e  Le  "; 
to K-i:: education  t 
ei^jtore  ttiings  on  ir 
afimals  land  water  a  : 
HvdrolOQV.  and  Gtograpr 
vwrtd 


presentations  range  from  earthqual^ 
the  effects  of  acid  rain  on  monumen 
Washington,  D.C.  Features  detailed  jer; 
planations  of  natural  phenomena. 

►  Best:  Different  content  for  scieni 
the  media  and  government  officials. 

►  Worst:  Not  very  interactive. 


Volcano  World 

http://voicano.und.nodak.edu 

This  volcano  news  and  inform 
center,  flinded  in  part  by  NASA,  fea 
volcanic  activity  updates,  pictuB 
current  eruptions  and  tales  froil 
field  posted  by  researchers  worldi 
Also:  interviews  with  scientists  c 
page  called  Today  in  Volcano  Hist« 
kids'  section  includes  volcano  art^ 

►  Best:  Volcano  of  the  Week  include; 
stats,  photos  and  eruption  history. 

►  Worst:  Ask-A-Volcanologist  feature 
discontinued;  archives  are  hard  to  seai 
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II  This  June,  the  leading 
companies  and  conferences 
in  technology  take  center 


stage  in  New  York  City. 


Limited  Engagement.  One  Weel<  Only. 


i  <P0,  the  expo  portion  of 
XNY,  you'll  find  mobile  &  wireless, 
less  solutions,  leading-edge 
let  security  advances,  ASPs,  the 
:  in  Linux,  storage  technologies 
lore.  The  best  products,  services 
eal-world  solutions  — all  delivered 
3  best  vendors  and  solutions 
iers  in  the  IT  industry. 


1  rente  Dates:  June  25-28,  2001 
l  iition  Dates:  June  26-28,  2001 
ion:  Javits  Center,  New  York  City 


p  Sponsors 


TECHXNY's  full  week  of  conferences,  education  summits  and 
special  events  has  something  for  just  about  everyone.  The  IT 
Innovation  Conference  focusing  on  innovative  security  solutions... 
an  IT  infrastructure  built  for  speed...  top-notch  information-sharing 
architecture. ..Best  of  Brainshare...SAN  and  Clustering  Summits... 
and  the  wide,  wide,  wireless  world. 

There's  the  Finance  Exchange.  Touched  by  an  Angel  for  entrepre- 
neurs. eTV  World.  Solutions  Integrator  Think  Tech.  PC  Career 
Expo.  Working  Woman's  W.E.S.T.  Awards.  Compelling  keynotes. 
And  still  more  targeted  programs  and  events  are  on  their  way  to 
bring  you  the  cutting-edge  of  IT  today. 

To  learn  all  about  what  there  is  to  see,  do,  hear,  and  learn  at 
TECHXNY  this  June,  log  on  to  www.techxny.com.  And  white  you're 
there,  make  sure  to  register  right  away! 


El)c  ;XcUi  Jlork  Smcs     N  O  VS 1 1  VERITAS 


Sponsor  of  IT  Innovation  Conference 

Forbes 


\  in  Sponsors 


Gold  Sponsors 


PAO.  handspring 


MWT  M 


TecHNOLOOiet 


Adobe 


ANALYSTS 

INTERNHTIONBL- 


1 

OmniSky 


Keynote  Sponsor 


BusinessWeek 


W.E.S.T.  Awards 


mm 


REGISTER  TODAY  AT:  www.techxny.com     Use  source  code:  M3AA 


Foreign  Newspapers 

If  you're  an  international  news  junkie,  even  the  New  York  Times  or  the 

International  Herald  Tribune  may  leave  you  wanting.  Now  you  can  click 
through  to  hundreds  of  local  papers  abroad.  The  sites  below  give  you  news, 
plus  features  like  audio,  video  and  interactive  maps.  —  Josh  Saunders 


Guardian  Unlimited 

www.guardian.co.uk 

The  gold  standard.  Easy  to  navigate  and  intelligently  de- 
signed, there's  enough  first-rate  content  to  keep  you  oc- 
cupied for  days.  Each  topic — like  Politics,  Books,  Money, 
Education — is  as  large  as  most  online  papers.  Sensa- 
tional interactive  guides  include  animated  maps  and  his- 
torical background,  with  special  reports  on  topical  issues 
like  trouble  in  the  Balkans  or  the 
crash  of  space  station  Mir. 
^Best:  Great  use  of  Web 
technology:  A  special  report  on 
London  Fashion  Week  even  lets  you 
dress  up  a  model. 
^Worst:  Progressive  perspective 
isn't  everyone's  cup  of  tea. 


Guardian  inlimited 


Daily  Mail  &  Guardian 

www.mg.co.za 

Nelson  Mandela  allegedly  requested 
this  paper  while  imprisoned,  and  it's 
easy  to  see  why.  You  won't  find  sharper 
coverage  of  South  African  issues.  Eru- 
dite editorial  columns  and  more  than 
15  sections,  including  PC  Review,  the 
Teacher  (education)  and  Comix.  Fea- 
tures in  the  Africa  section  include  in- 
vestigative reports,  such  as  one  on 
smugglers  in  Tangiers. 
^Best:  Archives  are  voluminous  and  free. 
►  Worst:  Searches  take  too  long. 

Frankfurter  Ailgemeine 
Zeitung 

www.faz.com 

Far  and  away  your  best  option  for  Ger- 
man and  European  Union  news.  Effi- 
cient, attractive  design  makes  it  easy  to 
navigate  vast  quantities  of  content.  Par- 
ticularly detailed  coverage  of  German 
politics,  with  sets  of  pro  and  con  arti- 
cles for  contentious  issues  or  proposals. 
Culture  and  Society  section  contains 
History  subsection  covering  specialized 
topics  hke  Germans  in  Hollywood. 


►  Best:  Great  photo  features— take  a  tour 
through  a  century  of  German  car  horns 
or  of  Picasso's  sculpture. 

►  Worst:  Another  slow-loading  site. 


Ha'aretz 

www3.haaretz.co.il 

Look  no  further  for  the  latest  on  the 
Middle  East  peace  process  or  the  Israeli 


r"  HA'ARETZ 


Special  Update:  Hamas  suicide  bomber 
kills  sii  Israelis  in  Netanya  blast:  Israeli 
motorist  killed  in  West  Bank  shooting 

A  Bamai  fui:i^  botobcr  binr  Isiuclf  19  U  Ihe  aanac.  10  the 
B»li«oa  dt»ppns  auM  m  the  cmtcr  af  tbe  CMitil  tcwo  t^Hrtaiyi 

buitfC  m4  nnnms  70  Srrtni  of  ihe  vmnAe-i  wai  bj  lenoca 


Insurance  firms  won't  cover  reservists  in 


economy.  Ha'aretz  updates  reports 
dozens  of  times  per  day  and  its  sizable 
archives  make  background  research  easy. 
The  paper  calls  itself  "broadly  liberal," 
but  its  politics  are  largely  confined  to  its 
Op-Ed  section.  Substantial  Economics 
section;  iirst-rate  supplementary  articles 
on  topics  like  the  Israeli  water  crisis. 
►Best:  Writing  is  a  cut  above  the  better- 
known  Jerusalem  Post. 
►Worst:  Sports  coverage  is  abysmal. 


The  Hindustan  Times 

www.hindustantimes.com 

India's  most  popular  English-langua 
daily  augments  solid  reporting  on  1 
dian  and  Indian-American  issues  w 
attractive  design  and  eye-catching  ph 
tos.  Business  section  is  sizable,  w 
running  stock  quotes  and  intervie 
with  industry  leaders.  Expatriates 
follow  their  favorite  cricket  team,  \v 
supplements  cover  Bollywood 
other  entertainment  news. 

►  Best:  Free  archives  date  back  to  1996 

►  Worst:  Some  headlines  are  obscure: 
You  may  not  know  what  the  story  is  abc 

South  China  Morning  Post 

www.scmp.com 

Objective  reporting  and  efficit 
layout  make  this  a  good  bet  for  As 
news.  Especially  good  on  China,  sii 
most  mainland  papers  are  little  m 
than  government  mouthpiec 
TotallyHK,  the  paper's  Hong  Kc 
magazine,  offers  high-end  restaur 
and  club  reviews.  Check  out  the 
depth  Technology  section  i 
remarkably  good  sports  coverage 


Because  foreign  newspapers  are  often 
attached  to  a  political  party,  it's  wise  to  check 
several  sources  for  news  and  context  about 
controversial  issues. 


well  as  the  informative  interac 
map  of  China. 

►  Best:  Coverage  of  human  rights. 
►Worst:  Time-consuming  registration 

Sydney  Morning  Herald 

www.smh.com.au 

News  from  Down  Under,  covei 
both  Australian  and  Southeast  A. 
issues.  Large  Entertainment  sectior 
eludes  minisites  featuring  Au 
artists  like  Kylie  Minogue  and  do: 
of  music  downloads.  If  rugby  is  ) 
.  thing,  check  the  Sports  section. 
►Best:  Great  Indonesian  and  Malaysi 
coverage. 

►  Worst:  Video  reports  are  blurry,  jerl- 


r^E  www.forbes.com/forbesglobal 

-  -  In  the  online  edition  of  FORBES 


I 


GLOBAL  you'll  find  interviews  witl- 
execs  like  Ericsson's  Kurt  Hellstr 
ideas  from  international  stock- 
pickers  and  a  listing  of  the  world 
300  Best  Small  Companies. 
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Automotive 

Acura 

1-800-TO-ACURA 
www.acura.com 

American  Honda  Motor 

Company 

1-800-33-HONDA 
www.honda.com 

7.  Lincoln  Navigator  (2001) 

1-800-688-8898 
www.lincolnvehicles.com 

2.  Toyota 

www.toyota.com/tomorrow 
Automotive  Teciinology 

3.  Delptii  Automotive 
Systems 

www.cielphiauto.com 
Business  Opportunity 

4.  CORF  Licensing  Services 

1-800-511-7036 
www.corf.com 

Business  to  Business 

5.  Kelly  Services 

1-888-GO-KELLY 

www.i<eliyservices.com 

6.  Sharp  Electronics  Corp. 

1-877-78-connect 
www.sharp-usa.com 

Communications 

WorldCom 

www.woridcom.com 

Computer/Technology 

Compaq  Computer 

Corporation 

www.compaq.com 

Computer  Associates 

www.computerassociates.com 

Consulting  Services 

Accenture 

www.accenture.com 


Consumer 
Products/Services 

7.  Lincoln  Brand  (2001) 

1-800-688-8898 
www.lincolnvehicles.com 

Sony 

www.sony.com 

Financial  Services 

FannieMae 

www.fanniemae.com 

8.  Prudential 

1-800-THEROCK 
www.prudential.com 

9.  TIAA-CREF 

www.tiaa-cref.org 

Hotels 

10.  Beverly  Hills 
Convention  &  Visitors 
Bureau 

1-800-345-2210 
www.visitbh.com 

^Hilton  Hotels 

www.hilton.com 

11.  The  Taj  Group  of  Hotels 

www.tajhotels.com 

Travel 

^oneworld 

www.oneworld.com 


The  Hertz  Corporation 

www.hertz.com 

Business  Classified 

12.  Affiliated  Business 
Consultants 

www.bizsale.com 

13.  Brana  Fine  Art-Salvador 
Dali  Gallery 

1-800-275-3254 
www.daligallery.com 

14.  Capital  Asset 
Management 

www.assetprotection.com 
1-800-710-0002 


15.  #7  Domain  Names 
International 

1-877-236-6638 
www.1dni.net 

16.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

17.  Dunton  gallery 

1-888-521-2130 
www.duntongallery.com 

18.  Equilio 

1-800-203-8119 
www.equilio.com 

19.  International  Egaming 
Developers  Inc. 

www.egamingdevelopers.com 

20.  My  Receivables.com 

1-800-592-0608  Ext.  123 
www.myreceivables.com 

21.  Publishers  Guild 

1-800-675-6144 

Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

22.  Worldwide  Business 
Consultants 

1-800-733-2191 
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Astronomy 


Take  a  virtual  trip  through  the  universe,  brush  up  on  your  telescope 

skills  or  find  out  how  much  Jupiter  tilts  on  its  axis.  These  sites  enlarge 
your  perspective  with  Solar  System  charts,  the  history  of  astronomy  and 
dramatic  photos  of  Mars  and  beyond.  —Dolly  Setton 


turt  mfolduia  Uu  vlouJm  of  Tbt  Soi.  plKutt  □ 


Views  of  the  Solar  System 

www.solarviews.com 

Despite  design  that  has  all  the  warmth  of  the  dark  side  of  the 
Moon,  this  site  offers  an  informative  virtual  tour  of  our  solar 
system  as  well  as  thorough  information  on  comets  and  aster- 
oids. Dramatic  photos  and  video  clips  of  space  events  like 
solar  prominences  complement  details  on  things  like  the  or- 
bital eccentricity  of  Saturn.  Also 
features  a  history  of  rocketry,  and 
information  on  early  astronauts 
and  space  missions.  Site  is  available 
in  five  languages  and  has  a  glossary. 
^Best:  Lesson  Plans  and  Activities 
suggest  projects  for  kids,  like  how  to 
make  a  comet  nucleus  in  your  kitchen. 
►  Worst:  Missed  controversy  over 
Pluto's  status  as  a  planet. 


VI9WS  of  the  Solar  System 


■     □  ^ 

B  □  □  n  □ 


Astronomy  Picture  of  the  Day 

lrttp://aiitwrp.gsfcjias3Ugov/apod/astropix.litinl 

A  couple  of  professional  astronomers 
at  NASA  and  Michigan  Technological 
University  put  together  this  succinct, 
informative  site.  Each  day  a  new 
image  is  displayed,  accompanied  by  a 
one-paragraph  explanation  packed 
with  hyperlinks.  Photos  range  from 
the  historical,  such  as  modern  rock- 
etry father  Robert  Goddard,  to  space 
images,  such  as  the  Horsehead  Neb- 
ula. Thorough  glossary  and  links  to 
good  Web  sites  for  kids. 

►  Best:  Easily  searchable  archive  goes 
back  to  1995. 

►  Worst:  Some  dead  links. 


craft.  Also,  reports  on  research  such  as 
optical  computing. 
►  Best:  Updates  on  the  latest  missions. 
►Worst:  Occasionally  dry,  and  confusing 
to  navigate. 

Numerical  Relativity  Exhibitions 

http://jean-luc.ncsa.uiuc.edu/Exhibits 

Created  by  the  Relativity  Group  at  the 
National  Center  for  Supercomputing 
Applications,  these  exhibits  use  sophis- 
ticated computer  graphics  and  anima- 
tions to  portray  the  bizarre  world  of 
black  holes  and  the  theory  of  special 
relativity.  Exhibits  include  Space-Time 


NASA 

www.nasa.gov 

Take  off  from  this  site  to  any  of  NASA's 
space-related  centers,  including  the 
Earth  Observatory,  Mars  Odyssey  and 
Jet  Propulsion  Laboratory.  Watch  Web- 
cast launches  or  download  the  latest 
pictures  from  the  Hubble  Space  Tele- 
scope. Kids'  section  offers  projects  like 
how  to  make  a  model  Galileo  space- 


qJ  Go  to  http://liftoff.msfc.nasa.gov/realtime/jtrack  for  a  3D 

3  view  of  the  current  positions  of  hundreds  of  satellites.  Or, 

ww|  if  you  want  maps  of  the  sky  from  any  location  on  Earth 

y  back  to  4713  B.C.,  check  www.fourmilab.to/yoursky.com. 

^  Maps  include  constellation  names. 


Wrinkles  and  Wbrm  Holes. 

►Best:  Technically  accurate  yet  accessible 

to  the  layperson. 

►Worst:  Some  dead  links. 

Sky  &  Telescope 

www.skypub.com 

Manna  for  amateur  telescope  enthusi- 


asts, the  site  offers  enhanced  content! 
fans  of  the  magazine.  Tips  section 
dudes  articles  on  how  to  choose  a  t 
scope  and  the  best  ways  to  observe  ft 
a  city.  Features  include  the  search  for 
in  the  universe  and  recent  astronora 
discoveries.  Imaging  section  offers  ti 
rials  on  deep-space  photography. 
►  Best:  Great  links  in  Resource  sectior 
include  shareware,  observatories, 
professional  and  amateur  organization 
►Worst:  Articles  could  use  an  edit. 

Space.com 

www.space.com 

A  general  interest  astronomy  po 
with  strong  news  coverage  and  vl 
range.  CNN  anchor  Lou  Dobbs  sit:  I 
the  board  and  the  site  is  sponsors  I 
NBC  and  Gannett  Co.  There's  coni 


on  missions,  launches,  the  search  to  I 
in  the  universe  and  science  fiction.  ]| 
sage  boards  are  well-attended. 

►  Best:  Up-to-date  news  features. 

►  Worst:  Busy  design  and  distracting  p(l 

Space  Telescope  Science 
Institute 

www.stsci.edu 

Witaess  the  birth  of  a  star  in  the  11 
Nebula  or  cruise  through  an  exteil 
constantly  updated  collection  of  in| 
from  the  orbiting  Hubble  Space 
scope.  Features  include  a  history  c| 
telescope  and  information  on  ho'l 
tronomers  doctor  the  colors  of  im  | 

►  Best:  Animations  in  Greatest  Hits. 
►Worst:  Boring  design. 
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'  POWER  OF 
XPERIENCE 


xperiential  marketing  is  a  non-traditional, 
iteractive  marketing  approach  that 
ifferentiates  brands  and  demonstrates 
roducts  in  ways  that  advertising  can 
nly  suggest. 

or  over  13  years  Aspen  Events  has  been 
reating  powerful  brand  experiences  for 
Drtune  500  companies  like  Mercedes  Benz, 
ewlett-Packard,  Oxygen  Media,  Novell 
id  Ericsson.  .  >       ^  - 

spen  Events  has  delivered  these  unique 
le-on-one  selling  experiences  to 
jrgeted  prospects  where  they  work, 
/e  and  play.  Let  Aspen  Events  put    ;  ^ 
8  "Power  of  Experience"  to  work 
your  brand. 


*l|.*ottv«yVelilcte 


i  rork 


fornew  vehicle 
with  custom 
I   exhibits  at 
targeted 
w  events 


Oxygen 
Media: 

Mall  and 
mobile 
program  to 
launch 
women's  . 
cable 

network  a 


Novell: 

Trained 
consulting 
partners  on 
Net  services 
software  ' 
using  mobile 
.  classroom 


PEN 

EVENTS 

E  X   P   E  R   IE   N  C  E 


Business  Opportunities 


e-incorporate  .com 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 
•Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800..423.2993 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


Buying  or  Selling??? 

Businesses  and  franchises. 
Distributorships  and  Licenses. 
All  types,  prices,  terms, 
locations. 
ABC  719-540-2200 
bizsale.com 
or  see  franchlse-for-sale.com 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Prollts. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


\M\\  DIDNTI  THINK  OF  TH.Vr 


Thai's  Ihe  response  we  hear  after  we 
explain  our  unique  and  exciting 
opporlunily.  If  you're  looldng  for  a 
simple  business  with  HIGH  INC  OME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-80U-675-6144 


National  Teen  Cosmetics  Mfr. 

seeks  Investors  or  )V  Partner  with 
$3  million  to  continue  growth  & 
build  profits  in  US  &  Int'l  markets 
Serious  inquiries  only. 
562-906-^3084  or 
E-Mail  to  Dexter@ferily.coiii 


BusinessClassified 


Dali  Prints^ 


Advertisement 


RARE  DALI  PRINTS 

IJ  yim  own,  or  die  i  i>n\ulerinf;  the  piircha.M- 
of  a  Sahodor  Dull  prim.... 

Our  exclu.sive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  pnnts.  Eacn  pnnt  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  ($15  per  issue) 


Salvador  Dali 


A  RuRUSI'ft  FIVE 

OK  Masii^r  Frivts 


l-(800)  275-3254 

ask  for  Dept.  FM 

hllp://»ww  ibli^alicr)  turn  •  FAX  IKMM  :<N() 
Brana  Kinu  -Vn  •  1 .\iituxh  Si  #  Km.  hmlW  Pidivules.  C  A  '«i:7: 


Business  Opportunities 


BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  otter 
unique  financial  sen/Ices  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Art  Galleries 


Fine  Art  for  Corporate 

and 

Individual  Collectors 
www.duntongallery.com 

(888)521-2130 


OFFSHORE 


♦Companies 
♦Banking 

1^%'^'"''  ^ital  Asset 

(800)  710-0002     Fnt  Brochure 
Visa/MCVAmex  vwwMtttpntteUooxaa 


Online  Casinos 


CASINO  WEBSITES 


Biggest  Profits  on  Internet! 
Licensed.  Fully  Managed. 
19K.  Guaranteed  Profits! 


877-685-1955 


Health  Products 


Business  Services 


My  RECEIVABLES.caivl 
^>.,^^^^^^^^^^^^,/^     We  mak«  caih  How 

SERVING  BUSINESS  SINCE  1972 

*  A/R  Financing 
*  A/R  Management 

800-593-0608  X123 


Forbes  Subscriber  Service. ..to  order, 
change  address  or  other  customer 
service,  call  1-800-888-9896 
For  information  and  rates  on  advertising 
in  the  next  Forbes  Business  Classified 

Section  contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 

Charge  your  ad...  BlMiLJ}. 


BACK  PAIN? 

There  is 
an  ansv/erl 

Send  for  FREE  information 
on  NEW, guaranteed 
1      seatand  back  supports 
^^x^  designed  by  a  leoding 
I         bad<  pain  specialist. 

1  Posture  Education 

1l5Parkway,Katonah,NY10536 
Jwww.postureeducafion.com 

CALL  TOLL-FREE  1-800-392-0363 

BuslnessClassifi^d' 


Advertisement 


Legal  Services 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Baniiing 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatfy.com 


US,  U.K.  &  France 


6QUIUO 


never  limit  your  options 


www.equilio.com 


Domain  Registration 


FREE 

Dot  BIZ  Dot  INFO 
With  Each  Dot  Com 
Registration  Or  Transfer. 
www.1dni.net 
877-236-6638 


bmaii  bpace= 

BIG  BUSINESS 

Advertise  in  Forbes 
Business  Classified  Call: 
Media  Options 


1-800-442-6441 


Charge  your  ad... 

VISA 


Forbes  Subscriber  Service. ..to  order, 
change  address  or  other  customer  service, 
call  1-800-888-9896 
For  information  and  rates  on  advertising 
in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441 
for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371 
E-mail:  mediopt@aol.com 


Swim  at  Home 


Think  Of  ft  As  A 
Treadmill  For 
Swimmers! 

Swim  or  exercise  against  a  smooth 
current  adjustable  to  any  speed  in 
a  unique  pool  measuring  only  8'  x  75: 
Enjoy  the  fun  and  convenience  of  the 
world's  best  exercise  at  home  year 
round.  Ideal  for  swimming,  water 
aerobics  and  rehabilitation. 
Compact  size  mnkos  the  dream  of 
pool  ownership  practical  in  small 
spaces.  The  Endless  Pool'"  is  simple 
to  maintain,  economical  to  run,  and 
easy  to  install  inside  or  outdoors. 
New  system  reduces  chlorine  use 
by  90%.  Endless  Pools'^  are  sold 
factory  direct  worldwide. 

Free  Video! 

Call  800-233-0741,  ExU759 

Visit  our  wreb  site  at 
www.endlesspools.com 
or  write  Endfess  Pools,  Inc. 
200  E  Dutton  Mill  Rd,  Dept.  1759 
Aston,  PA  19074 


ENDLESS  POOLS" 


Weird  Wide  Web 

For  your  diversion:  some  of  the  more  unusual  outtakes  from 
Sesf  of  The  Web's  surfing  expeditions. 


Galactic  Trader 
www.galacticinvestor.com 

We  suspected  all  along  that  technical 
stock  analysis  was  really  just  one  step 
above  reading  tea  leaves  or  shaking 
the  Magic  8  ball.  But  this  clinches  it:  a 
program  that  times  the  market  by  the 


movement  of  the  planets.  Check 
Planetary  Price  Harmonics  for  any 
year.  Use  the  Moon  to  "find  critical 
intraday  reversal  points  with  ease." 
It'll  even  help  you  pick  stocks.  Ru- 
mored to  be  among  Mary  Meeker's 
bookmarks. 

How  to  Dance  Properly 

www.zefranl(.com/indexdance.html 

Dance  Fundamentals 
http://raketilf.com/worlcshop2/worl( 
shop. html 

Tips  for  the  movement-impaired,  by 
the  movement-impaired.  Before  you 
hit  the  clubs,  you'll  want  to  study 
these  latter-day  Fred  Astaires  whose 
video  gyrations  are  enhanced  with 
commentary.  Study  how  to 
"make  love  to  the  crowd." 
Or  learn  hip-hop  moves 
from  a  tall,  skinny  German 
guy  in  a  white  shirt  and  tie. 
Careful,  though.  You'll 
need  some  practice  before 
you  point  your  thumbs  out 
and  try  the  advanced  steps 
of  "Elaine  [of  Seinfeld  fame]  ripped 
me  off." 


Movie-Mistakes 
www.  movie-mistakes.com 

Pay  no  attention  to  that  man  behind 
the  curtain!  Instead,  click  here  for  a  nit- 
pick  fest  detailing  silver-screen  bloop- 
ers though  the  ages.  Anyone  with  eyes 
could  see  the  wire  that  was  wagging  the 
Cowardly  Lion's  tail  in  The  Wizard  of 
Oz.  But  did  you  ever  notice  that  when 
Dorothy  and  her  friends  entered  the 
Haunted  Forest,  the  scarecrow  was 
packing  a  pistol  and  the  lion,  a  bug 
sprayer?  Hmm.  Movie  with  the  most 
mess-ups  (so  far):  Titanic,  with  a 
whopping  123. 


J 


Ugly  Couch  Contest 
www.surefit.net/ugly_liome_new.cfm 

We've  all  got  at  least  one  ugly  sofa  in 
our  life — in  the  basement,  the 
neighbor's  rec  room,  a  great-aunt's 
front  parlor.  When  a  shrewd  Allen- 
town,  Pa.  slipcover  company  put  out 
the  call  for  America's  ugliest  couches, 
■—-a^  a  design-challenged  nation 
answered.  Lucky  winners 
include  the  double-hump 
™  "quicksand"  couch  (sit  down 
at  your  own  risk)  and  one  that 
even  the  owner's  cats  refuse  to 
claw.  Who  knows?  A  little 
sprout  of  stuffing  here  and 
there  might  actually  improve 
the  look.  If  not,  there's  always  that 
slipcover  option. 


Error 


moil  ion 

FILE  NOT  FOUII 


Great  404s  of  the  Web 

www.plinko.net/404/area404.as 

Who  says  that  error 
messages  have  to  be 
boring?  Click  here  to 
see  how  a  battalion 
of  frustrated  pro- 
grammer/comedians 
have  tried  to  spice  up 
those  404/File  Not  ■  — 
Found  pages  that  litter  the  Web.  Or 
out  the  Interactive  404s,  like  the 
that  invites  you  to  stay  and  play  a  vi 
game.  Or  the  haiku:  "I  ate  your  ^ 
page./  Forgive  me.  It  was  juicy/  And 
on  my  tongue."  Note  to  Web  Con- 
nies: It's  time  to  let  your  programr 
out  into  the  sunlight  more  often. 

Worst  Country  Songs 
www.clownstream.sk.ca/country.t| 

What  makes  country  music  so  dan; 
catchy?  Those  achy-breaky  song  ti| 
of  course.  Proof  s  right  here  on 
Web  page,  which  lists  all  the  classi«| 
and  then  some:  "My  Wife  Ran  Off  ■ 
My  Best  Friend  and  I  Sure  Do  i| 
Him,"  "You're  the  Reason  Our  Kidj 
So  Ugly"  and  the  ever-popular  "Ycl 
a  Hard  Dog  to  Keep  Under  the  Poil 
How  many  of  these  are  real?  The  [ 
that  you  can't  tell,  says  it  all. 

Jump  the  Shark 

www.jumptheshark.com 

They  call  it  "jumping  the 
shark";  the  precise  moment 
when  a  show  starts  its  slide 
from  must-see  TV  to  the  weeknightl 
3  a.m.  slot.  The  phrase  stems  frorrl 
Happy  Days  episode  when  Fonzi 
tempted  to  water- ski  over  a  shark.  .1 
that  the  show  went  downhill,  accoil 
to  the  site.  Did  The  Wonder  Years  sil 
ble  after  Kevin  hit  puberty?  Some  pel 
think  ER  hit  the  skids  after  Gel 
Clooney  left.  Chime  in  with  your  | 
theories — that  is,  if  you  care. 
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100  million  transactions  every 
hour.  35  billion  dollars  every  day. 
The  business  of  Wall  Street  runs  on 

pure  nerve,  adrenaline  and  a 
constant,  reliable  flow  of  electricity. 

America's  economic  growth  has 
created  major  new  demands  on  our 
electricity  supply.  And  there  are  even 

greater  challenges  ahead.  With 
government  and  community  support, 
America's  power  companies  can 
build  the  generation  facilities  and 
transmission  lines  our  nation  needs, 
to  ensure  that  today's  business  has 
the  energy  to  keep  succeeding.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 


JDEDWARDS 

DESIGNATE  YOURSELF 

EXECUTIVE 

FREEDOM 
FIGHTER. 


Rattle  some  cages.  Deploy  the  troops.  It's  time  to  power  up  your  enterprise's  collaborative  net^vork.  After  all,  it's 
collaboration  tlnat's  driving  profitability  in  the  Internet  Economy  A  collaborative  network  lets  you  share  information 
and  processes  with  the  outside  world  —  so  you  can  harness  the  power  of  your  partners,  vendors,  customers  and 
employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  collaborate,  you  need 
absolute  freedom.  That's  what  you  get  from  |.D.  Edwards.  We  provide  the  only  Web-enabled,  enterprise-wide  foundation 
that  gives  you  the  freedom  to  choose  the  best  solutions.  You  can  run  with  any  idea.  Plug  in  any  application.  And 
connect  with  any  business  partner  running  any  software.  Ready  to  enlist?  Visit  www.jdedwards.com/freedom. 


THE   FREEDOM  TO   CHOOSE.   THE   POWER  TO  SHARE: 


AM  DC! 
MAKES  IT 
POSSIBLE 


Does  your 
business  have 
less  time  to 
do  more? 


As  one  of  the  world's  premier  design  firms,  frog  design  has  to  meet  incredibly  short  deadlines.  Ca 
point:  a  famous  global  car  company  asked  frog  design  to  concept  and  execute  the  interior  of  theii 
electric  vehicle.  Usual  turnaround  time:  up  to  a  year.  However,  the  car  company  needed  the  new  A 
in  just  ten  weeks.  To  handle  the  latest,  most  complex  software,  frog  design  relied  on  a  system  b 


B  Mv|D  Athlon "  processor.  The  designers  were  thrilled  with  the  dramatically  reduced  rendering 
(  And  the  IT  guys  were  even  more  impressed  with  the  reliability  of  the  AMD-based  system.  The 
An  inspired  design,  delivered  on  time  and  on  budget.  If  your  business  needs  an  edge  meeting 
t  ■  and  shorter  deadlines,  find  out  how  AMD  makes  it  possible.  Learn  more  at  www.amd.com/frog 


AMD^ 


YOU  CAN 


THREE  PLACES  AT 


PRESENTING  WIRELESS  MOBILITY  FROM  COMPAQ. 

Our  wireless  solutions  keep  you  in  the  loop.  Even  when  you're  outside  of  it.  The 
new  Compaq  fvo™  Notebook  N400c  is  one  of  the  thinnest,  lightest  portables 
around.  With  a  mobile  Intel®  Pentium®  III  processor  and  innovative  MultiPortt 
the  N400c  gives  you  modular  wireless  capability  to  access  your  network,  send 
e-mail  or  check  stocks  from  anywhere!  All  at  unbelievable  speed.  Plus,  get  big 
access  from  the  small  iPAQ  Pocket  PC  and  you'll  still  have  room  for  the  Compaq 
microportable  projector  that  fits  in  the  corner  of  your  briefcase. 


INNOVATIVE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 


] 


to  find  out  more  go  to  compaq.com/ma 
or  call  1-800-888-5846 


Compaq  PCs  use  genuine  Microsoft®  Windows® 
www.microsoft.com/piracy/howtotell 

'Wireless  LAN  capability  currently  available;  wireless  WAN/PAN  (Bluetooth*)  projected  availability  beginning  3rd  quarter  2001  'Subject  to  «iireless  network  coverage.®  2001  Compaq  Computer  Corporation.  All  nghts  res 
Compaq  and  the  Compaq  logo  are  registered  trademarks  of  Compaq  Computer  Corporation.  Evo  is  a  trademark  of  Compaq  Information  Technologies  Croup,  LP.  Inspiration  Technology  is  a  trademark  of  Compaq  Infbm 
Technologies  Croup,  LP  in  the  U.S.  and  other  countries  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  cou 
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Ringmeister 

Bernie  Ecclestone  has  used  Formula  One  racing 
to  make  himself — and  many  others — very  rich. 
So  why  is  there  rebellion  in  the  ranks? 
By  Joshua  Levine 

96   Proving  Papa  Wrong 

Most  entrepreneurs  crawl  out  of  poverty.  Not 
Europe's  Stelios  Haji-Ioannou,  a  battling  Greek 
born  to  wealth,  but  tearing  the  old  order  apart. 
By  Richard  C.  Morais 


opportunity  to 
leapfrog.' 


"Ihayeflut 
my  life 
into  this 
sport." 


102  Brewing  Change 

Maria  Aramburuzabala  uses  beer  money  to  take 
Mexico  digital.  By  Monica  Showalter 

104  Celtic  Cliarm 

Terry  Matthews  knew  how  to  get  in — and  out — of 
telecom  at  the  right  time.  By  Christopher  Heltnan 

106  One-Man  Restructuring  Act 

Tadashi  Yanai  streamlines  Japan.  By  Benjamin  Fulford 

108  The  Next  Big  Bet 

Andre  Kudelski  takes  on  Murdoch.  By  John  Pitman 

110  The  World's  Richest  People 
70    Ringing  Up  Change 

Forget  about  cash  registers  —  NCR's  future  is  in  data 
warehouses.  By  Paul  Klebnikov 

146  Mad  Tax  Party 

Taxes  get  curiouser  and  curiouser.  By  Janet  Novack 

164  Going  Topless 

Two  new  hair-touslers  from  BMW  and  Lexus  breathe 
life  back  into  convertibles.  By  John  Turrettini 
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LIBERTY  MUTUAL  NURSE  CASE  MANAGER 


INSURANCE  m  ACTION 


BUSINESS      RUTO         HOME  LIFE 


Through  proven  recovery 
programs,  our  experienced 
Nurse  Case  Managers  helped 
save  customers  nearly 
700,000  disability  days  last 
year  alone. 

Help  your  company  train 
employees  regarding 
their  responsibility 
to  report  workers 
compensation  claims. 

Track  your  company's 
reporting  practices  to 
identify  areas  in  need 
of  improvement. 

Offer  your  employees 
claims  reporting 
services  24  hours  a 
day,  365  days  a  year. 


Liberty 
Mutual 


W  Go  ahead,  give  me  your  worst.  Back  pain. 
Broken  bones.  Whatever  injury  an  employee 
suffers,  nothing  will  stop  me  from  getting  them 
back  on  the  job  as  safely  and  quickly  as  possible. 
By  coordinating  the  doctors,  employer  and  the 
injured  worker,  I  keep  the  recovery  process 
moving.  And  being  a  Registered  Nurse  with  28 
years  of  experience  helps  me  know  just  what 
an  injured  employee  needs,  from  medical  care  to 
rehabilitation.  Because  when  it  comes  to  my 
job,  the  more  pain  I  can  deal  with,  the  better 
everyone  feels.  // 


CALL  OUR  BUSINESS  E 


AND  START  LIVING  A  SAFE 
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Quotes  &  Research 

1.  Eriter  Company  or  fund 

[symbol 

2.  Choose  from:  

[-  Quote  2^  ▼ 

Detailed  quotes  and  financial 
information  on  thousands  of 
stocks  and  mutual  funds. 


People  Tracker 

Keep  up  with  the  world's  billion- 
aires and  the  doings  of  execu- 
tives in  your  own  industry. 


Billionaires  to  Go! 

Download  the  entire  2001 
billionaires  list  in  easy-to-read 
Adobe  Acrobat  PDF  format. 
Available  to  registered 
Forbes.com  users  for  no  charge. 

Lifestyle 

City  Guide:  Paris 

The  best  restaurants,  hotels, 
shops  and  nightlife  in  the 
world's  most  stylish  city. 


Jungle  Luxury 
Going  on  safari  at  South 
Africa's  Royal  Malewane  Lodge 
means  roughing  it  in  style. 
Best  Summer  Skiing 
From  the  Alps  to  the  Andes, 
just  because  it's  summer 
there's  no  need  to  put  away 
your  skis. 


Miuccia  Prada-  to  riches  from  rags. 


7.09.01 

Fashionably  Rich 

Davide  Dukcevich 

Geek  chic,  that  blend  of  rumpled  blue  Oxford  cloth  shirts, 
$10  haircuts  and  khakis,  is  looking  as  dated  as  a  multibil- 

lion-dollar  valuation 
on  a  telecom  startup. 
Smart  execs  are  but- 
toning down  again 
and  well-managed 
fashion  brands  are 
hot:  This  year  five 
new  fashion  moguls 
join  the  billionaire 
ranks,  increasing 
their  number  to  20. 

Just  how  hot  is 
fashion?  Despite  a 
miserable  IPO  climate,  Amancio  Ortega,  the  camera-shy 
founder  of  Spain's  Inditex  (owner  of  the  Zara  brand)  took 
his  empire  public  in  May  and  saw  its  shares  pop  nearly 
23%  on  the  first  day.  Ortega's  stake  is  worth  $6.6  billion. 
Fellow  newbie  billionaire  Miuccia  Prada  ($1.4  billion)  is 
expected  to  follow  suit  this  fall.  Point  your  browser  to 
www.forbes.com/fashion  for  our  exclusive  photo  essay  on 
fashion's  new  aristocracy. 

Russian  Gushers 

Arlk  Hesseldahl 

Fueled  by  rising  worldwide  energy  prices,  black-gold 
billionaires  are  seeing  a  surge  in  profits.  The  fortunes 
of  33  billionaires,  worth  a  combined  $69.6  billion, 
had  their  origins  in  oil  or  natural  gas.  Russia  now 
can  count  8  energy  kingpins,  including  4  billionaire 
debutants:  Gazprom's  Viktor  Chernomyrdin, 
Vladimir  Bogdanov  of  OAO  Surgut- 
neftegaz,  Alfa  Group's  Mikhail 
Fridman  and  "oil  and  aluminum  ex- 
ecutive turned  regional  politician" 
Roman  Abramovich.  Full  coverage 
of  Russia's  energy  elite  at 
www.forbes.com/russianenergy.        Vladimir  Bogdanov 
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Tri__.|^^_  I  For  links  to  all  articles  cited  on  this  page,  visit  us 
I  at  www.forbes.com/contenfs 


The  World's  Billionaires 
Who  is  the  richest  man  in 
India?  How  many  technology 
billionaires  are  left  standing? 
Sort  the  2001  billionaire  list  by 
name,  country  or  industry  at 
Forbes.com.  Complete 
information  on  the  world's 
wealthiest,  including  more 
than  500  biographies  of  the 
megarich  not  included  in  this 
year's  magazine. 
Photo  Essays 
What  does  a  billion  dollars 
look  like?  Dial  up  our  exclu- 
sive photo  coverage  on  the  15 
richest  people  in  the  world. 
Find  out  who  made  our  list  for 
the  first  time  last  year  and  fell 
off  this  year,  and  use  our 
interactive  maps  to  navigate 
among  46  countries  and  538 
billionaires. 
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The  R505.  Powerful,  portable,  versatile. 
Is  it  possible  to  fall  in  love  with  an  inanimate  object? 


I"  thin,  3-75-lb.,  850  MHz'  super-fast,  super-slim  notebook  megastar.  IHHH 
Centerfold  material,  yes  But  smart  too.  Models  starting  at  $2  299 


With  the  optional  wafer-thin  SlimDock"^  docking  station,  the  R505 
becomes  an  all-in-one,  3-drive  notebook  in  seconds  with  CD-RW/DVD 
combo  and  floppy  drive.  This  Is  true  love  after  all,  not 
some  high  school  crush.  SIlmDock  station  starting  at  ^399 
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f  and  get  a  free  wireless  modem  from  CoAmerica.* 

sign  a  2-year  contract  with  GoAmenco's  wireless  Internet  service. 

ur  local  retailer  or  www.sony.com/vaio  today.  To  buy  now,  call  i-888-46l-VAIO. 


Sony  PCs  use  genuine  Microsoft"'  Windows'", 
vww.microsoft.com/piracy/howtotell 
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Imagine  a  world 
where  health  problems  are  prevented 
before  they  even  start. 

Why  do  the  Japanese  have  1/8 

the  incidence  of  prostate  cancer  and 

fewer  symptoms  of  menopause? 

Is  it  a  diet  rich  in  soy? 


ADM  is  finding  out  and  creating 
i     natural  supplements  called  nutraceuticals. 

i 

So  everyone- every where-benef its 
from  foods  that  promote  good  heu 


ADM 

THE  NATURE  OF  WHAT'S  TO  C( 


BROADBAND  ISN'T  BROADBAND  WITHOUT  ADC. 


re  one  company  indispensable  to  broadband  because  It  enables  you  to  deliver  on  time?  Without  a  doubt,  the 
ADC,  The  Broadband  Company.  Our  unyielding  commitment  to  consistently  honoring  delivery  and  service 
hat  separates  us  from  the  competition.  But  this  alone  wouldn't  be  enough  without  our  best-of-breed 
t,  software  and  services.  Combined,  these  allow  us  to  help  you  achieve  superior  performance  in  the  areas 
a!  to  your  livelihood:  revenue  generation  and  shareholder  return.  Both  of  which  will  be  maximized  with  your 
ully  operational  by  the  projected  date  to  market.  For  that  reason,  no  matter  what  your  needs,  no  matter  how 
'our  problems,  we  will  deliver  for  you.  On  time.  Online.  On  the  money.  Contact:  (US)  1.800.366.3891  x63000, 
le)  +1.952.946.3000,  or  www.adc.com/broadband 
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SIDE  LINES 


The  Toilet  Totalitarians  The  social  engineers  who  toe  I 

over  your  bathroom  a  few  years  ago  are  now  aiming  to  expar 
their  conquest.  They  are  moving  on  to  your  laundry  and  yoi 
bedroom.  Daniel  Fisher  tells  the  sorry  tale  on  page  64. 

Appliance  standards  going  into  effect  under  George  Bu: 
will  compel  Americans  to  buy  washing  machines  and  a 
conditioners  that  cost  considerably  more  than  the  applianc 
people  would  select  if  given  free  choice.  There  seems  to  be 
family  tradition  here.  In  1992  his  dirigiste  father  signed  t! 
bill  that  regulates  the  design  of  toilets,  faucets  and  showe 
heads.  That's  why  toilets  don't  work  anymore.  They  aren't ; 
lowed  to  use  more  than  1.6  gallons  per  flush. 

The  premise  behind  all  these  enactments  is  that  there  i: 
complex  tradeoff  to  be  made  involving  an  appliance's  co 
performance  and  efficiency,  and  that  consumers  are  too  st 
pid  to  make  it.  Instead,  that  paragon  of  efficiency,  the  fedei 
government,  will  make  it  for  us. 

But  are  consumers 
really  so  foolish  when 
they  spend  their  own 
money?  Peter  Van- 
Doren,  the  economist 
who  edits  Regulation 
magazine,  has  noted 
that  the  country  went 
through  a  similar 
paroxysm  of  efficiency 
mandates  and  subsi- 
dies in  reaction  to  the 
1979  oil  crisis,  only  to 

see  the  price  of  oil  collapse  in  the  following  decade.  Perh 
the  discounted-cash-flow  models  used  by  John  Q.  Public 
sounder  than  the  ones  used  by  the  Department  of  Energy 

We  consumers  have  our  reasons  for  the  choices  we  ma 
I  bought  a  4,600-pound  Buick  specifically  so  that,  if  a  Voi 
driven  by  some  daydreaming  environmentalist  wanders  o 
the  center  Line,  I  wiU  survive  the  impact.  I'm  paying  for 
gas.  What  business  is  it  of  the  government  how  I  use  it?  I  \ 
happily  pay  a  fee  for  every  pound  of  carbon  I  discharge  ii 
the  atmosphere,  if  the  government  will  simply  repeal  all 
fiiel-economy  standards  and  gas-guzzler  taxes. 

Now  I'm  looking  for  a  pre-Bush  toilet,  one  that  uses 
gallons  but  works  on  the  first  try.  These  things  are  said  to 
available  on  the  black.market.  My  interest  is  strictly  envin 
mental.  If  I  buy  a  new  one  at  Home  Depot,  it  will  have  to 
flushed  four  times,  and  I  would  be  devastated  to  see  all  t 
water  being  wasted. 


EDIT 
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ybe  it's  an  urban  legend,  but  it's  based  on  fact.  Chevy  -  Impala®  LS  treats  you  to  exceptional  room,  comfort  and  design.  Add 
il  temperature  controls  and  optional  leather-trimmed  seats  to  Impala's  great  drive,  and  that  can  be  mighty  tempting,  chevy.com 


CHEVY  IMPALA  WE'LL  BE  THERE 
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The  Plane  Truth 

It  is  unusual  that  halfway  through 
2001  FORBES  is  presenting  2000  data 
as  a  current  report  on  the  perfor- 
mance of  the  nation's  major  airlines, 
particularly  when  more  current — and 
more  reliable — Department  of  Trans- 
portation performance  data  was  avail- 
able to  the  research  team  at  FORBES 
("America's  Worst  Airline?"  June  1 1, 
p.  104).  Ironically,  that  data  tells  a 
more  positive  story  about  America 
West  than  that  told  by  FORBES. 

We  have  acknowledged  time  and 
again  that  our  performance  was  not 
satisfactory  during  the  summer  of 
2000,  as  last  year's  performance  data 
indicates.  There  is  no  news  there.  The 
real  news  is  the  dramatic  improve- 
ment that  has  occurred  at  America 
West  since  we  established  an  Opera- 
tional Reliability  Improvement  Plan 
in  August  2000.  Through  the  first 
quarter  of  2001  America  West's  on- 
time  performance  improved  to 
68.7%  compared  with  64.7%  in  the 
same  period  of  2000.  The  percentage 
of  flights  canceled  dropped  to  3% 
from  4.5%,  to  place  America  West 
near  the  top  of  the  industry.  America 
West  also  posted  a  20%  year-over- 
year  improvement  in  mishandled 
baggage,  placing  the  airline  in  the  top 
one-third  of  the  industry.  As  a  result 
of  these  significant  improvements, 
customer  complaints  for  the  quarter 
dropped  50%  compared  with  the 
first  quarter  of  2000. 

Our  customers  have  noticed 
these  improvements  and  have  ap- 


plauded our  efforts,  as  is  evidenced 
by  our  recent  industry-leading  in- 
creases in  load  factor  (the  percentage 
of  available  seats  filled  by  paying  pas- 
sengers). We  look  forward  to  reading 
about  our  much-improved  service  in 
a  future  issue  of  your  magazine. 

W.  DOUGLAS  PARKER 
President 
America  West  Airlines 
Phoenix,  Ariz. 

We  just  read  your  very  good  article 
"America's  Worst  Airline?"  We  have 
the  solution  to  the  problems:  Airline 
executives'  wives  should  be  required 
to  fly  25,000  mUes  in  one  year,  check- 
ing their  bags  and  flying  coach  class 
anonymously.  Then  the  problems 
wlU  all  be  solved  in  one  month. 

BEN  AND  SHIRLEY  ESTES 
Tulsa,  Okla. 

I  have  been  flying  America  West  for 
more  than  a  few  years  and  they  ha\'e 
progressed  to  a  point  where  the  car- 
rier is  my  airline  of  choice.  I  have  not 
experienced  those  problems  which 
you  have  written  of.  The  time  has 
come  to  change  your  views  fi^om  sub- 
jective vmting  to  objective  vmting. 

MARTY  EDELSTEIN 
Vancouver,  Wash 

Your  articles  on  the  airline  industry 
were  excellent,  with  one  exception.  It 
is  outrageous  that  the  airlines  are  al- 
lowed to  offer  the  most  basic  of  ser- 
vices— getting  you  ft^om  point  A  to 
point  B — and  then  fail  at  everything 
else.  You  v^ote  about  locking  up  pas 
sengers — ^why  are  we  not  locking  up 
airline  executives?  The  problem  witl 
aviation  today  is  that  airlines  have  for 
gotten  what  business  they  are  in 
While  I  am  opposed  to  governmen 
regulation,  it  is  clear  these  children  ar^ 
in  need  of  adult  supervision. 

PETER  J.  FLATOV 
Coach,  CoKnowledge,  Im\ 
Fairfield,  Conr.l 


Lucky?  That's  exactly  how  you'll  feel  if  this  is^ 
the  challenge  that  finally  leads  you  to  SAS."  We  ] 
can  bring  together  all  of  your  company^  data,! 
regardless  of  source  or  platform.  Whether  it's 
operational  data,  transactional  data,  Web  data 
-you  name  it-  SAS  can  handle  it.  Without  undue  j 
strain  on  your  internal  resources.  Plus,  with  the  ^ 
analytical  power  of  SAS,  you  can  mine  that  new 
warehouse  of  information  with  uncommon  ease. 
Revealing  insights  into  customer  behavior,  opera- 
tional efficiencies,  even  suppHer  relationships. 
Insights  that  can  have  a  profound  impact  on  your 
company's  agility  and  performance.  Not  to 
mention  your  bottom  line.  To  learn  more,  call 
us  at  800-727-0025.  Qr  stop  bywww.sas.com. 


The  Power  to  Know.. 


THERE'S  AM  ADVANTAGE 
TO  HAVING  THE  NEWEST 


FLEE 


ACTIONAL 


STRY.' 


Wouldn't  you  rather  fly  on  a  new  |et?  Bombardier  Flexiet®  aircraft 
werage  ]vst  25  years  in  service.  and  ev'er'i  one  is  eql'ipped  wtth  ad\  anced 
safetl-  features.  |list  a  few  of  the  m\m  ad\  ant\ges  of  doing  busine,ss  w  ith 

THE  WORLD  LEADER  IN  BUSINESS  A\T..\TION.  FOR  MORE  INFORMATION  ON  FLEX|ET 
FRACTIONAL  OWNERSHIP  \  ISIT  W  W  W.FLEXjET.COM.  OR  CALL  l-«00-FLEX|ET. 


BOMBARDIER  FLEXJSZ 


Source:  Jetnet,  LLC 


BUY  SHELTER  BUY  GOLD 

With  gold  in  your  portfolio  to  reduce  volatility,  you  don't  have  to  make  snap 
decisions  in  turbulent  times.  Gold  is  an  excellent  stabilizer,  with  a  low  to  negative 
correlation  to  stocks  -  an  advantage  other  diversifiers  can't  offer.  So  buy 
gold,  and  buy  the  shelter  you  need  to  wait  out  a  volatile  market. 

FOR  THE  LATEST  IN  INDEPENDENT  RESEARCH,  CONTACT 

THE  WORLD  GOLD  COUNCIL,  A  NOT-FOR-PROFIT  ORGANIZATION. 

tel:  877-243-2001 
web:  www.gold.org 


c  A  u  t  n  d  a  H  T 


Arguing  Over  Arms 

"You've  Got  Bang!"  (June  11,  p.  13t 
cites  grossly  inaccurate  informatio 
that  proponents  of  the  OICW  (Objec 
tive  Individual  Combat  Weapon 
w^ould  have  the  public  and  members  d 
Congress  believe.  Colt's  Manufacturin 
Co.  owns  the  data  rights  to  the  M-l 
rifle  and  we  have  been  making  signif 
cant  improvements  to  this  weapon  sy; 
tem  since  we  first  licensed  it  to  the  U.' 
government  in  1967.  More  visibl 
changes  include  the  handguard,  th 
grip  and  the  rail  system,  but  virtually  a 
of  its  components,  including  its  firin 
system,  have  been  upgraded.  To  say  ths 
the  M-l 6  rifle  has  been  updated  only 
little  since  its  introduction  is  like  sayir 
a  new  Porsche  sports  car  has  bee 
updated  only  a  little  since  it  was  intrc 
duced  in  1968. 

We  are  amazed  that  OICW  propc 
nents  would  have  the  gall  to  say  that 
fully  equipped  M-I6  rifle  with  an  infrare 
scope  and  a  grenade  launcher  cos 
$35,000  and  up.  Less  than  $1,500  to  til 
U.S.  military  is  our  estimate  of  a  full 
equipped  M-16  system  with  an  M-2(! 
grenade  launcher  and  an  Aimpoint  nigl 
vision  scope.  Overall  weight:  10  pounc 
This  compares  to  the  OICW's  $24,0C 
price  tag  and  over  18  pounds  in  weigh 

LT.  GEN.  (RET.)  WILLIAM  M.  KEll 
Chief  Executive  Offic 
Colt's  Manufacturing  C 
Hartford,  Com 

Due  Diligence 

Re:  the  article  on  Denny's  franchise 
Akinola  Olajuwon  ("Recipe  for  D' 
fault,"  May  28,  p.  78).  While  Deloit 
may  share  the  blame,  the  "aggrievec 
parties  should  look  in  the  mirror.  Thi 
didn't  do  their  homework.  It's  increc 
ble  that  someone  who  is  investing  S: 
rnillion  would  not  have  someone  pe 
form  not  only  a  financial  analysis  ar 
review  but  a  physical  inspection  as  we 
JOHN  L.  TALLE> 
Tomball,  Te 
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His  Next  Hit  Taxing  l\/lacliine 

►The  Internal  Revenue  Service  wants  $567,813  in  back  taxes 
from  Britishi  heavy-metal  rocker  Rob  Halford,  49,  former  lead 
singer  of  Judas  Priest.  In  a  U.S.  Tax  Court  lawsuit  Halford  ad- 
mits spending  most  of  1994  to  1997  in  the  U.S.,  but  says  he 
maintained  a  home  in  Walsall,  England,  and  under  a  U.S.- 
U.K.  tax  treaty  wasn't  a  U.S.  resident  for  tax  purposes.  His 
1994  U.S.  return  declared  a  $2,213  loss;  the  IRS  says  he  really 
made  $845,985.  Halford,  famously  controversial  for  sugges- 
tive albums  like  Killing  Machine,  now  tours  the  U.S.  with  a 
new  group  modestly  named  after  himself  — Janet  Novack 

He  Postponed  His  Retirement  for  This? 

►  Demolishuig  the  Honeywell  International  deal  may  be  the 
least  of  what  the  Europeans  have  in  mind  for  General  Electric. 
Antitrust  experts  believe  Mario  Monti,  the  European  Union's  top 


restraint-of-trade  cop,  intends  to  start  an  ill 
vestigation  of  GE  Capital  Aviation  Services — v/hidl 
has  a  huge  $45  billion  in  airplanes  leased  or  cl 
order — hoping  to  prove  it  has  abused  its  ma| 
ket  dominance  and  so  must  be  spun  off 
forced  separation  likely  would  undermine  GeI 
carefully  wrought  tax  planning  and  its  enviabi 
net  profit  margin,  just  as  GE  boss  Jack  Welch  \v  I 
planning  to  exit  in  glory.  — Howard  Ban\ 

The  Firm  Lived  Up  to  Its  Namcj 

►  UnUke  many  dot-com  bosses  who  cash< 
in  when  their  stocks  flew  high,  Jeff  A.  Dachl 
chief  executive  and  cofounder  of  Web  desiJ 
shop  Razorfish,  never  sold  one  share.  He  ev<| 
bought  some  more  as  the  value  of  his  5 
stake  fell  99%  from  $275  million  to  less  th;| 
$2  million.  His  final  reward  for  such  faiti 
Dachis  lost  his  job.  — Tomas  Kellr\ 

A  Yen  for  Bargain  Hunting 

►  In  Japan  Ripplewood  Holdings,  the  busy  U.S. -owned  vultul 
fund  that  made  a  killing  with  its  purchase  of  Long  Term  Cre<| 
Bank  of  Japan,  is  in  talks  with  Hitachi,  Mitsubishi  Electric  and  To 

to  buy  their  troubled  white  goods  or  consumer  goods  divisioil 
The  thinking  at  Ripplewood,  whose  backers  include  ex-Fede  I 
Reserve  Board  head  Paul  Volcker,  is  that  these  famous  branl 
could  yield  huge  profits  if  manufacturing  work  were  outsourcl 
to  elsewhere  in  Asia.  But  will  the  sellers  sign  deals  that  coil 
prompt  big  layoffs  in  Japan?  — Benjamin  Fulfcf 

Try  Using  This  Excuse  With  the  IRS 

►U.S.  Treasury  Department  just  replied  to  our  May  1999  request 
records  of  government-issued  credit  cards  used  by  Robert  Ru| 
and  Lawrence  Summers:  "Due  to  an  administrative  backlog 
your  . . .  request  has  not  yet  been  processed."  — W.Fl 


^  Up  With  Flaxseed  Oil,  Down  With  Flower  Pollen  Concentrate  

Think  federal  income  tax  rules  defy  every  standard  of  logic?  See  how  some  states  apply  their  own  sales  tax  rules. 


IN. 


STATE 

EXEMPT  FROM  SALES  TAX 

SUBJECT  TO  SALES  TAX 

California 

wigs  prescribed  by  a  physician 

orthodontic  devices 

Florida 

special-diet  dog  food  prescribed  by  veterinarian 

regular  dog  food 

Indiana 

embalming,  cremation 

caskets,  wms  ^/^////^ 

Massachusetts 

flaxseed  oU 

flower  pollen  concentrate 

New  York 

sweatbands,  wet  suits 

headbands,  life  vests 

Rhode  Island 

six  or  more  doughnuts  in  a  box 

six  or  more  minidoughnuts  on  a  plastic  t 

Texas 

Ginkgosense  Comprehensive  Brain  Supplement 

Kavamist  Kava  Kava  Dietary  Supplement 

Washington 

nutritional -drink  powder  mix 

vitamins,  dietary  supplements 

West  Virginia 

Wonderful  West  Virginia  magazine 

the  New  Yorker,  the  Washingtonian 
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FEBRUARY  5.  2001  ^ 

Drug  Hit 


SINCE  OUR  COVER  STORY  ON  NOVARTIS, 
the  Basel-based  drug  giant  has  had  a 
wild  ride.  In  May  the  company's 
leukemia  drug  Gleevec  (formerly 
Glivec)  won  approval  from  the  Food  & 
Drug  Administration  in  a  record  two 
and  a  half  months.  The  drug  is  also  a 
promising  treatment  for  rare  forms  of 
stomach  cancer  and  is  being  explored 
as  a  therapy  for  brain,  lung  and 
prostate  tumors. 

News  on  another  potential  Novar- 
tis  blockbuster,  Zelnorm  (previously 
called  Zelmac),  is  not  as  upbeat.  No- 
vartis  decided  to  pull  the  drug,  in- 
tended to  treat  irritable  bowel  syn- 
drome, from  the  European  application 
process  after  a  disagreement  with  regu- 
lators over  the  drug's  cUnical-trial  data. 
Novartis  Chief  Daniel  Vasella  still  gives 
the  drug  an  80%  shot  at  U.S.  approval. 

— Robert  Langreth 

FEBRUARY  5,  2001 

Up  Against 
AWallboard 

FIVE  MONTHS  AGO  WE  REPORTED 
that  value  investors  like  Warren  Buf- 
fett  were  betting  that  shares  of  Chicago 
wallboard  maker  USG  Corp.  could 
withstand  the  onslaught  from  asbestos 
plaintiff  lawyers.  But  since  our  story 


use's  stock  has  plummeted  80%  to  $4, 
and  the  company  announced  in  June 
that  it  would  likely  file  for  bankruptcy 
to  protect  itself  from  growing  asbestos- 
related  liabilities.  Senator  James  Jef- 
fords' defection  from  the  Republican 
party  in  May  struck  a  blow  against 
proposed  federal  legislation  aimed  at 
easing  the  burden  of  asbestos  claims, 
use's  asbestos-related  payout  is  ex- 
pected to  jump  from  $100  million  in 
1999  to  $275  million  this  year. 

— Stephane  Fitch 

FEBRUARY  5.  2001 

The  Painful  Painkiller 

FORBES  WAS  ONE  OF  THE  FIRST  TO  RE- 
port  that  drug  addicts  were  abusing  a 


potent  prescription  painkiller  called 
Oxycontin,  bringing  unwelcome  atten 
tion  to  its  publicity-shy  maker,  closely 
held  Purdue  Pharma.  Since  our  story, 
the  U.S.  Drug  Enforcement  Agency  an 
nounced  its  first-ever  plan  to  crack 
down  on  a  specific  drug  brand,  target 
ing  black  market  dealers  of  Oxycontin 
And  in  June  the  state  of  West  Virginia 
sued  Purdue  Pharma,  claiming  the 
company  encouraged  doctors  to  write 
too  many  prescriptions. 

Stamford,  Conn. -based  Purdue 
running  an  antiabuse  broadcast  cam 
paign  and  last  year  spent  $40  millior 
on  research  for  a  formulation  of  th 
time-release  drug  that  can't  be  readily 
abused.  The  company  says  the  lawsuii 
is  baseless.  — Ian  Zad 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/JUNE  15,  1926 

Courtesy  Capitalism  Some  day  I  would  like  to  write  an  outspoken  article  on  wha 

might  be  called  business  heresies.  Some  of  my  ideas  on  business  practices  are  drastically  different  fror 
those  commonly  accepted.  For  example,  the  now  popular  slogan,  "The  customer  is  always  right,"  is  to  m 
mind  most  pernicious.  I  would  not  dream  of  asking  one  of  my  employees  to  admit  being  at  fault  when  tti 
other  party  clearly  was  the  one  at  fault  To  do  so  would  be  asking  the  employee  to  lie.  I  know  a  clothing  stor 
that  repeatedly  allows  itself  to  be  taken  advantage  of  in  the  matter  of  returning  things  which  have  been  usee 
The  managers  have  told  me  that  this  policy  pays.  Fiddlesticks!  Such  knavery  should  not  be  condoned,  re 
gardless  of  whether  to  do  so  pays  or  not  Nothing  should  be  regarded  as  "good  business"  which  is  not  in  ac 
cordance  with  good  conduct  —B.C.  Forbe 

50  YEARS  AGO  IN  FORBES/JULY  15,  1951 

Golden  Boy  Long  before  official  Washington  downed  its  coffee  one  morning  last  March,  a  thret 
year-old  Plymouth  swung  off  cab-cluttered  Constitution  Avenue,  and  rolled  to  a  stop  under  the  glistenin 
white  Federal  Reserve  building.  Greeting  guards  with  a  shy  smile,  the  bank's  brand  new  Board  Chairman  g 
out  mounted  the  broad  stairs  (two  at  a  time)  to  his  second-story  office,  and  dug  in  to  spike  galloping  infl 
tion.  When  early-riser  William  McChesney  Martin  Jr  strode  up  the  star-studded  steps  of  America's  key  bani 
moneymen  brightened.  Not  one  belittled  his  competence— a  financial  brilliance  which  netted  him  the  Ne 
York  Stock  Exchange  president's  chair  at  32.  One  testifier  called  Truman's  appointment  "like  a  breath 
fresh  air." 

Martin  headed  the  Fed  for  29  years,  longer  than  any  other  chairman.  Man  Greenspan  has  served  for  14  yeai 
35  YEARS  AGO  IN  FORBES/AUGUST  I.  1966 

Marriage  Advice  If  you  are  still  un- 
married at  28,  you  will  have  a  tough  time  advancing 
up  the  executive  ladder,  according  to  Lon  D.  Barton, 
president  of  Cadillac  Associates,  Inc.,  a  Chicago 
executive  placement  service.  He  explained  that  U.S. 
industry,  which  takes  a  keen  if  unofficial  interest  in 
its  executives'  marital  status,  feels  that  marriage 
indicates  maturity.  As  for  divorce,  it  is  frowned  upon  in 
banking,  insurance  companies  and  educational  institutions,  but  not  In  sales  or  engineering.  Ideal 
Barton  explained,  the  young  executive  should  marry  in  his  second  or  third  year  of  training. 


)  U  S  T 
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MEN    S  SOULS 


Spending  Two  Hours  Online 
Looking  /Vr  Car  Insurance 


I 


NTRODUCING  Encompass --a  new  brand  of  insurance  vforiTierly 
known  ar.  CNA  Personal  Insurance  ')  sold  t)n!y  rhrou'^h  Ind}';pi:ndi:n1' 
Inslrance  Agents.  Your  Agent  will  look  through  the  a>any 
options  available  to  find  the  best  one  for  you.  So  you  can  spend  your 
time  doing  something  more  fun.  To  learn  more,  ask  your 
iNDRPIiNDhNT  InsurAjNCE  Agi.NT.  For  the  Agknt  nearest  you,  call 
toll-free  1-866-760-6030  or  visit  o-ncompassi nsurance.com. 


^ EMCOMPASS 

i   .Ni  Si  U  FJ  A  i\J   C  E 


Liberty,  Ji  sticik,  and  RiiALL>  Got>i>  iN.suRAivcfc 


iJUMl  Encompass  Holdings,  LLC.  Encompass  Holdings,  LLC  is  a  subsidiary  of  Allstate  Insurance  Company,  whuh  i .  1 1  u  ■  lusivi-  admin isi  i  mum  oI  rln  | 
homeowners'  insurance  products  issued  through  the  insurance  subsidiaries  of  CNA  Financial  Corporation.  Home  offier  (in  .il;^  i,  IL.  Subject  to  a\.iiljhiht> 
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and  (lualifications. 


BET  YOU'VE  NEVER  HEARD  OF  ANYONE 
CURSING  OUT  AN  ON  BOARD  MASSEUSE. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


Virgin  atlonticf^^ 


ON  YOUR  MIND  

Master  of  Minutiae? 

Treasury  Secretary  Paul  O'Neill  says 
of  course  executives  should  bother  with 
the  little  things.  Some  beg  to  differ. 

MICHAEL  KALQGRIS 

CHIEF  EXECUTIVE,  TRITON  PCS  HOLDINGS 

I  would  disagree  with  [Paul  O'Neill].  I  think  it  would  be  a 
mistake  for  me  to  personally  go  and  manage  something  like 
employee  safety.  You  can't  do  everything.  The  key  role  of  a 
chief  executive  is  to  hire  the  very  best  people  and  then  to  stay 
very  focused  on  taking  care  of  them  by  making  sure,  for  ex- 
ample, that  they  are  paid  right. 

JOHN  ROTH 

CHIEF  EXECUTIVE,  NORTEL  NETWORKS 

It  isn't  so  much  that  I  have  to  manage  the  details,  I  have  to  en- 
sure the  details  are  managed.  I've  got  a  reputation  inside  Nor- 
tel for  taking  an  executive  down  in  detail  two  levels  from 
where  he  expects  to  deal  with  me.  And  he  doesn't  know  where 
and  when  I'm  going  to  do  it.  I  need  to  be  able  to  take  him  to 
the  floor  to  make  sure  he's  close  enough  to  his  business. 

Vision  is  very  important,  because  you  have  to  have  a  path 
where  the  company  is  going  to  go.  But  visions  that  you  don't 
execute  on  are  called  hallucinations.  The  implementation — 
the  execution — is  the  difficult  part.  And  that's  in  the  details. 

MATTHEW  SZULIK 

CHIEF  EXECUTIVE,  RED  HAT 

There  are  many  ways  to  look  at  details.  I  pay  attention  to  the 
rhythm  of  how  our  employees  work.  I  look  for  brightness  in 
their  eyes.  Are  they  engaged?  Is  this  work  challenging  for 
them?  I  also  look  at  how  people  present  themselves  to  the  au- 
dience. Do  they  look  sharp  or  do  they  drag  themselves  about? 
In  a  business  that  is  becoming  casual  it  is  important  that  they 
look  sharp  aU  the  time.  We  are  at  war  here  with  a  company  in 
Redmond,  Wash,  after  all.  We  expect  and  need  everyone's  full 
participation. 

RICHARD  ELLENBERGER 

CHIEF  EXECUTIVE,  BROADWING  (FORMER! Y  CINCINNAn  BELL) 

I  give  my  senior  management  team  as  much  room  as  a  Loran 
positioning  system,  which  is  used  by  ships  and  aircraft.  With 
a  Loran  you  know  where  you  are  within  the  confines  of  a 
grid,  and  a  beep  goes  off  when  you  reach  the  outer  edges  of 
the  box.  Within  the  grid  our  executives  get  a  lot  of  autonomy. 


EDITED  BY  KATAR7YNA  MORFMn 


PAUL  O'NEILL 

SECRETARY  OF  TREASURY  (FORMER  CHAIRMAN  OF  ALCOA) 

Some  people  are  mystified  as  to  why  I  would  bother 
myself  with  anything  that  didn't  rise  to  the  level  of 
global  finance  and  presidential  policymaking. 

I  find  it  odd  to  be  criticized  for  caring  about  the 
health  and  safety  of  the  160,000  people  who  depend  on 
me  for  leadership.  These  commentators  don't  under- 
stand my  notion  of  leadership.  In  a  nutshell  that  no- 
tion is:  Excellence  is  habit. 

At  Alcoa  it  took  us  two  and  a  half  days  to  close  our 
financial  books  on  more  than  300  locations  in  36 
countries.  It  takes  our  government  five  months  to  close 
our  books. 


DAVID  NOVAK 

CHIEF  EXECUTIVE,  TRICON  GLOBAL  RESTAURANTS 

Retail  business  is  a  detail  business.  When  we  have  a  restaurant 
manager  who  is  really  performing,  he  is  managing  details  well — 
making  every  customer  feel  special,  making  sure  the  restaurant 
is  clean,  the  order  is  accurate,  the  speed  is  right.  The  customer 
feels  that  and  they  come  back.  It's  my  role  to  create  leaders  who 
pay  attention  to  details  at  every  level  of  the  organization. 

THOMAS  STEMBERG 

FOUNDER  AND  CHIEF  EXECUTIVE,  STAPLES 

The  only  way  you  get  a  sense  of  the  big  picture  is  through  a  keer 
understanding  of  details.  How  things  play  out  in  the  retail  store 
is  more  important  than  what  a  document  at  headquarters  say; 
is  happening.  So  I  go  shop  the  stores  like  a  customer.  When 
tour  the  stores  I  ask  questions  that  a  customer  would  ask,  likt 
where  can  I  find  printer  cartridge  #6534?  Hopefully  the  sales  rej 
points  me  to  the  two-for-one  counter.  That's  nirvana. 
— Jonathan  Fahey,  Silvia  Sansoni,  Natltan  Vardi  and  Josephine  Le^ 
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The  Ultimate  Home  On  Earth  Is  On  Water 


V-/ 

THE  WORLD 

of  ResidenSea. 
Travel  the  World  Without  Leaving  Home,. 


Five  lavish  floorplans  •  Interiors  by  acclaimed  designers 
Residences  range  in  size  from  1,114  to  3,200  sq  ft  (103.5  to  298  sq  m) 
Only  110  discerning  home  owners  •  Extended  stays  in  exotic  ports 
World-class  dining  •  24-hour  concierge  •  Clinique  La  Prairie  Spa 
75%  of  residences  sold  or  reserved 

Coming  This  December 

Ca/l  today  or  visit  our  website  at  www.residensea.com   Residences  starting  from  $2,000,000 

MIAMI  -  Tel:  305       9090  '  Fax;  305  264  5090  OSLO  -  Tel:  47  22  500  800  •  Fax:  47  22  520  500 

NEW  YORK  ■  Tel:  212  332  1660  •  Fax:  212  332  1663  LONDON  -  Tel:  44  20  7408  5520  •  Fax:  44  20  7408  5501 

LOS  ANGELES  -  Tel:  310  887  7090  •  Fax:  310  887  7087 

Residence  depicted  designed  by  JP  Molyrwux  Studio 

The  purchase  of  a  Residence  is  subject  to  an  exemption  or  exclusion  from  or  qualification  under  securities  registration 
laws  and  the  terms  and  conditions  of  the  applicable  sales  agreements.  Void  where  prohibited  by  law. 


Sit  hack  in  your  bolstered,  leather-trimmed  seat  and  enjoy  the  performance  of  the  n 
225 -horsepower  3.2CL.  And  the  power  of  its  custom  six  speaker  Acura  / Bost  Music  Sysi 
with  in-dash  6-disc  CD  changer.  If  you  listen  to  it  in  the  260-hp  CL  Type  S,  you  co 
actually  leave  the  rest  of  the  world  behind  even  sooner.    The       3  .  2    C    L  .  ®ACURJ 

Aculo,  CL  and  Type  S  arc  trariiniiirks  of  Honda  Molnr  Co.,  Ltd.  Boso®  is  a  rt;gis(eied  Irademiuk  of  Hose  Coiporation.  Please  fasten  your  seal  bell.  ©2000  Acura  Division  of  American  Honda  M.n.ir  C< 
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FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


MUST  THE  POUND  PERISH? 


IF  BRITAIN  PRIZES  ITS  PROSPERITY  AND  POLITICAL  INDEPEN- 
dence,  it  should  not  dump  the  pound  and  replace  it  with  the 
euro.  It  was  Margaret  Thatcher's  ejrtraordinary  reforms — deep 
tax  cuts,  low  inflation,  privatizing  government-controlled  com- 
panies and  public  housing,  and  labor  law  reform — ^that  turned 
this  Sceptered  Isle  from  being  Europe's  perennial  sick  man  into 
its  (along  with  Ireland)  economic  powerhouse.  Shifting  to  the 
euro  would  start  to  undermine  those  achievements  and  ulti- 
ately  make  Britain  similar  to  a  French  provincial  department, 
e  euro  versus  pound  debate  is  not  just  about  a  common  cur- 
ency  among  major  trading  partners;  it 
iS  about  controlling  one's  ovm  destiny. 

e  European  Union  long  ago  moved 
way  from  being  merely  a  free-trade  as- 
ociation.  Its  advocates  clearly  want  a 
olitical  union,  with  major  decisions 
>eing  made  by  Brussels-based  bureau- 
rats.  Want  to  cut  taxes?  Forget  it.  Want 
;4|o  enact  labor  reforms?  No  dice. 

Germany  has  made  clear  what 
ind  of  EU  it  envisions — a  bigger  ver- 
lon  of  its  own  federalism.  Unlike  the 
Imerican  brand,  German  federalism 
''as  the  central  government  making  the  decisions,  and  the  states 
re  administrative  conveniences  that  carry  them  out.  French 
i  remier  Lionel  Jospin  recendy  elucidated  the  EU's  position  in  a 
eech  criticizing  countries  (read  Ireland  and  Britain)  that  have 
latively  low  taxes.  He  called  for  tax  harmonization — a  Euro- 
:an  euphemism  for  German/French-style  excessive  taxation. 


Blair  wants  "cool  Britannia' 
Brits  should  say  no. 


The  European  Commission  has  been  warning  Italy's  new  gov- 
ernment not  to  substantially  reduce  tax  burdens,  and  Ireland 
remains  a  repeated  target  of  its  admonitions  against  low  levies. 

Britain's  legal  system  is  based  on  common  law.  The  EU  is 
already  moving  to  force  its  members  to  have  a  Continental-style 
system,  wherein  British-style  individual  rights  would  be  given 
short  shrift.  The  EU's  top-down,  high-handed  agenda  is  already 
stirring  doubts.  Concerns  over  political  control  pushed  Den- 
mark to  reject  the  euro  last  year.  Ireland,  which  has  benefited 
enormously  fi  om  EU  economic  ties,  turned  down  a  treaty  con- 
cerning EU  expansion  in  a  recent  ref- 
erendum. The  treaty  wasn't  the  prob- 
lem, it  was  the  fear  of  losing  basic 
powers  to  Continental  bureaucrats. 

British  Prime  Minister  Tony  Blafr 
will  try  to  create  the  impression  that 
dumping  the  pound  is  necessary  for 
Britain  to  have  a  vibrant  future.  He's 
wrong.  If  London  concludes  that  the 
pound  should  mimic  the  euro,  it  can 
set  monetary  policy  to  make  that  hap- 
pen. But  that  doesn't  mean  the  pound 
must  go  the  way  of  the  dinosaur. 
The  European  Union  is  very  different  from  the  North 
American  Free  Trade  Agreement.  Nafta  is  about  reducing  trade 
barriers;  the  EU  is  about  creating  a  bureaucratic  superstate. 
Britain  and  Ireland  should  be  looking  to  tie  into  a  cross- 
Adantic  Nafta,  which  might  push  the  EU  in  a  more  Nafta-Uke 
direction.  Will  the  Bush  Administration  seize  this  opportunity? 


to  go  with  the  euro. 


DISGRACEFUL  DELAY 


)NGRESS  AND  THE  ADMEvflSTRAHON  SHOULD  REFORM  OUR  Dsf- 
jingly  glacial,  unnecessarily  intrusive  nominating/confirma- 
m  process  for  would-be  government  officials.  More  than  1,000 
jDsitions  are  subject  to  Senate  confirmation,  including  494  "top" 
icials,  as  well  as  appointments  to  part-time  advisory  boards. 
The  process  is  becoming  a  Kzfkaesqud Saturday  Night  Live 
icamre.  For  starters,  nominees  must  fill  out  intrusive,  night- 
rish  forms  with  200-plus  questions.  Congressional  commit- 
often  demand  additional  information.  Among  the  simpler 
luests  is  to  list  all  trips  to  foreign  countries  in  the  last  seven 
rs.  The  FBI  must  conduct  a  background  search  on  virtually 
[nominees,  almost  as  if  they  were  candidates  to  head  tlie  CIA. 
No  wonder  only  24%  of  the  Administration's  top  officials 
^e  been  confirmed.  Only  12  officials  in  the  Defense  De- 


partment have  cleared  all  the  hurdles.  It  took  less  than  three 
months  to  staff  the  Kennedy  Administration.  George  W  Bush 
will  be  lucky  to  have  his  fuU  team  on  board  by  Christmas. 

Sensible  changes  in  this  process  are  long  overdue.  FBI 
checks  were  appropriate  during  the  Cold  War,  and  there  re- 
mains a  need  for  such  checks  for  truly  key  officials,  particularly 
at  State,  Defense  and  Intelligence.  But  for  an  assistant  deputy 
housing  secretary?  The  number  of  positions  currently  requir- 
ing confirmation  could  certauily  be  pared  down  without  harm- 
ing the  Republic.  The  questionnaires  and  information  requests 
can  be  easily  streamlined.  Incredibly,  in  these  processes  agencies 
do  not  share  information,  causing  further  delays.  For  non-Cab- 
inet-level  secretaries,  the  Senate  should  have  to  hold  confirma- 
tion hearings  within,  say,  60  days  of  receiving  a  nomination. 
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COMPLETE  THIS  JOB 


LAST  YEAR,  WITH  MUCH  HOOPLA,  WASHINGTON  ELIMINATED 
the  ferocious  penalty  that  chopped  Social  Security  benefits 
for  seniors  age  65  and  older  who  continued  to  work.  But 
Congress  forgot  to  end  this  Great  De- 
pression relic  for  workers  who  take  early 
retirement  between  ages  62  and  64. 
These  folks  still  lose  50  cents  of  every 
Social  Security  dollar  they're  supposed 
to  get  for  every  dollar  they  earn  above 
$10,680  a  year.  This  earnings  cap  is 
below  what  a  minimum  wage  job  would 
pay.  It's  no  surprise  that  most  seniors 
keep  their  earnings  under  $10,000  to 
avoid  the  penalty. 

What  a  waste  of  energy  and  talent, 
especially  in  an  era  when  longevity  is 
increasing  and  people's  potential  work 
lives  are  expanding.  As  Merrill  Matthews  of  the  Institute  for 
Policy  Innovation  puts  it,  "Seniors  should  not  be  punished 
for  making  money  and  contributing  to  society,  especially  if 


For  Pete's  sake,  don't  discriminate  against 
early  retirees,  says  Sessions. 


Congress  is  concerned  that  seniors  struggle  to  afford  pre 
scription  drugs."  Remember,  those  on  Social  Security  whql 
continue  to  work  continue  to  pay  income  and  payroll  taxes. 
The  government  actually  gains  revn 
enue.  More  important,  older  Ameri- 
cans should  have  full  freedom  to  stay  in 
the  work  force  if  they  so  choose.  The 
situation  is  only  going  to  get  worse  a 
the  retirement  age  for  receiving  full  So 
cial  Security  benefits  is  gradually  raisec 
from  65  to  67. 

Earnings  caps  were  enacted  in  th« 
1930s  to  drive  seniors  out  of  the  worl^ 
force,  theoretically  opening  up  job 
for  younger  people,  who  supposedly 
needed  the  work  more  than  did  those  ir 
their  twilight  years.  Representative  Pete 
Sessions  (R-Tex.)  has  introduced  a  bill  to  eliminate  the  earn 
ings  test  for  early  retirees.  Congress  should  complete  the  jol 
it  thought  it  had  done  last  year. 


IMAGINE-A  BARGAIN  FROM  UNCLE  SAM 


THE  TREASURY  DEPARTMENT  IS  OFFERING  A  GREAT  DEAL  FOR 
safety-minded  investors:  Series  I  savings  bonds,  first  issued 
in  the  fall  of  1998. 1  Bonds  are  sold  at  face  value  with  interest 
indexed  for  inflation.  The  current  yield  is  5.92%,  a  signifi- 
cantly higher  rate  than  that  paid  on  the  popular  EE  series  and 
juicier  than  interest  currently  earned  on  publicly  traded 
Treasury  debt. 

Denominations  range  from  $50  to  $10,000.  You  can  buy  a 
maximum  of  $30,000  worth  each  year.  Like  other  savings 
bonds,  I  Bonds  are  exempt  from  state  and  local  income  taxes. 
And  federal  income  taxes  are  deferred  until  you  redeem  them. 
They  are  issued  with  a  fixed,  guaranteed  rate  of  interest  (cur- 
rently 3%).  Every  six  months  your  bonds  are  credited  with 
the  fixed  rate  plus  the  rate  of  inflation  as  determined  by  the 
Consumer  Price  Index  for  All  Urban  Consumers  (CPI-U). 


These  securities  are  liquid.  You  can  cash  them  in  at  an; 
time  once  six  months  have  elapsed,  although  there  is  a  threel 
month  earnings  penalty  if  they're  redeemed  within  the  firs 
five  years.  The  nice  thing  about  I  Bonds  is  that,  unlike  mar) 
ket-traded  bonds,  your  principal  is  absolutely  steady — it  doei 
not  fluctuate  with  the  level  of  interest  rates.  Moreover,  al 
with  other  savings  bonds,  you  don't  get  hit  with  commis 
sions  or  hurt  by  spreads  as  you  do  with  normal  Treasur 
debt.  I  Bonds  are  fully  backed  by  the  federal  government 
you  qualify,  you  can  use  the  interest  earned  on  these  securi 
ties  to  pay  tuition  and  fees  at  eligible  colleges  and  universitie 

The  Treasury  Department  is  making  noises  that  its  regu 
lar  inflation-adjusted  bonds  may  go  the  way  of  the  dodo. 
Bonds  may  meet  the  same  fate.  So  take  a  serious  look  now  £ 
this  unusually  generous  offering  from  Uncle  Sam. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Solcra-216  East  53rd  St.  (Tel.:  644-1166).  Charmmg  and 
friendly  upscale  Midtown  Spanish  restaurant.  The  spicy  fried 
calamari  and  the  tapas  are  wonderful.  If  you're  adventurous, 
try  Spanish  "caviar"  (anguilas — baby  eels).  The  seared  basil- 
topped  grouper  is  delicious,  as  are  the  elaborate  paellas. 

Rothmann's-3  East  54th  St.  (Tel.:  319-5500).  Comfortable, 
luxurious  steak  house  with  professional  service.  But  A+ 
prices  in  an  A-h  environment  should  not  come  w^ith  C+  fare. 
None  of  the  "Wow^!"  quality  you  expect  to  find  here — and  do 
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at  Sparks  and  other  steak  houses  in  the  city. 
•  SwccH^TartCafe-20  Mott  St.,  near  Pell  St.  (Tel.:  964-0380 
It's  not  pretty;  it's  big  and  noisy,  and  the  waiters  speed  around ; 
a  breakneck  pace.  Yet  it's  clean,  cheerful  and  child-friendly,  pre 
ducing  delectable  treats.  Suggestions:  the  special  "paper  ca^ 
seroles,"  especially  one  that  combines  squid,  chicken  and  scalloi 
with  rice;  sublime  steamed  shrimp  dumplings;  and  the  most  ii 
triguing  and  unique  Chinese  desserts.  Try  the  sticky  rice  ball  co' 
ered  in  coconut,  encasing  white  chocolate  and  a  hazelnut. 


In  a  blind  laste  test,  the  Beverage  Testing  Institute 
I'l  Chicago  sampled  seven  Cosmopolitans,  each 
made  with  a  recipe  of  Cointreau,"  cranberry  juice, 
and  the  leading  premium  and  ultra-premium 
vodkas.  After  careful  consideration,  all  judges 
chose  the  Cosmopolitan  made  with  Grey  Goose' 
Vodka  L'Orange,  the  best  tasting  vodka  in  die 
world  with  a  whisper  of  orange.  Imported  from 
France,  L'Orange  is  a  blend  of  choice  grains  and 
naturally  filtered  mineral  water  infused  with  the 
oosevodka.com   sweetness  of  succulent  oranges. 


Rank 

\'odka  Cosmopolitans 

Country 

1st 

Grey  Goose  \nJka  l.'Draiigc 

France 

'^Aiviiiaric  Liinis  iiou-.  Lush,  smooth 

tnoiiih-feel.  Robust,  luiiimil  orange 

flavors  . . .  Long  ei;ol:-w^  fini^li. 

Very  refreshing  and  liitildy  drinkable' 

2nd 

Grey  Goose"  Vodka 

France 

.3rd 

Belvedere 

Poland 

4th 

Ketel  One 

Holland 

Mh 

Stiilichnaya  Gold 

Russia 

6th 

Absolut 

Sweden 

7th 

Absolut  Mandrin 

Sweden 

^4EY  GOOSE 


TEST  YOUR  MARKET  IQ 


HOW  MANY  COMPANIES  ARE  THERE 
IN  THE  S&P  MIDCAP  400? 


Fees  and  expenses  will  reduce  the  performance  of  the  MidCap  SPOR  Trust  as  compared  to  the  S&P  IVIidCap  400  Index.  For  more  com| 
information  and  a  prospectus,  including  potential  risks,  on  MidCap  SPDRs,  call  1-800-THE  AMEX  or  visit  www.amex.com.  Read  the  prospt 
carefully  before  you  invest. 

MidCap  SPORs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  th 
investor's  shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  rea 

ALPS  Distributors.  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Poa 
■  S&R-"  '  S&P  MidCap  400," "  "Standard  &  Poors  Depositary  Receipts-  '  and  "MidCap  SPDRs'"";  are  trademarks  of  The  McGraw-Hill  Compa 
Inc..  and  have  been  licensed  for  use  by  PDR  Services  LLC  and  The  American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endq 
sold  or  promoted  by  S&R  a  division  of  The  McGraw-Hill  Companies,  Inc.,  and  S&P  makes  no  representation  regarding  the  advisability  of  invej 
in  MidCap  SPDRs.  ©  2001  The  American  Stock  Exchange.  | 


• If  you  guessed  four  hundred, 
MidCap  Spiders  should  be 
an  easy  decision  for  you. 


If  you're  pondering  the  different  ways  of  investing 
in  midcap  companies,  put  your  brain  at  ease. 
MidCap  Spiders  are  tfie  best  parts  of  a  stocl<  and 
a  mutual  fund  in  one.  Eacfi  sfiare  you  buy  is  a 
portion  of  the  whole  basket  of  S&P  MidCap  400™ 
stocks,  just  like  a  traditional  index  fund.  And  with 
Spiders,  the  management  fees  are  very  low.  You 
buy  and  sell  MidCap  Spiders  through  your  broker, 
paying  ordinary  commissions.  And  they  trade  all 
day  like  stocks,  allowing  you  to  sell  anytime 
without  a  penalty.  MidCap  Spiders  (MDY)  are 
one  of  100  different  Exchange  Traded  Funds  listed 
on  The  American  Stock  Exchange.  So  you  can  be 
smart  in  lots  of  different  ways.  Talk  to  your  broker 
or  financial  advisor.  Or  to  get  more  details  call 
1-800-THE  AMEX  or  visit  www.amex.com. 


MidCap 


Listed  on 
The  American 
Stock  Exchange® 


OTHER  COMMENTS 


Those  who  expect  to  reap  the  blessings  of  freedom  must,  like  men, 
undergo  the  fatigues  of  supporting  it. 


-THOMAS  PAINE 


Fickle  When  you  listen  to  the  arguments  of  the  Tom  Daschles 
and  the  Dick  Gephardts,  there  is  always  a  reason  not  to  cut  taxes. 
In  the  1980s  we  couldn't  cut  taxes  because  we  had  deficits.  In  the 
1990s  we  couldn't  because  the  surplus  wasn't  big  enough.  Then 
it  was  because  the  economy  was  too  strong;  we  would  overheat 
the  economy.  Every  Democrat,  if  he's  a  good  Keynesian,  should 
favor  a  tax  cut  now.  The  economy's  in  the  dumpster.  We've  got 
extra  money.  Where  are  the  Keynesians  when  we  need  them? 
But  no,  they're  even  arguing  against  their  own  orthodoxy. 

—STEPHEN  MOORE,  president, 
Club  for  Growth,  Limbaugh  Letter 

Wasted  Talent  The  presidential  appointment  process 
was  one  of  the  great  inventions  of  American  political  genius. 
Early  on  we  rejected  the  notion  that  government  was  best  left  to 
a  governing  class.  For  much  of  our  history  men  and  women  set 
aside  their  private  pursuits,  often  at  great  financial  sacrifice,  to 
lend  their  talents  to  the  service  of  their  country.  Transitions 
were  swift  and  smooth:  The  White  House  called,  the  candidate 
accepted  the  job,  he  was  at  work  in  Washington  a  few  weeks 
later.  These  days  our  appointments  process  is  hostile  and  aUen 
to  the  very  Americans  we  would  like  to  have  in  public  service. 
We  [now]  have  a  process  that  relies  heavily  on  the  Washington 
community  and  on  people  already  in  the  government  or  lobby- 
ing the  government  as  its  major  source  of  personnel.  From 
1932-1964,  barely  a  quarter  of  presidential  appointees  were 
working  in  the  Washington  area  at  the  time  of  their  appoint- 
ment. In  the  last  three  administrations,  the  number  of  ap- 
pointees from  the  area  was  nearly  60%.  We  have  come  per- 
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ilously  close  now  to  relying  on  the  very  governing  class  that  our 
Founders  and  most  previous  generations  of  Americans  rejected. 
— G.  CALVIN  MACKENZIE,  professor,  Colby  College 

Perpetuating  Poverty  The  Social  Security  earnings 
limit  penalizes  retirees  who  earn  more  income  than  a  govern- 
ment-set figure  by  withholding  a  portion  of  their  Social  Secu- 
rity benefits.  Policymakers  have  always  known  that  the  earn- 
ings limit  was  a  disincentive  to  work;  that's  why  they  included 
it  in  the  original  Social  Security  legislation.  However,  two  fac- 
tors have  reduced  support  for  the  earnings  limit.  With  unem- 
ployment at  record  low  levels  and  employers  scrambling  to  fill 
positions,  it  makes  no  social  or  economic  sense  to  discourage 
seniors  from  working.  In  addition,  many  seniors  cannot  live 
off  their  Social  Security  benefits,  even  if  they  also  collect  a 
small  pension.  They  need  or  want  to  work  and  penalizing 
them  for  doing  so,  in  effect,  condemns  them  to  poverty. 

— MERRILL  MATTHEWS  IR. 
Institute  for  Policy  Innovation 

Save  the  Pound  Too  many  powers  have  already  passed! 
fi-om  our  Parliament  to  the  bureaucracy  in  Brussels.  We  must  gel 
them  back.  Above  all,  we  must  keep  the  pound.  A  country  which 
loses  the  power  to  issue  its  ovm  currency  has  given  up  the  powei 
to  govern  itself.  Such  a  country  is  no  longer  fi-ee.  And  neither  is 
it  truly  democratic — for  its  people  can  no  longer  determins 
their  own  future  in  national  elections.  To  surrender  the  pound! 
to  surrender  our  power  of  self-government,  would  betray  all 
that  past  generations  down  the  ages  lived  and  died  to  defend. 

— MARGARET  THATCHEfi 

Cheesy  France,  whatever  else,  claims  for  itself  the  title  of  the  I 
world's  most  sophisticated  nation.  Last  month,  it  abdicated.  Th< 
moment,  for  all  the  world  to  see,  came  late  in  the  third  set  of  th« 
French  Open  women's  final  between  Jennifer  Capriati  and  Kim 
Clijsters.  With  the  score. at  10  games  to  9,  vsdth  both  womer 
seated  in  the  changeover,  at  the  sport's  pogit  of  combat  that  Borii 
Becker  described  as  "no  longer  about  tennis  but  something  else,' 
the  French  sophisticates  witnessing  this  extraordinary  match  de- 
cided to  perform — tlie  Wave.  Misses  Capriati  and  Clijsters  stooc 
at  the  baseline,  agog  in  disbelief,  waiting  for  the  "wave"  to  sii 
down  so  they  could  continue  their  epic.  It  was,  without  queS' 
tion,  the  cheesiest  display  (as  in  Velveeta,  not  Camembert)  oi 
behavior  by  a  sports  audience  anywhere  in  recent  memory. , 

— Wall  Street  Journal  it 

i 
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But  even  for  a  company  with  the  resources  of  IBM  -  which  has 
helped  plan,  build  and  design  e-business  solutions  for  thousands  of 
companies  around  the  world  -  there  are  problems  too  complex  to 
handle  alone.  So  IBM  is  working  with  some  of  the  most  successful 
companies  in  e-business,  in  alliances  designed  to  leverage  the  best 
of  both  companies. 

Our  alliance  partners  bring  application  software  expertise. 
We  bring  thousands  of  business  and  industry  consultants,  the 
experience  of  over  20,000  successful  e-business  engagements  and 
a  truly  global  reach.  Together  we  offer  better  solutions,  greater 
choice  and  faster  turnaround. 


Customers  now 

have  more  choices  than  ever.  Keeping  customers  loyal  means 
giving  them  the  freedom  to  do  business  on  their  terms  -  to  order, 
query,  confirm  or  try  new  options.  And  the  key  is  delivering  the 
information  they  need,  at  every  point  of  contact  -  phone,  Web, 
e-mail  or  face  to  face.  Integrated  solutions  from  IBM  and  Siebel 
Systems®  can  make  this  happen. 

It's  not  a  one-way  street.  When  information  is  shared  across 
your  company  you  get  a  clearer  picture  of  your  customers'  buying 
patterns,  needs  and  potential  needs.  Better  customer  care  can 
improve  cross  selling  and  create  long-term  loyalty,  reaping 
dividends  for  years. 


Ceridian  -  Canada  s  leading  payroll  and  HR  outsourcing  specialist  -  asked 
the  IBM  and  Siebel  alliance  to  dei'elop  a  solution  to  optimize  customer  care. 
Ceridian  now  projects  customer  satisfaction  to  rise  by  20%  and  service 
delivery  costs  to  be  reduced  by  20%.  For  details,  visit  ihm.coml solutions 


we 


know 


they  know 


You  know  exactly  how  much  you  spend  each 
week  on  raw  materials,  supplies  and  services. 
But  what  about  the  associated  hidden  costs? 
Sourcing,  order  processing,  invoicing, 
reconciling  -  they're  a  monetary  black  hole. 

An  open,  flexible,  e-procurement  solution 
from  IBM  and  its  aUiance  partner  Ariba®  can 
save  you  money  by  changing  not  what  you 
buy,  but  how  you  buy  -  removing  paper-based 
systems  and  standardizing  processes.  The 
Aberdeen  Group  reported  that  companies 
implementing  e-procurement  solutions  have 
seen  inventory  expenses  drop  25%  to  50%. 
h's  technology  turned  to  strategic  advantage. 
Ask  us  how  it  can  work  for  you. 


An  IBM  and  Ariba  e-procurement  solution 
(depkryed  in  just  67  days)  allows  Hydro  One  - 
Ontario's  major  power  distributicm  company-  to 
direct  the  purchasing  of  5,000  users  to  preferred 
suppliers  and  B2B  marketplaces.  It  has  already 
reduced  unit  costs  by  20%.  For  more  details,  visit 
ibm.com/solutions 


^a/T7oA/s        /i/u^  Peofiucnf,  sd-cad, 

CAM  and  CAE  have  transformed  the  manufacturing  industry, 
saving  miUions  of  dollars.  Unfortunately,  in  many  companies, 
the  revolution  stopped  with  design  -  and  valuable  information 
has  remained  isolated  and  unused. 

Product  lifecycle  management  solutions  from  IBM  and 
Dassault  Systemes  can  eliminate  that  isolation,  allowing  you 
to  follow  the  design,  production  and  support  of  a  product  from 
end  to  end,  without  ever  leaving  your  desktop.  They  allow  you 
to  share  and  collaborate  with  suppliers  and  customers.  Faster. 
I  And  for  less. 

Today's  customers  want  iimovative  products  that  are  suited 
[to  their  specific  needs.  They  want  mass  customization.  Now 
you  can  deliver. 

I  \  "Our  relationship  with  IBM  and  Dassault  Systemes  is  strategic  to 
the  success  of  The  Boeing  Company."  Scott  Griffin,  Boeing  CIO. 
"IBM  and  Dassault  have  provided  Boeing  with  the  computing  tools 
arul  support  that  cdlowed  Boeing  to  des  ign  and  produce  ou  r  products, 
like  the  Boeing  777  arul  the  next  generation  Boeing  737."  For  details, 
visit  ibm.com/solutions 


Too  little  inventory  and  your  customers  start  to  notice  delays.  Too 
much  and  it  causes  markdowns  or  write-offs.  The  movement  of 
stock  is  as  important  as  cash  flow.  And  improvements  to  the  cycle 
make  a  huge  impression  on  your  hottom  line. 

An  e-business  solution  from  IBM  and  i2®can  help  make  those 
improvements.  Starting  with  your  enterprise  supply  chain  and 
radiating  out  across  your  entire  value  chain  -  to  trading  partners, 
customers  and  suppliers  -  everything  becomes  visible.  Constraints 
can  be  identified  instantly.  You  know  what  to  buy,  when  to  buy, 
from  whom  and  at  what  price.  You  can  reduce  order-to-delivery 
cycles,  inventory  costs  and  even  improve  relationships. 

These  are  investments  that  pay.  We  can  show  you  how. 


^'ISortel  Networks  u  anted  lo  consolidate  demand  planning  and  order 
fulfillment  processes  from  several  of  our  businesses.  Hie  IBM  and  12 
alliance  helped  create  a  single  supply  chain  management  system 
to  make  it  happen.  So  far,  in  one  of  our  businesses,  in  ventory  u:as 
reduced  by  25%'.'  Patrick  Sim,  W Supply  Chain  Materials  Management, 
Information  Services,  Nortel  Netivorks.  For  nwre  information  on 
advanced  supply  chain  solutions,  visit  ibm.com /solutions 


IBM  has  carefully  formed  alliances  across  a  wide  range  of  industries. 
Your  single  point  of  contact,  we're  there  from  day  one  to  the  day  you  hit  the  "on"  switch  -  and  beyond.  We're  uniquely 
placed  to  help  you  choose  the  right  solution  and  make  it  work.  Here  are  just  a  few  of  those  choices: 

Enterprise  Application  Software  -  IBM  and  SAP "  solutions  offer  end-to-end  integration  across  a  company's 
enterprise  and  links  to  its  key  customers  and  suppliers.  IBM  and  Retek®  provide  source-to-shelf  retail  solutions. 
Financial  service  providers  can  trust  IBM  and  SF  or  Sanchez?  IBM  and  Castek^  or  TiG®  provide  e-business 
solutions  to  support  the  insurance  industry.  The  public  sector  can  turn  to  IBM  and  EzGov.® 

The  list  goes  on.  IBM  and  AspenTech'  solutions  service  the  chemical  and  petroleum  industries.  IBM  and  Mincom'  have 
created  solutions  for  transport  industries.  And  the  telecommunications  industry  is  served  by  IBM  and  Portal"  Software. 
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business  solutions 


IBM.  the  e-business  logo  and  DB2  are  trademarks  of  International  Business  Machines  Corporation  in  the  United  States,  other  countries,  or  both.  Other  company,  product  and  service  names 
may  be  trademarks  or  service  marks  of  others.  'Sj  2001  IBM  Corporation.  All  rights  reserved. 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


MISSILE  DEFENSE  ENDANGERED  BY  A  TURNCOAT 


THE  URGENT,  LIFESAVING  TASK  OF  PROVIDING  AN  EFFECTIVE 
defense  against  the  most  deadly  weapons  ever  produced — nu- 
clear, biological  and  chemical  warheads  on  ballistic  missiles — 
has  been  made  infinitely  more  difficult  by  the  bizarre  "arms 
control"  philosophy  that  has  hardened  into  the  conventional 
wisdom.  This  reached  its  fullest  expression  in  1972,  with  the 
adoption  of  the  AntibaUistic  Missile  Treaty,  which  forbids  any 
effective  missile  defense  against  these  weapons. 

President  Bush  has  been  forthright  in  his  support  for  an 
effective  missile  defense,  recognizing  that  we  cannot  achieve  it 
IS  long  as  we  adhere  to  the  ABM  Treaty.  The  President's  posi- 
ion  has  provoked  opposition,  mostly  from  those  who  support 
he  treaty  with  the  fervor  of  religious  fanaticism.  Article  XV  of 
he  treaty,  however,  provides  that  either  party  to  the  treaty  may 
vithdraw  from  it  if  the  treaty's  provisions  jeopardize  the  coun- 
ry's  "supreme  interests."  Six  months  following  a  notification 
)f  withdrawal,  the  ABM  Treaty  is  nullified.  Many  believe  the 
reaty  is  already  dead  because  the  Soviet  Union  is  dead. 

Can  we  deploy  an  effective  system?  Not  if  we  continue  to 
dhere  to  the  ABM  Treaty,  and  not  if  we  decide  we  must  wait 
intil  the  bitter-end  opponents — Russia,  China  and  France — 
;ive  us  their  permission.  However,  were  we  to  make  acquir- 
ng  these  defenses  as  high  a  priority  as  President  Kennedy 
nade  putting  a  man  on  the  moon,  we  certainly  could.  The 
langer  lies  in  those  who  would  weaken  our  defensive  pro- 
ram  by  granting  concessions  to  Russia  and  the  other  oppo- 
ents  in  an  effort  to  gain  their  permission.  This  is  how  the 
linton  Administration  gravely  weakened  NATO,  granting 
oncessions  to  Russia  in  a  vain  attempt  to  secure  its  approval 
)r  three  former  Eastern  bloc  nations  to  join  NATO. 

Why  is  there  such  furious  and  fanatical  opposition  to 
uilding  missile  defenses?  The  conventional  wisdom  says  that 
uilding  them  will  cause  an  "arms  race,"  that  nations  will 
;ek  to  build  enough  missiles  to  overwhelm  what  they  per- 
nve  to  be  an  offensive  system.  But  the  arms  race  has  already 
een  run.  The  period  from  1972  to  the  present  has  seen  more 
lissiles  deployed  than  at  any  other  time.  The  treaty  didn't 
revent  this — why  should  its  nullification  encourage  more? 

The  world  has  changed  greatly  since  1972.  The  U.S.  won 
le  Cold  War;  Russia  can  no  longer  maintain  its  huge  arsenal 
warheads;  and  many  other  countries  now  have  missiles  ca- 
ible  of  carrying  chemical,  biological  and  nuclear  warheads, 
his  has  led  even  some  opponents  to  conclude  that  we  may 
?ed  a  limited  missile  defense  to  protect  us  from  "rogue  states." 
Jt  they  fail  to  include  Russia  or  China  in  their  roster  of  rogue 
ates,  even  though  these  countries  have  the  most  missiles  and 


most  violently  oppose  our  deployment  of  an  effective  defense. 

Others  feel  that  developing  such  defenses  will  result  in  the 
proliferation  of  nuclear  weapons,  violating  other  treaties.  The 
opposite  is  true.  If  potential  aggressors  are  told  that  one  cate- 
gory of  weapons — nuclear  missiles — will  never  be  defended 
against,  it  does  not  take  much  to  conclude  that  the  aggressors 
will  do  anything  to  acquire  those  weapons.  Russia  and  China 
have  sold  weapons,  components  and  technology  to  anyone 
who  wiU  buy  them.  And  yet  we  were  surprised  when  both  India 
and  Pakistan  unveiled  their  "nonproliferated"  weapons. 

There  may  well  be  another  reason  for  China's  and  Russia's 
fanatical  fury  at  the  idea  of  our  deploying  missile  defenses.  If  ei- 
ther has  an  offensive  agenda,  they  may  well  feel  that  our  defense 
system  would  fiustrate  their  plaias.  If  we  wait  until  these  oppo- 
nents agree  to  let  us  defend  ourselves,  it  may  be  too  late. 

The  President  is  fuUy  committed  to  missile  defense.  Will 
Congress  keep  its  commitments? 

Turncoat 

This  brings  us  to  Senator  James  Jeffords  of  Vermont.  It  is  impor- 
tant to  look  at  the  hypocrisy  in  Mr.  Jeffords'  willingness  to  de- 
stroy Republican  control  of  the  Senate  and  to  endanger  missile 
defense  by  placing  pro- ABM  Treaty,  anti-missile  defense  De- 
mocrats in  charge  of  relevant  Senate  committees.  Jeffords  did  not 
leave  the  GOP  for  any  high  moral  purpose.  He  left  because  he 
was  miffed  at  not  being  invited  to  a  White  House  reception  and 
wanted  to  hurt  his  party.  He  also  succumbed  to  (or  more  likely 
begged  for)  a  Democratic  offer  of  what  he  considered  to  be  a  bet- 
ter committee  chairmanship  than  that  given  him  by  the  GOP. 

Nothing  moral  about  that.  Nothing  to  justify  all  the  holier- 
than-thou  rhetoric  about  how  the  Republican  party  had  left  him 
or  about  how  worried  he  was  about  education.  Jeffords  had 
withheld  his  support  for  the  budget  until  the  GOP  leadership 
persuaded  the  White  House  to  grant  an  additional  $  1 2  billion  to 
an  already  fuUy  funded  education  program.  Jeffords  then  re- 
neged on  the  deal  and  told  the  GOP  he  wanted  $7  billion  more. 

In  1999  Jeffords  begged  Republicans  for  contributions  to  Jiis 
2000  Senate  campaign,  citing  the  debacle  that  would  follow  if  a 
Democrat  were  elected.  I,  as  well  as  many  other  Republicans, 
was  misled  and  sent  a  contribution.  Jeffords'  rhetoric  sounds 
quite  hollow  now  that  he  has  served  his  own  interests  and  given 
Senate  control  to  the  Democrats.  In  trying  to  have  it  both  ways, 
Jeffords  announced  that  he  would  not  become  a  Democrat,  that 
he  would  be  an  "independent" — but  that  he  would  join  and 
vote  with  the  Democratic  caucus.  All  this  is  neither  noble  nor 
moral;  it  is  low-minded,  hypocritical  and  mostly  a  lie.  F 

FORBES"  July  9,  2001  45 


At  SkyTeam, 

we  know  that  getting  home  can 
sometimes  be  hard  work. 


At 

rea 

h 

M 
this 
!iot 


lect 

Lboi 
and 


NTS 


lales 


Quicker  connections. 

In  modern  business  travel,  getting  home  fast  can  be  a  very  hard  job 
indeed.  So  now  with  the  SkyTeam  alliance,  you  have  access  to  the 
largest,  most  efficient  hubs  in  the  world.  So  instead  of  spending  time 
at  airports,  spend  it  with  those  who  matter  most,  skyteam.com 
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By  Rich  Karlgaard,  publisher 

publisher@fnrbes.com 


NASDAQ'S  FROM  VENUS 


ALLOW  ME  TO  LEAD  WITH  MY  CHIN  AND  SAY  NASDAQ  WILL 
[reach  3000  later  this  year.  How  did  I  come  up  with  that?  Easy. 
Take  the  current  quarter's  annual  GDP  growth  rate — and  mul- 
tiply it  by  a  grand.  When  I  predict  Nasdaq  will  touch  3000  later 
this  year,  it's  just  another  way  of  saying  GDP  growth  rate  will  re- 
30und  to  3%  by  the  fourth  quarter.  Which  I  believe  will  happen. 

Many  will  read  this  and  snort  so  hard  the  vodka  and  tonic 
wall  spray  out  their  noses.  That's  fine.  Just  spare  me  your  per- 
fectly rational  arguments  about  Nasdaq  P/Es  already  being 
;ky-high,  about  rotting  inventory  and  crushing  debt  loads, 
ibout  CIOs  being  too  shell-shocked  to  actually  buy  anything, 
ind  so  on.  I've  heard  it  all  before.  My  retort  to  that  is:  When 
did  the  facts  ever  trouble  Nasdaq? 

Men  are  from  Mars,  women  from  Venus.  Likewise,  the 
M  YSE  is  about  value,  Nasdaq  is  about  sentiment.  And  senti- 
ment— or  animal  spirits  if  you  prefer  Keynes'  term — corre- 
ates  to  the  current-quarter  GDP  growth  rate.  In  March  of 
ist  year  Nasdaq  poked  its  nose  over  5000.  No  surprise  to  us 


sentiment  sniffers,  because  the  GDP  growth  rate  had  also 
been  running  at  about  5%.  This  spring  Nasdaq  flirted  with 
1600.  What  happened?  We  recently  learned  that  GDP  growth 
rate  for  the  first  quarter  of  2001  skidded  to  1.3%. 

Obviously,  our  little  Digital  Rules  cereal-box  calculator  has 
its  limits.  The  GDP  growth  rate  can  dip  below  zero  as  Nasdaq 
cannot,  for  example.  But  before  you  dismiss  our  formula  out 
of  hand,  watch  how  it  performs  over  the  next  few  years. 

My  faith  in  the  GDP  growth  rate's  rebounding  to  3%  is 
owed  to  a  number  of  factors.  The  interest  rate  cuts  will  soon 
have  an  effect.  The  rather  lame  tax  cut  will  make  a  small  contri- 
bution to  growth — figure  0.2%  to  0.4%.  Inventory  pUeups  in 
technology  are  starting  to  clear  up.  And  new  software  fi-om  Mi- 
crosoft and  the  blazing  Itanium  chip  from  Intel  should  ignite  a 
technology  buying  cycle  by  November.This  modestly  good  news 
adds  up  to  a  respectable  3%  growth  rate.  If  the  cap  gains  tax  were 
cut  to  1 5%,  we'd  see  a  more  rowdy  3.5%  to  4%.  But  the  odds  of 
that  happening  in  Tom  Daschle's  Senate  aren't  too  good. 


FLYING  FASTER 


FEEL  SAFER  GUARANTEEING  YOU  A  WHOPPING  GOOD  TIME 
f  you  invest  a  few  hours  in  James  Fallows'  new  book.  Free 
^light  (PublicAffairs,  $25).  Fallows  wraps  the  saga  of  two 
.mall-airplane  builders  around  the  larger  story  of  today's 
lurgeoning  American  aviation,  spinning  a  gripping  tale. 

To  fly  from  one  major  hub  airport  to  another  today  is,  alas, 
)arely  tolerable.  Away  from  the  hubs,  routine  indig- 
fies  and  sweaty  discomforts  are  made  worse  by  the 
frequency  of  connections.  "Time-and-motion 
dies  conducted  by  NASA  in  the  late  1990s,"  Fal- 
ws  writes,  "found  that  for  trips  of  500  miles  or  less, 
Which  includes  the  majority  of  air  journeys,  going  by 
lommercial  airline  was  no  faster  than  driving  a  car. " 
\    What's  needed  is  a  revolution  in  small  planes  and 
airports.  We're  on  the  cusp  of  getting  that,  thanks  to 
'he  efforts  of  NASA  and  a  few  plucky  entrepreneurs 
j/ho've  bet  their  fortunes  on  building  planes  that 
jire  cheaper,  faster  and  probably  safer  than  any  previously  seen. 

Fallows  tracks  the  first  company.  Cirrus  Design,  of  Duluth, 
1/Iinn.,  throughout  his  story.  Cirrus  builds  185mph  planes  that 
et  20  miles  per  gallon.  More  miracles:  On  the  plane's  dash- 
card  is  a  laptop-size  display  showing  maps,  in-flight  routes, 
irspace  boundaries  and  downloadable  weather  reports.  If  the 
lane's  lone  engine  were  to  punk  out  over  the  mountains,  the 
ilot  could  pull  a  parachute  that  floats  the  airframe  and  occu- 


pants to  earth  at  lOmph.  Cfrrus  made  its  start  in  the  1980s,  de- 
signing kit  airplanes  out  of  a  farmhouse  in  Wisconsin.  Its  saga 
up  to  the  present  is  a  heroic  tale  of  inspired  design,  scrapes  with 
industry  incumbents,  never-ending  cash-flow  problems — and 
even  the  deaths  of  two  test  pOots.  Yet  ultimate  triumph. 

Eclipse  Aviation  is  the  other  startup  Fallows  tracks.  Eclipse, 
covered  in  my  May  29,  2000  column,  desires  to 
build  a  six-place  "pocket  jet"  and  sell  it  for  $800,000. 
That's  a  mere  third  of  the  price  of  Cessna's  hugely 
successful  starter  jet,  the  Citation  I.  Vern  Raburn, 
Eclipse's  founder,  raised  $150  million  from  the  get- 
go  from  Microsoft's  Bill  Gates,  Ford's  ex-chairman 
Harold  A.  (Red)  Poling  and  others.  Rabum's  goal  is 
to  supply  America  with  an  "air  taxi  service"  that 
pi  omises  to  fly  passengers  point-to-point  (say, 
from  Fargo  to  Mobile  or  from  Des  Moines  to 
Charleston)  for  the  price  of  a  first-class  ticket. 
Fallows  is  one  of  America's  top  nonfiction  writers.  He's 
also  an  instrument-rated  pilot  and  wrote  Free  Flight  with 
passion  and  authority.  If  you  like  fast  planes,  cool  technology, 
heroic  entrepreneurs  who  joust  with  the  old  guard  and  tale- 
telling  worthy  of  Tom  Wolfe's  The  Right  Stuff,  then  Free  FUght 
is  the  book  for  your  summer  reading.  F 
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Quicksand 

BANKRUPTCY!  Dennis  Washington  thought  he  could  rescue  the  most  desperate  companies. 
He  had  a  terrific  record— until  he  tangled  with  a  unit  of  Raytheon  that  was  building  power  plants. 


Rjyt 
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BY  VICTORIA  MURPHY 

DENNIS  WASHINGTON 
takes  pride  in  owning 
big  things.  Stepping 
out  of  the  granite 
open-air  spa  he  designed  for 
his  30,000-square-foot  Palm 
Desert,  Calif  spread,  the  lithe 
66-year-old  pauses  to  gasp  at  a 
rare  19th-century  table  sitting 
awkwardly  in  the  middle  of  his 
workout  room.  "It's  ruining 
the  marble  floor,"  he  says. 
"Someone  has  to  move  it." 

If  only  his  business  trou- 
bles were  as  easy  to  fix.  In  May 
Washington  Group  Interna- 
tional, the  latest  incarnation 
of  Morrison  Knudsen,  filed 
for  Chapter  11,  claiming  $3.7 
billion  in  assets  and  $3.3  bil- 
lion in  liabilities.  Its  shares, 
trading  as  high  as  $12  in  Feb- 
ruary, slid  to  $1  in  April,  and 
were  delisted  from  the  NYSE 
in  mid-May.  "I  did  screw  up," 
says  Washington. 

And  how — thanks,  in 
part,  to  his  overweening  conviction  he 
could  turn  around  the  lamest  company. 
Until  this  mess  he  had  quite  a  record. 
He  bought  Anaconda  in  the  1980s  and 
reorganized  operations,  reopening  the 
mines;  he  also  acquired  Montana  Rail 
Link  where  his  dealings  with  the  union 
helped  turn  the  company  into  a  winner 
(both  outfits  are  still  privately  held).  He 
even  did  a  salvage  job  on  Morrison 


A  30,00 
The  Palm 


Knudsen,  a  moneylosing  Boise,  Idaho 
construction  company.  Washington  re- 
vived what  had  been  run  into  the 
ground  by  William  Agee — Morrison 
Knudsen  earned  $48.3  million  on  rev- 
enue of  $2.2  billion  1999. 

Still,  the  chance  to  double  in  size, 
and  land  the  most  lucrative,  large-scale 
contracts,  proved  irresistible.  Last  July 
Washington  acquired  Raytheon  Co.'s 


engineering  and  construction  unit  fc 
$53  million  in  cash,  and  assumed  del 
and  liabilities  estimated  at  $450  millioi 
"In  my  career  as  a  contractor,  I  felt  lii 
rd  won  the  Academy  Award,"  he  r« 
calls.  He  thought  he  had  himself  coi 
ered  with  a  $900  million  loan,  led  t 
Credit  Suisse  First  Boston,  and  $3C 
million  in  junk  bonds. 

But  the  deal  blew  up  quickly.  Onl 
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15  days  after  it  closed,  Washington 
iroup  says  it  determined  that 
Raytheon  had  overstated  the  assets  of 
he  unit  by  $100  miUion  and  under- 
tated  HabiHties  by  $400  milhon.  In 
Jarch  Washington  sued  Raytheon  for 
raud,  alleging  the  contractor  know- 
ngly  misrepresented  cost  overruns  on 
0  construction  projects  by  $750  mil- 
ion.  "I  found  the  right  horse  with  a 
rooked  jockey,"  says  Washington, 
laiming  that  his  nine  months  of  due 
iligence  were  fruitless  because  the 
nit's  monthly  progress  reports  on 
ach  of  the  projects  were  falsified. 

What  evidence  is  there  that 
b.aytheon  is  at  fault?  For  what  it's 
borth,  here's  a  comment  from  some- 
ne  who  now  works  for  Dennis  Wash- 
pgton.  "There  was  pressure  to  make 
flings  look  good,"  says  John  Martin,  a 

0  netime  vice  president  of  construction 
j  ith  Raytheon.  "You  have  to  think  too, 
panagers  wanted  to  see  this  sale  hap- 
I'en  just  as  much  as  Raytheon  did." 

j)  Raytheon  General  Counsel  Thomas 
«[yde  denies  all  allegations  and  responds 
at  the  buyers  had  plenty  of  time  to  re- 
ew  the  books  and  are  now  looking  for 
cuses  for  their  management  mistakes, 
ashington  Group  is  really  good  at 
ining,  making  accusations  and  writ- 
nasty  letters,"  says  Hyde. 
Washington  knew  he 
d  a  tough  challenge. 
IS  acquisition,  thanks 
its  habit  of  bidding 
w  on  fixed-cost  pro- 
ts,  had  an  operating 
ss  of  $61  million  on 
les  of  $2.7  billion  in 
99.  (Raytheon  kept  the 
ur  projects  losing  the 
ost  money.)  By  Febru- 
:fy  Washington  Group 
u  fjas  burning  $100  mil- 

1  bn  a  month,  with  only 
;  i  50  million  in  cash  on 

jind — ironically,  when 
te  stock  was  at  its  peak. 

ashington  was  reduced 
begging  for  a  $400 

illion     loan  from 

lytheon  to  stay  solvent. 


Commercial  Liability 

SUITS  GALORE!  The  revelation  that  Sony  Pictures  fabricated  a  movie 
critic  to  endorse  some  of  its  movies  wasn't  just  an  embarrassment  for  the  stu- 
dio— it  was  an  opportunity  for  a  group  of  Los  Angeles  lawyers  to  sue  Sony  for 
"systematic  deception."  But  why  pick  on  just  the  movie  industry?  Herewith, 
a  guide  for  crusading  attorneys  looking  to  stamp  out  puffery.  — Peter  Kafka 


Advertiser:  McDonald's 


Slogan:  "We  love  to  see  you  smile" 


FACT:  Sullen  teens  working  deep-fat-fryers  are  profoundly 
uninterested  in  customers'  facial  expressions. 


Advertiser:  NBA 


Slogan:  "It's  all  good" 


FACT:  Philadelphia  76ers  star  player/failed  rapper/tattooed  Allen  Iverson 
poses  marketing  challenge. 


Advertiser:  Apple  Computer 


Slogan:  "Think  different" 


FACT:  Gandhi,  Einstein,  other  celebrities  appropriated  for  ads  may  not 
have  used  an  Apple. 


Advertiser:  Accenture 


Slogan:  "Now  it  gets  interesting" 


accenture 


FACT:  Business  consulting  inherently  uninteresting  except 
to  those  downsized  at  business  consultant's  suggestion. 


Advertiser:  NBC 


Slogan:  "Must-see  TV" 


NBC 


FACT:  Network's  prime-time  lineup,  particularly  Fear  Factor, 
is  must-miss  TV. 
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Still  Intact 

Washington's  $1.6  billion 
net  worth  is  made  up  of 
several  private  enterprises 

 RAILROADS 


MINING 


WASHINGTON  CQRP 


Source:  Forbes  estimates. 


Two  power  plants  in  Massachusetts 
were  expected  to  cost  the  company 
$380  million  to  complete,  and  cash 
was  down  to  less  than  $100  million. 
Raytheon  Chief  Daniel  Burnham  left 
the  meeting  early  for  another  business 
engagement,  a  move  Washington  con- 
sidered a  personal  insult, 
and  the  next  morning 
Raytheon  declined  to 
lend  a  hand.  "There  was 
no  way  we  would  do  it," 
rebuffs  Hyde.  "It  vrauld 
be  a  never-ending  feed 
trough." 

Washington  Group 
abandoned  the  projects 
three  weeks  later.  It's  un- 
clear who  will  ultimately 
be  responsible  for  the  cost 
overruns  that  one  insider 
says  are  approaching  $1 
billion,  double  the  origi- 
nal price  of  construction. 
Because  of  parent  guar- 
antee clauses  in  the  origi- 
nal contracts  between 
Raytheon  and  power- 


IE  


IG  CASH 


plant  operator  Sithe  Energies, 
Raytheon  has  picked  up  the  work, 
though  it  may  not  actually  end  up  on 
the  hook  for  it. 

And  there's  stiU  the  dispute  over  the 
balance  sheets.  Only  after  a  judge's 
order  has  Raytheon  furnished  an  unau- 
dited balance  sheet,  claiming  that 
Washington  Group  owes  it  $14  million. 
Why  hasn't  it  delivered  audited  state- 
ments? "We  needed  more  time  and  in- 
formation from  Washington  Group," 
explains  Hyde.  The  Securities  &  Ex- 
change Commission  is  looking  into  the 
acquisition. 

This  wrangling  is  likely  to  stall  reor- 
ganization of  the  company.  Washing- 
ton, who  remains  wealthy  from  his 
other  ventures  (see  box),  plans  to  buy  a 
40%  equity  stake,  paying  market  prices 
for  the  stock.  He  now  owns  38%  of  the 
company,  but  those  shares  will  be 
wiped  out  in  the  reorg. 

"I'm  not  doing  this  for  money," 
Washington  insists.  That  may  not  be  en- 
tirely true,  but  there's  no  question  he  has 
something  besides  money  at  stake — the 
name  on  the  door.  F 
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What  Bear  Market? 

WALL  s  T  R  E  E  T I  A  lot  of  day  traders  flamed  out  along 
with  the  Nasdaq  last  year.  The  survivors  are  as  busy  as 
they  ever  were,  and  more  influential. 


BY  NEIL  WEINBERG 

TARA  PELLEGRINO  WINCES  AS  SHE  RECOUNTS  THE  DAY 
last  summer  when  she  caught  a  long  fingernail  on  the 
wrong  computer  key  and  lost  $3,000  in  a  flash. 
Though  Pellegrino  cut  her  nails  that  night,  plenty  more 
amateurish  blunders  followed.  But  the  24-year-old  Wharton 
business  school  graduate  isn't  griping.  She  credits  day  trading 
with  transporting  her  from  a  "miserable  existence"  in  bond 
underwriting  to  something  genuinely  fun  and  paying  six  fig- 
ures annually.  "It's  an  amazing  existence,"  she  gushes.  "The 
market's  always^  changing  and  always  exciting.  You  battle 
stocks,  and  when  you  win  there's  instant  gratification.  Plus, 
you  get  out  of  work  at  4  p.m." 

Far  from  fading  away,  day  trading  influences  the  stock 
market  more  than  ever.  The  number  of  day  traders,  who  each 
make  a  dozen  to  hundreds  of  trades  daily  hoping  to  tally  lots 
of  small  scores  on  fast-moving  stocks,  has  remained  relatively 
stable  at  75,000  since  the  Nasdaq's  heyday.  But  their  volume 
is  up.  Day  traders  now  account  for  over  one-third  of  all  stock 
trading,  compared  with  25%  in  the  first  quarter  of  2000,  says 
Russell  Keene,  an  analyst  at  Keefe,  Bruyette  &  Woods.  This  at 


a  time  when  trading  activity  among  all  online  in- 
vestors has  fallen  by  half 

The  day-trading  industry  hasn't  entirely  shed 
its  unclean  reputation  nor  abandoned  its  more 
shameless  tactics.  Recruiters  marketing  a  Trading 
Boot  Camp  don  fatigues  and  dog  tags  at  trade 
shows  to  lure  innocents  to  cosdy  trading  seminars. 
All-Tech  Direct,  the  day-trading  firm  whose  At- 
lanta office  was  shot  up  by  a  disgrunfled  customer* 
in  1999,  just  got  hit  with  $600,000  in  fines  for  im^ 
proper  lending  between  customer  margin  ac- 
counts and  for  making  misleading  statements  to 
customers  about  their  chances  for  success.  Perhaps 
three-quarters  of  day  traders  still  lose  money. 

But  it's  time  to  discard  the  stereotype  of  a  17 
year-old  trading  dot-coms  via  a  home  PC.  Day 
traders  are  as  likely  now  to  be  exchange-flooi| 
veterans,  career-switching  professionals  or  Iv)| 
Leaguers  cutting  their  teeth  on  Wall  Street.  Soma 
put  up  savings  or  borrow.  Others  are  backed  hy 
seasoned  traders  or  hedge  funds. 

The  big  e-brokers  adore  them.  Charles  Schwab 
struggling  with  its  Main  Street  clientele,  paid  $488 
million  last  year  for  Cybercorp  to  cater  to  daj 
traders.  E-Trade  recentiy  licensed  day-trading  soft- 
ware from  A.B.  Watley 


Trading  Like  If  s  1999 


the  sidelines,  day  traders  are  now 
doing  about  one  in  three  trades. 


2Q  30 
2000 

Source:  Keefe,  Bniyene  &  Woods. 


Fidelity  offers  Power- 
street  Pro,  and  Datek  haj 
Datek  Direct. 

The  technology  inj 
eludes  live  "Level  II'I 
quotes  and  "direct  acl 
cess"  software  to  tap  diil 
rectly  into  the  same  flovl 
of  orders  visible  t«l 
Nasdaq  marketmakersi 
Charts,  colorful  thermal 
graphs  of  market  activl 
ity  and  other  analytici 
match  The  Street's  best.  Thus  armed,  day  traders  are  addini 
a  high-tech  twist  to  the  well-worn  momentum  game  thai 
exchange-floor  traders  have  played  for  decades:  Buy  wheil 
markets  are  rising  and  sell  when  they  turn  south.  |l 
Pellegrino  is  among  100  traders  at  Blackwood  Securitiell 
one  of  several  day-trading  firms  in  the  New  York  area.  Mostlll 
young,  well-educated  and  dressed  like  mall  rats,  many  arl 
self-employed  and  can  work  at  home.  But  these  speculatoil 
prefer  to  spend  their  days  in  the  company  of  others  liki 
themselves,  surrounded  by  PCs  and  the  drone  of  CNBC.  I 
As  always,  rule  one  is  to  forget  fundamentals.  Jeffrel 
Gotel,  a  34-year-old  statistician  and  New  York  City  HousinI 
Authority  refugee,  says  he  lost  money  for  months  worryini 
about  bucking  the  latest  economic  news.  His  fortunfii 
changed  about  the  time  he  switched  his  morning  readirjl 
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—  flexible  growth  strategies 

targeted  workforce  analyses 
W  efficient  use  of  capital  and  credit 


and  you  thought  real  estate  brokerage  was  just  ab 


ce.] 


Real  estate  is  no  longer  defined  by  how  many 
cubicles  you  can  fit  on  a  floor. 

At  Cushman  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
By  building  real  estate  flexibility  into  our  clients' 
business  plans,  we  protect  them  from  succumbing 
to  market  fluctuations.  We  identify  labor  pools 
with  the  right  skill  sets  at  cost-effective  levels. 
And  we  help  our  clients  enhance  shareholder 
value  through  innovative  financial  structures. 

It's  time  to  start  thinking  differently  about 
real  estate.  To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 


thinking'^ 


^■376.3133 
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from  the  Wall  Street  Journal  to  the  sports  page. 

Day  traders  also  do  not  much  care  whether  the  market 
moves  up  or  down,  as  long  as  it  moves.  Spericer  Sohmer  be- 
came a  day  trader  the  same  week  in  March  2000  that  the  Nas- 
daq peaked,  giving  up  a  job  with  Goldman  Sachs  on  the  floor 
of  the  New  York  Stock  Exchange.  Now  the  26-year-old  says 
he  mostly  buys  stocks  for  a  minute  or  two  at  a  time.  He  does 
dozens  of  trades,  and  flips  100,000  to  200,000  shares  a  day, 
earning  a  couple  hundred  thousand  dollars  a  year,  he  says,  a 
few  times  what  Goldman  paid. 

Peter  Park,  who  left  a  Harvard  economics  Ph.D.  program 
and  began  trading  four  years  ago,  recently  spotted  on  his  screen 
an  anonymous  seller  immediately  matching  each  "inside,"  or 
best,  offer  in  Broadcom.  Figuring  he'd  spotted  an  institution 
working  a  big  sell  order  with  a  clever  computer  program.  Park 


sold  the  stock  short  every  time  the  seller  showed  up.  He  pock- 
eted $9,000  for  his  trouble.  Park,  27,  says  he  is  on  track  to  gross  W 
$1.5  million  this  year,  before  commissions  and  a  minority  cul 
for  his  financial  backers.  "The  past  year  has  been  worse  for  long- 
term  investors  than  for  day  traders,"  he  says. 

Developing  a  game  like  Park's  is  tough.  Dean  Raio,  a  32-i 
year-old  who  works  as  a  dentist  in  Brooklyn  on  Fridays,  haj 
been  trading  less  than  a  month  and  losing  money  consis- 
tently. "I  still  get  taken  advantage  of  a  lot,"  he  says. 

That  said,  day-trading  firms  have  plenty  of  fodder.  Black^ 
wood  is  opening  a  Nasdaq  trading  room  in  London  this  montH 
and  has  had  to  turn  away  more  out-of-work  City  traders  than  the 
dozen  or  so  it  now  has  room  for.  "For  some  people,  getting  tc 
play  this  amazing  videogame  for  a  living  is  a  dream  come  true," 
says  Benjamin  Weinger,  a  Blackwood  managing  partner. 


Stone 

The  Authors 

PUBLISHING!  How do you sell 
lame  management  books?  Steal 
from  the  lives  of  historic  figures. 


BY  JOANNE  GORDON 

THE  TREND  STARTED  IN  1985,  WHEN  A  BOOK  PURPORTING  IC 
contain  The  Leadership  Secrets  of  Attila  the  Hun  was  published,  and 
sold  all  too  well.  Now  here  comes  another  round  of  books  wherein 
unknown  authors  shamelessly  exploit  famous  figures  to  peddle  warmed 
over  management  advice.  The  latest  batch  taps  Benjamin  Franklin! 
Ulysses  S.  Grant,  Moses  and  Robert  E.  Lee.  Yet  another  touts  God  as  th| 
ultimate  chief  executive. 


Ben  Franklin's  12  Rules 
of  Management:  The 
Founding  Father  of 
American  Business 
Solves  Your  Toughest 
Problems 

Benjamin  Franklin  was  a 
vegetarian  until  he  rea- 
soned that  because  fish  ate 
other  animals  he  could  eat 
cod  with  a  free  conscience. 
Apparently  young  Franklin 
was  also  beaten  by  his 
brother  during  his  printing 
apprenticeship.  From  these 
tidbits  author  Blaine 
McCormack  extrapolates 
that  reason  is  a  darn  good 
management  tool  (helpful 
to  sway  opinion,  no  less) 
and  management  by  force  is 
not  the  best  way  to  motivate 
employees.  Who  knew? 


Ulysses  S.  Grant  on 
Leadership:  Executive 
Lessons  from 
the  Front  Lines 

Grant  expressed  himself 
poetically  in  handwritten 
orders  to  troops  during  the 
Civil  War,  popularizing  such 
phrases  as  "unconditional 
surrender"  and  "let  no 
guilty  man  escape."  Grant's 
lesson,  says  author  John  A. 
Barnes:  Instructions  should 
be  concise  and  spiced  with 
colorful  words.  Barnes  also 
passes  off  Grant's  bad 
habits  as  good  business. 
"Drinking  and  smoking  can 
help  achieve  success— 
they're  good  stress 
relievers  and  chances  to 
bond."  Grant  died  of  throat 
cancer. 


Moses  on  Manage- 
ment: 50  Leadership 
Lessons  from  the 
Greatest  Manager 
of  All  Time 

The  moody  leader  of  the 
exodus  was  asked  to  cut  back 
his  work  hours  and  spend 
more  time  with  family.  The 
point,  according  to  author 
David  Baron:  Delegate— and 
try  to  keep  business  travel 
light  As  for  managing  dis- 
senters, Moses  stoned  those 
who  worked  on  the  Sabbath 
and  killed  3,000  people  for 
worshipping  an  idol  instead  of 
God.  Yet  Moses  did  shepherd 
the  Israelites  through  the 
desert  for  40  years.  From  this 
discipline,  the  lesson  for  mod- 
ern leaders  is:  Push  employ- 
ees, but  not  too  much. 


The  Genius  of  Robert  E. 
Lee:  Leadership  Lessons 
for  the  Outgunned, 
Outnumbered 
and  Underfinanced 

According  to  author  Al  Kalt- 
man,  when  General  John  B. 
Magruder's  Confederate 
troops  were  outnumbered, 
Lee  suggested  Magruder 
"deceive  and  thwart"  the 
Union  army  by  giving  the  im- 
pression that  his  troops  were 
more  numerous  than  they 
actually  were  by  keeping 
them  on  the  move.  The  ploy 
kept  the  enemy  at  bay  until 
Lee  and  his  men  joined  Ma- 
gruder Managers  can  glean 
a  lot  of  tips  from  this  maneu- 
ver Here's  one,  as  discerned 
by  Kaltman:  "Bluffing  is  a 
legitimate  tactic." 


God  Is  My  CEO: 
Following  God's 
Principles  in 
a  Bottom  Line  World 

"Teach  them  the  decrees 
and  laws,  and  show  them 
the  way  to  live  and  the  < 
duties  they  are  to  I 
perform."  It's  quite  a  leap 
from  this.  Exodus  18:20,  tt| 
ensuring  that  employees' 
needs  and  owners'  profit 
expectations  are  both  met  I 
According  to  author  Larry  | 
Julian,  "Many  leaders  in- 
advertently use  employee;] 
as  a  means  to  increase 
profits."  That's  not  smart,  | 
he  says.  Among  his 
suggestions:  consult, 
delegate  decision  making 
to  trustworthy  people— aii| 
pray  for  your  employees. 
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.e  Citi"  A'Advantage*  Business  Card  can  take  you  and  your  business  further.  You'll  receive  quarterly  and  annual  account  reports,  as  well  as  business 
scounts.  And  since  American  Airlines*  has  the  most  travel  partners,  you'll  earn  miles  that  can  take  you  to 
ore  destinations.  Even  to  the  world's  most  incredible  vistas.  Miles  that  take  you  further.  In  business." 

To  apply  and  receive  7,500  bonus  miles,*  call  1-800-FLY-3000. 

Or  visit  aadvantagebusiness.citibank.com 


OFFICE  EQUIPMENT: 

Just  one  more  way  to  earn  A'Advantage^  miles. 


mileage  can  be  earned  only  by  new  Citi*  Platinum  Selecf  Advantage'  Business  cardmembei-  .     ;    :  -  :y,  ,,^;jires  7/31/03.  Miles  will  appear  as  a  bonus  on  a  subsequent  Citi         .  ,•  i  Advantage  Bus;  c.:. 

eirt  after  tbe  first  purchase.  Miles  are  earned  on  purchases  only.  The  maximum  number  of  iftldvantage'  miles  you  can  earn  with  the  Citi'  Platinum  Selecf  Advantage"  Business  Card  is  150,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan.  •  Dec. 
statements).  The  Citi'  Platinum  Select'  ifAdvantage'  Business  Card  is  issued  by  Citibank  (South  Dakota),  N.A.  (<-)lW  Citibank  (South  Dakota),  N.A.  American  Airlines'  /Advantage  Executive  Platinum',  ifAdvantage  Platinum'  and  ^Advantage  Gold' 
R  are  excluded  from  this  limit.  American  Airlines',  ^Advantage',  ifAdvantage  Executive  Platinum',  ifAdvantage  Platinum'  and  ifAdvantage  Gold'  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change 


Ivantage  program  at  any  time  without  notice.  American  Airlines  is  not  responsible  for  products  or  services  offered  by  other  participating  companies.  For  complete  details  about  the  AAdvantage  program,  call  1-600-882-8880  or  visit  www.aa.com. 
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Got  Blood? 

M  E  D I  c  A  L I  If  you  think  you  have 
marketing  headaches,  try  selling 
patients  on  a  cow  by-product. 


BY  GHANA  R.  SCHOENBERGER 

CARL  RAUSCH  AND  DAVID  JUDEL- 
son  spent  17  frustrating  years 
trying  to  develop  a  blood  sub- 
stitute. Finally  the  scientist-and-in- 
vestor  duo  think  they've  nailed  it  with  a 
product  called  Hemopure.  If  the  Food  & 
Drug  Administration  approves  it  next  year  as  expected,  He- 
mopure would  be  the  first  substitute  for  red  cells  and  help 
dent  a  500,000-unit  blood  shortage  in  the  U.S.  alone. 

That's  the  good  news.  The  bad  news  for  Rausch  and 
Judelson  is  that  Hemopure  is  derived  from  cow's  blood.  Not 
the  most  felicitous  choice  of  animals,  given  Europe's  epi- 
demic of  mad  cow  disease,  which  is  linked  to  the  human 
brain-wasting  disease  Creutzfeldt-Jakob.  While  mad  cows 
haven't  surfaced  in  America,  the  publicity  certainly  has.  So 
the  question  is:  How  do  you  market  this  stuff? 

"Do  we  recognize  that  it's  a  p.r.  issue?  Yes,"  says  Rausch, 
chief  executive  of  Biopure,  based  in  Cambridge,  Mass.  "But 
it's  certainly  not  a  scientific  issue." 

Biopure  plans  to  sell  to  hospitals,  which  are  presumably 
too  sophisticated  to  cower  before  medical  scares.  Patients 
might  not  know  they're  getting  purified  cow  hemoglobin, 
unless  they're  asked  to  sign  a  consent  form  specifically  listing 
it.  Rausch  and  Judelson  say  the  public  has  utterly  nothing  to 
worry  about.  But  just  in  case,  their  marketing  will  tout  their 
superpurifying  process  and  the  tight  watch  they  keep  on 
donor  cows — strictly  Americans.  As  Judelson  (a  former  Gulf 
&  Western  chairman)  quips,  "One  of  the  good  things  about 
cows  is  we  know  where  they  are  every  single  second." 

Investors  are  a  little  uneasy.  Biopure's  stock  has  fluctu- 
ated between  $12  and  $31  this  year  and  is  now  at  $25. 
Mad  cow  "has  been  an  absolute  nightmare  for  the 
stock,"  says  Salomon  Smith  Barney  analyst 
Phillip  Nalbone.  The  company  lost  $36  million 
last  year  on  revenues  of  $3  million,  mainly 
from  sales  of  Oxyglobin,  its  blood  substitute 
for  dogs. 

Mad  cow  isn't  the  company's  only  mar- 
keting hurdle.  At  the  $750  a  unit  analysts  ex 
pect,  Hemopure  will  cost  seven  times  as  much  as 
packed  human  red  blood  cells.  Rausch  says  the 
advantages  are  worth  it.  Because  the  purified  he 
moglobin  is  40%  the  size  of  human  hemoglo- 
bin, Hemopure  delivers  more  oxygen,  even  wig- 
gling around  blood  clots.  Unlike  human  blood, 
Hemopure  requires  neither  a  matching  blood 


type  nor  refrigeration.  It  stays  fresh  for 
three  years,  versus  six  weeks  for  human 
red  cells.  And  donated  human  blood, 
though  tested,  occasionally  harbors 
diseases. 

The  American  Red  Cross,  which 
collects  and  sells  half  of  the  country's 
human  blood,  is  prepared  to  beat 
back  the  competitive  threat.  Says  Dr 
Linda  Chambers,  its  senior  medical  of 
ficer:  "If  I  were  bleeding  on  the  side  of 
the  road,  [mad  cow]  wouldn't  be  my 
primary  concern,  but  there  is  some 
comfort  in  knowing  it's  human  mater 
ial."  There  probably  won't  be  any  attack  ads  showing  Biopure 
customers  going  crazy.  But  there  might  be  some  subtle  hints 
dropped  about  the  potential  dangers  of  cow's  blood. 


Hawaiian  Punch 


DEALS! 

Not  everything 
Steve  Case 
touches  turns 
to  gold. 


Wi 
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BY  RISHAWN  BIDDLE 

ITH  MONEY  TO  BURN  IN  199S| 
at  the  height  of  the  Internell 
bubble,  AOL  Time  Warneil 
Chairman  Steve  Case  went  shoppind 
in  his  beloved  home  state  of  Hawaii 
He  wasn't  looking  for  painted  co  l 
conuts.  Instead  he  spent  $39  mUliorl 
to  buy  a  41%  stake  in  Maui  Land  Sl 
Pineapple,  one  of  the  last  of  Hawaii':] 
pineapple  plantations. 

Case  spent  another  $91  millioil 
(including  assumed  debt)  last  Decern 
ber  to  buy  Grove  Farm  Co.,  a  22,000 
acre  spread  in  remote  Kauai  consist  I 
ing  of  farms,  rugged  raw  land  anci 
scattered  resort  developments. 

Case's  shares  in  Maui  Lant 
have  appreciated  94%  to 
recent  $25.75  apiece,  bul 
that  better  reflects  the  ex  I 
citement  he  has  stirreJ 
up  than  the  company  I 
business  prospects. 
Despite  ownml 
28,600  acres  of  unl 
developed  land,  rel 
sorts    and    go  I 
courses  on  popul 
lar  Maui,  the  corri 
pany  is  no  golil 
mine.  Net  income  fell  90%  lail 


JGHTLY, 


M.-.-j.^-.O-S  S  OF  VERY  FAST, 

^MISINFORMED 


NOW  THAT'S  OPPORTUNITY. 


chriology  has  created  a  global  herd  of  investors  who  can  make, the  market  overreact  faster  than  ever  before.  Some  see  this  as  a  problem.  But . 
lalue  investors,  it's  opportunity.  Because  when  a  whole  sector  dips  based.oaone  piece  of  news,  good  companies  become  good  bargains  -  if 
can  spot  them  fast  enough!'  t)r.  Bob  Froehlich,  Chief  hivestnient  Strategist.  Scudder  is  in  position  to  spot  these  buys.  We\e  built  a  global  network-  , 
lalys'ts'and  partners.  These  expert's  get  information  firsthand  and  translate  it  into  smarter  investments.  Ask  a  fmancial  advisor  about  our 
dwide  perspective.  (!all  Scudder  Investments  at  1-800-62 1-1048.  Or  visit  wT^TV.scudder.corn  for  more  of  Dr.  Froehlich's  views  on  the  market. 


1  SCUDDER 
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year  to  $452,000,  while  sales  fell  4%  to 
$141  million.  Cheap  imports  of  pineap- 
ple have  decimated  the  primary  busi- 
ness: The  pineapple  division  lost  $2.9 
million  last  year  on  a  9%  drop  in  sales. 
"Pineapples  could  be  a  great  business  if 
the  Thais  weren't  dumping,"  complains 
Paul  Meyer,  Maui  Land's  executive  vice 
president.  The  company  makes  up  the 
loss  on  its  resort  developments. 

"I  called  it  a  roach-motel  stock  be- 
fore Case  got  there,  and  it  still  is,"  says 
Randy  C.  Havre  of  Hawaii  Venture 
Group,  who  follows  Maui  Land.  He  fig- 
ures the  land,  carried  on  the  books  for 
its  acquisition  cost  of  $5  million,  is 
worth  substantially  more.  "They've  got 
some  terrific  real  estate  holdings,  so 
there's  some  real  value.  But  it's  a  ques- 
tion of  when  you  will  see  it,  because 
they're  growing  Third  World  crops  in 
an  expensive  place  to  do  business." 


"They've  got  some  terrific  real  estate  holdings,  so 
there's  value.  It's  a  question  of  when  you'll  see  it  " 


What  if  the  company  plowed  over 
the  pineapples  and  subdivided  the 
land?  That  would  kill  profits,  at  least  for 
a  while.  A  huge  agricultural  tax  exemp- 
tion— the  company  paid  all  of  $680,000 
in  property  taxes  last  year — is  what 
keeps  it  in  the  black. 

Could  Case  sell  out  to  a  potential 
takeover-meister?  Not  easily.  The  found- 
ing Cameron  family  has  right  of  first  re- 
fusal on  his  stock  and,  if  he  sells  before 
this  August,  he  has  to  disgorge  one-third 
of  his  gains  to  the  private  foundation 
that  sold  him  the  stock. 

While  the  Maui  Land  investment 
offers  some  potential  for  returns.  Case's 
purchase  of  Grove  Farm  seems  mostly 
sentimental:  His  grandfather  once 


worked  on  the  property.  But  he'll  bt 
challenged  to  make  money  off  th 
place.  He's  reportedly  already  plannei 
to  spend  another  $14  million  to  reno 
vate  a  termite-ridden  shopping  cente 
and  complete  the  Puakea  golf  course 
which  has  only  ten  holes. 

Developing  some  of  the  rest  of  th 
land  may  be  an  even  greater  challeng« 
Environmentalists  are  alarmed  the 
Case  might  someday  build  on  Grov 
Farm's  secluded  2,900-acre  Mahaulep 
area,  famed  for  its  scenic  coastline. 

"You  would  see  people  throw  the 
bodies  in  fi-ont  of  bulldozers,"  threater 
Kauai  county  councilman  Gary  Hoose 
"It's  a  spiritual  place,  and  we  don 
want  Steve  to  build  a  hotel  there." 


Adam  Smith,  Save  Us! 

POWER  SURGEI  Here's  a  novel  scheme  to 
balance  supply  and  demand  for  electricity  in 
California.  Hint:  It's  called  market  pricing. 

BY  LYNN  COOK 

CALIFORNIANS  HAVE  A  CHANCE  TO  BCEEP 
the  lights  on  this  summer:  Let  com- 
mercial customers  take  the  power 
they  would  ordinarily  use  but  decide  not 
to,  and  sell  it  back  to  the  grid  at  a  profit. 
Such  "negawatt"  auctions  are  already 
being  tested  in  Atlanta. 

Wal-Mart,  say,  could  cool  down  its 
California  stores  by  an  extra  three  de- 
grees during  the  nonpeak  morning 
hours.  In  the  afternoon,  when  tempera- 
tures and  wholesale  power  prices  soar,  it 
could  shut  off  air-conditioning  and  resell 
the  power  it  would  have  consumed.  Stores 
would  be  hot,  but  not  unbearable.  All  Wal 
Marts  would  get  to  remain  open  with  cash  regis- 
ters operating  instead  of  having  to  deal  with  scatter- 
shot closings  and  lost  business  because  of  blackouts. 

From  steel  fabrication  plants  to  aluminum  smelters  that 
have  already  shuttered  for  the  summer,  heavy  industry  is 
itching  to  sell  negawatts,  says  Marc  Yacker,  spokesman  for  the 
Electricity  Consumers  Resource  Coimcil  representing  indus- 


trial users.  So  why  hasn't  the  Golden  State  seized  a  golc 
opportunity?  Governor  Gray  Davis  Ukes  the  idea,  but  not  t 
proponents — Houston  energy  giants  Enron  and  Reliant  Ei 
ergy — and  any  suggestion  from  Texas  is,  of  course,  anat 
ema.  Another  little  problem  is  that  California's  attorney  gei 
eral  is  on  record  favoring  jail  sentences  for  enerj 
"profiteers."  Let  a  big  business  like  Wal-Mart  make 
spread  on  electricity?  Horrors! 

Another  hurdle:  A  multistate  auction  y 
tem  of  the  sort  that  would  rescue  Califorr 
would  require  overriding  the  federal  Pub 
Utility  Holding  Company  Act,  which  pr 
vents  commercial  and  residential  use 
from  reselling  juice  to  the  grid.  In 
lanta,  where  Georgia  Power  offers  lar 
industrial  users  a  program  called  Dai 
Energy  Credit,  the  utility  was  subject 
approval  only  by  a  state  commission,  n 
the  Feds,  because  it  runs  the  negaw; 
program  within  its  assigned  borders  x 
not  across  state  lines.  A  bill  pending  in  t 
U.S.  House  Energy  &  Air  Quality  subcomm 
tee  would  have  alleviated  that.  But  in  June  1 
bill's  sponsor,  Representative  Joe  L.  Barton,  a  E 
publican  from  Texas,  yanked  the  relief  package  off  1 
table,  claiming  House  Minority  leader  Richard  Gephardt,  1 
Missouri  Democrat,  was  planning  to  wreck  the  deal  becai 
it  did  not  promote  price  caps.  Gephardt  denies  the  charge 
A  shame  that  it's  so  much  harder  to  turn  dovm  the  po 
ical  heat  than  the  central  a/c. 
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Diller.  Group  Projen  Dirtaor,  PPL  Global.  LLC. 

A  cwist  on  the  old  mantra:  "If  they 
c,  you  will  build  it." 
Fact:  Las  Vegas,  a  62%  increase  in 

ition  within  the  last  ten  years; 
oix,  a  35%  jump. 
Another  salient  fact:  a  need  for  power 
ration  in  the  Desert  Southwest  so 
power  shortages  could  be  avoided, 
lesale  energy  prices  lowered,  tax 
ars  generated,  jobs  created. 
Recognizing  the  need  and  potential  for 
1  .'th,  PPL  is  building  the  Griffith  Energy 
1  rating  plant  from  the  ground  up. 
We  chose  the  site  (conveniently  located 
lohave  County,  Arizona,  right  there  on 
:e  66),  then  chose  Dana  Diller  as 
lisciplined  project  director  and  we 
off  and  running:  cementing  relation- 
with  the  local  officials,  upgrading 
1  xisting  transmission  system,  building 
I  ^as  lines  and  expanding  the  local 
r  system. 


Get  your 

kilowafts 

on  Route  66. 


central  Pennsylvania. 

One  that  has  never  lost  sight  of  its 
mission:  to  provide  our  customers  with 
reliable,  affordable  and  efficient  energy. 

One  that  has  never  lost  sight  of  its 
commitment:  we  deliver  on  our  power. 
We  deliver  on  our  promises. 
We  deliver  on  Route  66. 
wtmv.pplwtb.  com 


bee 
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Three  years  later,  come  this  July,  the 
ribbon  will  be  cut. 

Today,  a  growing  PPL  is  also  one  of  the 

How  savvy  decision-makers 

are  driven  to  build  an  urgently  needed 

power  plant  between  America's 
two  fastest-growing  cities. 

nation's  leading  marketers  of  electricity  in 
42  states  and  Canada. 

In  addition,  we  deliver  energy  to 
nearly  6  million  customers  in  the  United 
States,  Central  and  South  America,  and  the 
United  Kingdom. 

All  this  from  a  company  that  began  as 
a  local  energy  provider  for  eastern  and 


HAT'S  THE  WORST  JOB  IN  AMERICAN  BUSINESS? 
Running  UAL  Corp.,  parent  of  United  Airlines. 
James  E.  Goodwin,  57,  got  the  lofty  position 
two  years  ago.  He  probably  wishes  he  had 
turned  down  the  promotion. 


Look  at  all  the  enemies  Goodwin  has  made.  Customers 
re  still  seething  over  last  year's  slowdown  by  United  pilots, 
hich  resulted  in  23,700  flight  cancelations.  Caving  in  to 
[lie  pilots,  Goodwin  jacked  up  labor  costs  in  the  last  four 
Quarters  by  $900  million,  or  14%,  and  now  44,000  me- 
'liianics  and  26,000  flight  attendants  are  angrily  waiting  for 
imparable  raises.  Stockholders  hate  him  for  letting  UAL 
lares  sink  from  $62  a  year  ago  to  $33  recently.  Bond-rating 
2,encies  are  fretting  about  Goodwin's  attempt  to  purchase 
S  Airways  Group;  if  the  acquisition  happens,  UAL  will  have 
monstrous  $28  billion  in  debt  (including  off-balance-sheet 
rplane  leases)  perched  atop  $6.2  billion  in  equity.  The 
erger  would  likely  raise  UAL's  borrowing  costs — scary 
hen  you  consider  that  total  debt  service  would  amount  to 
1.5  billion  a  year. 

Surely  United's  competitors  are  happy  with  this  state  of 
fairs?  Unfortunately,  Goodwin  doesn't  even  have  any  ad- 
irers  there.  "United  has  everyone  else  in  the  industry  mad 
it  because  of  that  [pilot]  contract,"  says  Aaron  Gellman, 
rmer  director  of  the  transportation  center  at  Northwestern 
liversity. 

Until  it  was  recently  upstaged  by  AMR's  purchase  of  TWA, 
lited,  with  $19.3  billion  in  revenues  last  year,  was  the  largest 
line  in  the  world.  It  is  also  one  of  the  most  troubled.  In  our 
:ent  airline  survey  (FORBES,  June  11)  United  ranked  dead 
t  among  big  carriers  in  punctuality,  with  40%  of  its  flights 
t  year  failing  to  arrive  on  time.  That  United  ranked  first  in 
3in  comfort  doesn't  make  up  for  this  failing  with  the  cru- 
il  business-traveler  clientele,  who  account  for  55%  of 
lited's  revenues. 

A  34-year  veteran  at  the  airline,  Goodwin  was  supposed  to 
„  tie  labor  problems  after  Gerald  Greenwald's  handpicked 
iixessor  was  driven  off  by  United's  fractious  unions.  But 
iodwin  was  destined  for  trouble.  Union  members  raised 
ir  equity  stake  in  UAL  to  46%  in  return  for  wage  conces- 


tive  $4.9  billion.  Last  year,  v^th  the  economy  humming,  the  pi- 
lots figured  it  was  time  for  a  payback,  and  they  did  not  look 
at  their  faltering  shares  of  stock  as  restitution.  By  the  time 
they  had  wresfled  Goodwin  to  the  floor,  a  senior  747  captain 
was  making  $291,000  a  year. 

Could  Goodwin  have  fought  back  harder?  Maybe — if  he 
had  been  willing  to  take  a  strike  and  shut  down  the  enter- 
prise. A  stronger  leader  could  have  convinced  his  restive  troops 
to  hang  tight  a  bit  longer  on  those  concessions,  since  boosting 
the  stock  price  is  in  everyone's  interest.  As  it  was,  the  pilot 
slowdown  cost  the  company  $500  million  in  revenue  and  an 
immeasurable  amount  in  goodwill. 

As  2000  drew  to  a  close,  United's  operating  expenses  per 
seat-mile  (including  airplane  depreciation)  had  ballooned 
12.8%  from  the  previous  year  to  10.6  cents.  Operating  rev- 
enue was  up  only  7.8%  to  1 1  cents  per  seat-mile.  This  year 
costs  are  higher  and  passenger  volume  will  probably  be 
down.  (It  was  off  3.3%  in  April  and  1.4%  in  May  from  year- 
earlier  levels.)  James  M.  Higgins,  a  transportation  analyst  at 
CSFB,  predicts  that  United  will  post  its  biggest  loss  ever  this 
year — $460  million. 

What's  Goodwin's  answer  to  all  this  ill  will?  He's  decided 
to  compete  with  Warren  Buffett  by  getting  into  the  corporate 
jet  time-share  business — 200  aircraft  within  five  years.  That 
makes  about  as  much  sense  as,  say,  a  California  utility  getting 
into  the  backup  generator  business. 

But  perhaps  the  dumbest  move  of  all  is  his  play  for  US 
Airways.  Taking  on  that  troubled  carrier  (2000  revenue:  $9.3 
billion)  would  only  make  matters  worse.  UAL  pilots  fear  they 
could  lose  their  perks  of  seniority — affecting  pay,  the  planes 
and  routes  they  fly,  pensions  and  days  off.  The  machinists 
have  threatened  to  block  the  merger  unless  they're  guaran- 
teed job  protection.  And  the  flight  attendants  claim  that  the 
merger  would  violate  their  contract  with  UAL. 

US  Airways  is  a  chronic  moneyloser  saddled  with  high- 
cost  union  contracts,  expensive  gate  leases  and  the  threat  of 
low-fare  competition  from  Southwest  Airlines.  United  would 
have  a  hard  time  trimming  costs  and,  by  its  own  estimates, 
have  to  spend  four  years  integrating  the  two  sets  of  labor 
contracts,  computer  systems  and  routes.  The  purchase  would 
come  with  expensive  hubs  in  Pittsburgh  and  Charlotte  that 

Caught  between  unions  and 
customers,  Jim  Goodwin 
hasn't  made  his  task  any  easier. 

BY  MARK  TATGE 
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overlap  United's  hubs  in  Chicago  and 
Washington-Dulles. 

Goodwin  originally  agreed  to  pay 
$4.3  billion  in  cash  for  US  Airways, 
the  equivalent  of  $60  a  share,  plus 
the  assumption  of  $7.3  billion  in  debt. 
US  Airways  was  then  trading  at  $26 
and  has  since  slipped  to  $24.  At  almost 
any  price,  though,  the  acquisition 

Streaming 
Meemies 

Apple  is  pushing  a 
multimedia  standard 
to  boost  QuickTime. 
It  better  hurry. 

BY  DOROTHY  POMERANTZ 

IT  WAS  A  P.R.  COUP:  IN  APRIL  OF  LAST 
year  Apple  Computer  announced 
that  its  QuickTime  software  would 
handle  the  Internet  promotion  of  the 
movie  adaptation  of  J.R.R.  Tolkien's 
classic  trilogy.  The  Lord  of  the  Rings. 

But  nine  months  later  archrival 
RealNetworks  announced  that  it  had 
secured  a  four-year  deal  with  the  stu- 
dio, AOL  Time  Warner's  New  Line  Cin- 
ema, to  distribute  new  trailers  and 
video  clips  using  RealPlayer,  Real's 
streaming  video  software.  Apple  has 
been  relegated  to  showing  one  old 
teaser  on  its  QuickTime  Web  site. 

For  Apple  it  was  another  slap  in  the 
face  by  RealNetworks,  whose  popular 
streaming  video  software  has  48%  of 
the  market.  Close  behind  is  Microsoft's 
Media  Player,  with  38%,  then  Quick- 
Time, with  a  distant  14%  share.  (Apple 
disagrees  its  share  is  so  low.)  That,  de- 
spite such  gimmicks  as  a  Disney  pro- 
motion on  boxes  of  Frosted  Cheerios 
giving  away  QuickTime  software. 

The  stakes  are  huge.  The  company 
that  wins  the  biggest  share  of  the 
streaming  media  players  also  wins  the 
various  add-on  devices,  support  ser- 
vices and  a  presence  on  next-genera- 
tion cell  phones  and  PalmPilots.  For 


would  be  no  bargain. 

"This  is  like  merging  a  Ford  and  a 
Studebaker,"  says  airline  consultant 
Michael  Boyd. 

The  U.S.  Justice  Department  is  hold- 
ing up  approval  of  the  acquisition  while 
it  ponders.what  the  deal  would  do  to  the 
concentration  of  gate  ownership,  and 
fares,  in  smaller  cities.  Here's  one  enemy 


RealNetworks  that  means  more  sales  of 
its  $3,000  "Streaming  Media  Starter 
Kit,"  $20  "Bingo  Slots"  and  other  time 
wasters,  all  of  which  added  up  to  rev- 
enues last  year  of  $242  million.  For 
Microsoft,  which  packages  its  software 
with  Windows,  it  means  domination  of 
what  little  of  the  universe  it  doesn't  al- 
ready control.  For  Apple  it  could  rescue 
the  company's  diminishing  5%  share  of 
the  PC  market,  while  increasing  sales  of 
its  $4,000  Mac  OS  X  server  and  $400 


"virtual  reality"  authoring  software. 
Jupiter  Media  Metrix  estimates  that 
spending  on  streaming  video  technol- 
ogy will  reach  $580  million  next  year. 

"If  Apple  gets  this  supported,  it  has 
a  shot  at  rising  like  a  phoenix  from  the 
ashes  in  the  world  of  multimedia  com- 
puting," says  Steven  Yonder  Haar,  a 
media  analyst  with  the  Yankee  Group. 

Perhaps  figuring  that  he  has  little 
chance  to  beat  Real  and  Microsoft's  lead 
on  the  desktop,  Apple  boss  Steve  Jobs  has 
a  plan  to  leapfrog  the  competition.  By 
urging  the  industry  to  develop  common 
standards  for  the  application  of  stream- 
ing video  and  audio  in  wireless  Internet 


of  United  that  might  be  a  friend  in  dis- 
guise. If  Justice  kiboshes  the  merger — 
or,  barring  its  decision  by  Aug.  1,  if  ei- 
ther side  walks  away  from  the  deal — UAL 
shares  would  probably  rise. 

Even  that  happy  event  might  not  be 
enough  to  save  Goodwin's  neck.  Some 
money  managers  believe  that  come  fall 
he  may  get  the  boot. 


applications  and  television  set-top  boxes 
Apple  stands  to  at  least  hold  its  ground 
the  playing  field  is  leveled. 

"The  open-standard  approach  is  th< 
right  way  to  go.  We  want  to  share  tha 
message  with  the  world,"  says  Timoth- 
Schaafif,  vice  president  of  engineering 
at  Apple. 

Apple  had  a  strong  hand  in  the  for 
mation  last  year  of  the  Internet  Stream 
ing  Media  Alliance,  an  industry  grou) 
that  wants  to  create  a  blueprint  for  ai 
open  standard  that  would  allow  con 
tent  developers  to  write  for  one  forma 
instead  of  three  or  more  now. 

Oh,  and  guess  what  a  significant  poi 
tion  of  that  proposed  standard,  MPEG- 
(as  in  Moving  Picture  Experts  Group 
happens  to  be  based  on?  QuickTime.  It 
partly  for  that  reason  that  there  are  tw 
glaring  omissions  on  the  roster  of  corr 
panics  participating  in  the  aUiance:  Rea 
Networks  and  Microsoft.  Both  insist  th; 
their  offerings  are  superior  to  MPEG-4. 

"They  are  starting  at  a  time  whe 
the  technology  has  already  explodedi 
says  Amir  Majidimehr,  general  mar 
ager  of  Microsoft's  Digital  Med 
Everywhere  Group.  "Millions  of  hou 
of  the  stuff  are  already  out  there.  Tli 
system  has  inertia  and  resists  chang 
People  don't  want  to  code  in  yet  ai 
other  form."  As  for  wireless,  both  coni 
panics  have  already  made  inroadi 
Real's  technology  is  on  Nokia's  nexl 
generation  phone,  and  Microsoft  h 
deals  with  Ericsson  and  NTT  DoCoM 

But  Apple  isn't  backing  off.  "II 
going  to  reach  a  point  where  peop 
just  reaUze  that  this  whole  industry  b 
grown  and  everyone  is  just  using  th 
standard,"  says  Philip  Schiller,  Apple 
vice  president  of  worldwide  produ 
marketing.  So  he  hopes. 
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Biotechnology 
researchers  call  it 
'golden"  rice. 

For  the  color. 
For  the  opportunity. 

"  When  mothers  and  their  children  eat 
an  adequate  amount  of  vitamin  A  in 
a  daily  meal,  it  could  help  alleviate 
more  suffering  and  illness  than  any 
single  medicine  has  done.  " 

The  excitement  expressed  by  plant 
biologist  Charles  Arntzen  reflects  the 
golden  opportunity  that  many  see  in  a 
new  strain  of  rice  being  developed  with 
biotechnology.  "Golden"  rice  contains 
increased  amounts  of  beta-carotene,  a 
source  of  vitamin  A.  Because  rice  is  a  crop 
eaten  by  almost  half  the  world,  golden 
rice  could  help  relieve  a  global  vitamin  A 
deficiency  that  now  causes  blindness  and 
infection  in  millions  of  the  world's  children. 

Discoveries  in  biotechnology,  from 
medicine  to  agriculture,  are  helping 
doctors  treat  our  sick,  farmers  protect  our 
crops— and  could  help  mothers  nourish 
our  children,  and  keep  them  healthier. 
To  learn  more  about  biotechnology  and 
£igriculture,  visit  our  Web  site  or  call  us. 

Council  For 
Biotechnology 
Information 

good  ideas  are  growing 

1-800-980-8660 
www.whybiotech.com 


When  the 
National 
Nanny 
Does  Your 
Laundry 

The  government 
knows  whaf  s  best  for 
you  when  it  comes  to 
buying  a  clothes 
washer— assuming  you 
do  392  loads  a  year. 

BY  DANIEL  FISHER 

JUST  HOW  EFFICIENT  ARE 
energy-efficient  appliances? 
Very,  judging  by  the  bright 
yellow  electricity-use  labels 
Congress  mandated  back  in 
1975.  But  peel  back  to  the 
real  numbers  and  they  seem  to  make 
very  little  economic  sense. 

Example:  Starting  in  2004  you  will 
be  forced  to  buy  a  washer  designed  to 
save  you  $15  to  $48  a  year  in  water  and 
energy  expenses.  It  will  cost  more — as 
much  as  $249  more,  say  Department  of 
Energy  estimates — but  don't  worry, 
you'll  be  making  money  within  three  to 
five  years.  That  is,  if  you  do  at  least  392 
loads  of  laundry  a  year,  live  in  one  of  1 8 
states  where  electricity  costs  are  at  or 
above  the  national  average  of  7.8  cents 
a  kilowatt-hour  and  if  your  opportu- 
nity cost — the  return  you'd  get  by  in- 
vesting in  something  other  than  a  more 
expensive  washer — is  6%  or  less. 

It's  worse  for  air-conditioning  sys- 
tems after  2006.  Under  rules  rushed  in 


during  the  final  days  of  the  Clinton  Ad- 
ministration, makers  of  central  air  units 
must  boost  the  minimum  Seasonal  En- 
ergy Efficiency  Ratio,  or  SEER,  from  1 0  to 
13  over  the  next  five  years.  (A  13-SEER 
unit  consumes  about  23%  less  electricity 
than  a  10-SEER  unit,  mainly  by  using 
larger  copper  heat  exchangers.)  The 
Bush  Administration  has  proposed  scal- 
ing back  to  a  12-SEER  unit,  but  even  that 
will  impose  costs  on  consumers — and 
on  the  environment:  It  costs  energy,  after 
all,  to  smelt  copper  and  to  lug  heavier 
appliances  around  the  country. 

Two  in  five  people  will  lose  money 
buying  new  units,  says  the  Department 
of  Energy.  It  assumes  an  opportunity  cost 
of  5.6%  and  that  you'U  keep  the  unit  for 
18.4  years,  though  the  average  American 
moves  every  7.  The  calculation  is  based 
on  annual  air-conditioning  use  of  1,622 
kilowatt-hours  of  electricity,  reasonable 
in  hot  places  like  Texas  but  not  in  the 
Midwest,  where  the  average  home  uses 
less  than  1,000  kDowatt-hours. 

One  more  problem.  Many  home- 
ovmers  have  to  rearrange  ductwork 
and  interior  walls  to  fit  the  high- SEER 
units,  which  can  be  twice  as  large  as  the 
ones  they  replace.  These  costs  are  not 
included  in  the  government's  payback 
calculations,  though  they  may  dwarf 
savings  on  electric  bills.  Many  con- 
sumers will  just  replace  the  outside  com- 
pressor unit  when  it  fails  and  limp  along 
with  a  smaller  interior  evaporator  coil, 
negating  most  of  the  energy  savings. 


J 


Here's  another  difficulty  with  etU 
ciency  standards:  As  Peter  Huber  suj 
gested  in  FORBES  (May  18,  1998),  th( 
tend  to  backfire  by  inspiring  consumeil| 
to  consume  more.  Force  people  to  insu 
late  their  homes  and  they  squander  th| 
fuel  savings  by  building  larger  house 
Make  appliances  efficient  and  more  pec 
pie  discover  they  must  have  refrigerate 
wine  cellars  and  second  dishwashers. 

None  of  this  should  surprise  env 
ronmentalists:  Fuel-efficiency  standaro 
sparked  the  boom  in  the  ultimate  synji 
bol  of  wasteful  consumption,  the  spo 
utility  vehicle.  Paul  Godek,  an  econc 
mist  with  Economists  Inc.,  attribut< 
half  the  rise  in  market  share  for  ligl 
trucks  to  mileage  rules  that  forced  ai 
tomakers  to  reduce  the  size  of  the 
U.S. -made  cars.  Those  rules  left  ligl 
pickups,  minivans  and  sport  utiliti 
untouched.  Since  small  cars  are  foi 
times  as  deadly  as  larger  vehicles  ini| 
crash,  Godek  says  drivers  switched 
trucks  to  protect  themselves.  "Wl 
Congress  can't  resist  this  temptation 
engineer  stuff  is  beyond  me,"  he  sigh 
■  Is  this  expensive  dance  really  nece 
sary?  Robert  Stavins,  an  economist  at  t 
John  F.  Kennedy  School  of  Govemme 
at  Harvard,  calls  efficiency  rules  "politi* 
pabulum"  that  allows  politicians  to  sic 
step  the  risk  of  letting  energy  prices  flc 
so  that  people  feel  the  fuU  brunt  of  th' 
decisions.  Says  he:  "Better  technology 
not  better  if  it  costs  more  and  doesn't 
what  the  consumer  wants." 
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Get  Morgan  Stanley  Financial  Outlook'"  and 
get  a  customized  plan  to  meet  your  goals. 

More  than  just  a  quick  plan  highlighting  stocks  and  mutual 
funds,  Morgan  Stanley  Financial  Outlook  is  a  thorough 
road  map  for  achieving  your  financial  goals.  College 
and  retirement  planning.  Debt  management.  Cash  flow 
management.  Tax  and  insurance  benefits.  Even  directions 
on  what  to  do  in  a  financial  crisis.  All  individually  prepared 
and  designed  to  ensure  that  you're  more  than  just 
connected  to  your  goals.  You're  well  connected. 


Well  connected 


MorganStanley 


^ant  to  get  Morgan  Stanley  Financial  Outlook? 

/love  your  money,  visit  morganstanley.com  or  call  1-8M0RGAN-N0W. 

jn  Stanley,  Morgan  Stanley  Financial  Outlook,  and  Well  Connected  are  service  marks  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through 
t,an  Stanley  DW  Inc.  and  Morgan  Stanley  &  Co.  Incorporated,  members  SIPC.  ©2001  Morgan  Stanley  DW  Inc. 
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When  David  Wittig 
returned  to  Kansas 
to  take  over  its 
biggest  public  company,  the  locals 
welcomed  him  with  open  arms. 
So  why  do  they  want  to  run  him 
out  of  town  now? 


Problem 


BY  BERNARD  CONDON 


DON'T  READ  THE  CHAT  BOARDS,  AND  I  DON'T  CARE  WHAT 
those  people  think."  This  was  the  response  last  year  of 
David  Wittig,  the  head  of  Western  Resources,  when  told 
about  shareholders  on  the  Internet  calling  for  his  ouster. 

It's  okay'to  think  arrogant  things.  It's  not  such  a  good  ide; 
to  say  them,  not  when  you  are  running  a  heavily  regulated 
utility.  Wittig's  Western,  the  Topeka,  Kans.  electric  utility,  is 

not  doing  so  well  these  days. 
The  security  alarm  business 
it  has  diversified  into  is  losing 
money.  Western  is  asking  foil 
a  rate  increase  on  its  electric 
power  business,  but  regula- 
tors may  instead  shove  a  rate  cut  down  its  throat.  They  have 
put  on  hold  Wittig's  plan  to  split  the  company  in  two  so  he 
can  sell  its  utility  operations  to  Public  Service  of  New  Mexico 
Moody's  is  warning  that  an  upgrade  in  Western's  junk  bond" 
is  less  likely  now  with  the  deal  in  danger. 

Wittig,  now  45,  did  not  envision  such  trouble  when  he  lef 
a  job  as  co-head  of  mergers  at  Salomon  and  returned  to  hi; 
home  state  as  something  of  a  conquering  hero.  With  a  hotsho 
like  this  at  Western,  it  seemed  for  once  a  Kansas  firm  would  be 
the  acquirer  in  the  merger  wars,  not — like  Santa  Fe  Railroad 
Pizza  Hut  and  Beech  Aircraft — the  target.  Wittig  became  chie 
dealmaker  and  heir  apparent  to  John  E.  Hayes  Jr.,  a  gregari 
ous  charmer  who  was  soon  to  retire  as  head  of  the  utility 
With  rapid-fire  deals  in  nonutility  businesses,  Wittig  turnefl| 
Western,  whose  revenues  last  year  were  $2.4  billion,  into  wh 
analysts  for  a  while  praised  as  a  model  for  a  deregulated  aga 
Wittig  took  over  the  company  in  July  1998. 

But  it  was  too  much,  too  fast,  and  the  stock  has  collapse«| 
from  its  $44  peak  in  1998  to  a  recent  $20.  Suddenly  Wittig  hai 
a  p.r.  problem.  He  is  fielding  questions  about  his  use  of  thi 
corporate  plane,  his  fat  paycheck,  even  his  recent  purchase  a 
Topeka's  most  famous  property,  a  mansion  once  owned  bi 
statesman  Alf  Landon. 

"I  haven't  seen  anything  like  this  in  32  years  in  the  busj 
ness,"  says  utility  analyst  Edward  Tirello.  "The  focus  is  on  hj 
personality,  not  on  the  rates." 

Wittig's  first  big  target  was  Kansas  City  Power  &  Light, 
neighboring  utility  that  Hayes  had  coveted  for  years.  In  Janu 
ary  1996  rival  UtiliCorp  United  announced  it  was  buyin 
KCP&L  for  $1 .4  billion.  Western  countered  with  a  $1 .7  biJ 
lion  offer  that  KCP&L  ignored.  So  Hayes  and  Wittig  re 
solved  to  break  up  the  UtiliCorp  deal  by  lobbyini 
shareholders  to  vote  against  it,  then  push 
ing  their  own  bid.  Wittig  brok 


Twister  on  the  Plaint 
Wittig  promised  to  buil 
but  is  selling  insteai 
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WE  DIDN'T  JUST  JUMP  ON  THE 
NFRASTRUCTURE  BANDWAGON. 

WEBUIUIT 


time  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
rastructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
center'  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
^structure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
ware.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
/ire  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
night.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
n  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
software  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associates^ 


O  TOMORROW    WE  ARE  COMPUTER  ASSOCIATES    THE  SOFTWARE  THAT  MANAGES  eBUSINESS" 
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Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respsctive  companies. 


^iSIEAN  RESOURCES 

Western's  top  executives  into  teams  of  two  and  then  flew 
them  to  a  half-dozen  cities  to  visit  big  shareholders.  When 
they  returned,  they  cold-called  smaller  holders  in  a  month- 
long  siege,  reading  from  a  page  of  bullet  points  Wittig  had 
drawn  up. 

Shareholders  killed  the  UtiliCorp  deal  that  summer.  A 
few  months  later  Western  made  an  unsolicited  $3.5  billion 
bid  for  ADT,  the  nation's  largest  home  security  company.  It 
was  a  brazen  move.  Western  already  had  one  hostile  deal  in 
the  works,  and  just  two  days  earlier  it  had  agreed  to  buy 
Westinghouse  Electric's  competing  security  operations. 

KCP&L  finally  gave  in  to  Western,  the  first  time  a  U.S.  util- 
ity had  surrendered  to  a  hostile  bid.  Western  had  just  bought 


an  85%  stake  in  Protection  One,  the  second-largest  home  se- 
curity firm.  Wittig  was  outbid  for  ADT  but  sold  Western's 
ADT  shares  for  an  $800  million  profit. 

There  were  worrisome  signs.  Before  Wittig  joined,  Hayes 
had  overpaid  for  a  Wichita,  Kans.  utility  and  had  never  as- 
suaged anger  in  that  town  over  high  rates.  But  Hayes  knew 
success  in  a  regulated  industry  was  as  much  about  diplomacy 
as  it  was  about  business.  So  he  courted  lawmakers  and  bu- 
reaucrats and  conceded  ground  occasionally.  A  rate  cut  here. 
An  apology  there.  He  even  committed  the  names  of  regula- 
tors' alma  maters  and  favorite  sports  teams  to  memory. 

Wittig  was  all  bluster.  Wichita  Mayor  Robert  Knight  re- 
calls him  once  saying,  "If  you  don't  want  us  here,  we'll  move 
our  800  jobs  elsewhere." 

The  stock  rose  anyway,  then  hubris  struck.  Wittig  decided 
to  recut  the  KCP&L  deal  to  take  into  account  Western's  high 
stock  price.  The  two  sides  had  to  renegotiate,  and  that  meant 
delay — risky,  given  the  long  regulatory  approval  process. 

The  stock  began  to  fall  shortly  thereafter.  First  came  a  Se- 
curities &  Exchange  Commission  investigation  into  the  way 
Protection  One  booked  some  expenses.  Wittig  was  defiant. 
Western  fired  off  angry  letters  to  the  feds  instead  of  trying  to 
defuse  the  issue.  The  SEC  eventually  forced  Western  to  restate 
profits.  Then  alarm  customers  started  complaining  about 
shoddy  service  and  began  defecting  to  rivals.  By  the  end  of 
1999  Western  stock  had  tumbled  to  $17. 

KCP&L  killed  the  deal  in  January  2000.  Two  days  later  Wit- 
tig made  that  comment  about  how  angry  shareholders  could 
go  fly  a  kite,  and  things  got  worse.  Western's  proxy  statement 
came  out,  and  Kansas  papers  ran  stories  about  his  $8  million 
pay  package.  Wittig  later  asked  regulators  for  a  $151  million 
rate  hike,  which  in  itself  was  reasonable  enough.  Western, 
after  all,  deserved  compensation  for  generators  it  had  buUt  to 
avoid  the  kind  of  blackouts  now  hitting  California. 

The  timing,  however,  was  awful.  Walker  Hendrix,  a  lav^^er 
representing  ratepayers,  asked  to  see  logs  for  the  company's 
fleet  of  planes,  including  a  Citation  X  jet  bought  after  Wittig 
took  over.  Wittig  protested  that  the  flights  were  irrelevant  be- 
cause their  costs  are  excluded  from  calculations  used  to  set 


rates.  The  Kansas  Corporation  Commission,  which  is  poni 
dering  a  proposal  from  its  own  staff  to  order  Western  to  cui 
rates  by  $92  million,  eventually  forced  Wittig  to  show  the  air- 
plane logs  to  Hendrix.  Hendrix  was  not  permitted  to  release 
the  data  publicly,  but  there  was  no  shortage  of  press  coverage 
of  the  feud,  so  the  popular  impression  is  that  Wittig  is  jettin| 
around  at  ratepayers'  expense.  Then  a  reporter  found  ou 
that  Wittig  had  gotten  Western  to  promise  to  buy  back  th( 
Landon  mansion  from  him  should  he  ever  leave  the  com 
pany.  "Are  customers  paying  for  multimUlion-dollar  salaries 
mansions  and  corporate  jets?"  asked  Wichita's  Knight,  whi 
has  threatened  to  set  up  a  city-owned  utility. 


Wittig  wants  to  extract  himself  from  the  regulated  utilj 
business,  but  he  may  not  be  permitted  to  do  so.  Western 
struck  a  deal  to  sell  its  electric  power  assets  to  Public  Service 
New  Mexico  in  an  all-stock  transaction  worth  $1.5  billion 
fore  that  merger  the  plan  calls  for  Western  to  organize  its  non 
tility  assets  as  a  firm  called  Westar  Industries  and  to  spin  t 
off  to  Western  shareholders.  Wittig  would  stay  with  Westar. 

But  Hendrix  is  raising  a  stink  about  how  much  of  We 
em's  debt  would  be  left  behind  with  the  utility  assets,  a 
nothing  is  likely  to  happen  without  the  approval  of  state  u 
ity  regulators.  Wittig's  response  is  a  proposal  under  wh 
Westar  would  use  proceeds  from  selling  its  shares  to  f 
down  utility  debt.  It's  a  deal  that  isn't  winning  Wittig  f; 
am.ong  ratepayers  or  shareholders. 

When  Wittig  came  to  town,  Western  was  paying  a  $2 
annual  dividend.  The  payoff  is  down  to  $1.20  now,  and  if 
New  Mexico  merger  goes  through,  each  Western  share  i 
turn  into  a  share  of  a  new  company  paying  only  80  cents, 

"We  had  such  high  hopes  when  David  arrived,  because 
brought  knowledge  beyond  Topeka,"  says  former  mayor  J( 
Wagnon  as  she  drives  past  empty  downtown  storefroi 
"Now  I  wonder  if  there  are  any  real  local  companies  left.' 
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Fannie  Mae  makes  affordable  mortgage  funds 
available  to  large  and  small  lenders  across  America. 

Which  means  the  American  Dream 

is  available  in  everyone's  hometown, 

The  Sandovals'  dream  was  a  split-level  home  in  Spring,  Texas.  For  the  Pearsons,  it 
was  a  bungalow  in  Cary,  North  Carolina.  At  Fannie  Mae,  we  know  the 
American  Dream  comes  in  all  shapes  and  sizes  and  stretches  across  large 
cities  and  small  towns. 

_  Which  is  why  we  make  sure  lenders  of  all  sizes,  from  the  largest  to  the 

rSk'     ailllieiVLa.e  smallest,  have  access  to  a  full  range  of  mortgage  products  and  technology. 

www.fanniemae.com 

For  example,  our  e-commerce  strategies  allow  community  banks  to 
offer  their  customers  the  full  range  of  Fannie  Mae  mortgage  options, 
which  helps  more  Americans  get  into  homes  of  their  own. 

So  no  matter  which  way  you  turn,  Fannie  Mae  is  helping  make  sure  that  more 
families  have  more  choices  through  lenders  both  large  and  small.  Which  keeps  the 
American  Dream  thriving  in  hometowns  all  across  the  country. 
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Cleaning  house,  Nyberg  found  a  gem 

TWA  offer  or  booking  anothe 
Caribbean  flight. 

The  software  Travelocit 
bought  to  perform  this  market 
ing  trick  was  from  neither  Ora 
cle,  IBM  nor  Microsoft  but  front 
the  Httle-known  Teradata  divi 
sion  of  NCR.  That's  right,  thai 
NCR — the  117-year-old  cas 
register  firm  where  Thomaj 
Watson  worked  before  he  wen 
off  to  run  IBM. 

The  Dayton,  Ohio  compani 
has  dropped  off  most  people 
radar  screens.  Its  last  brush  wit 
recognition  came  in  the  mic 
1990s,  when  AT&T,  havin 
bought  it  for  $7.5  billion  in  199] 
ended  up  spinning  it  off  to  il 
shareholders  five  years  later  afte 
losing  more  than  $3  billion  on 

"NCR  was  a  broken  com 
pany,"  recalls  Lars  Nyberg,  th 
company's  Swedish-born  ch» 
executive.  "I  was  nervou 
whether  we  could  ever  get  bac 
to  profitability.  Once  you  los 
your  edge  in  technology,  it  is  a 
tremely  difficult  to  come  back 

Nyberg  has  managed  such 
feat.  Over  the  past  five  years  t 
compressed  30  business  lines 


NCR 


BY  PAUL  KLEBNIKOV 

EARLY  LAST  YEAR  TWA  AN- 
nounced  a  special  $360  round- 
trip  fare  between  Los  Angeles 
and  San  Juan,  Puerto  Rico. 
Travelocity,  the  Web's  biggest 
online  travel  site  with  27  million  mem- 
bers, wanted  to  take  advantage  of  the 
promotion.  A  traditional  marketing 
pitch  would  have  notified  the  whole 
Hispanic  community  in  the  L.A.  area — 
including  people  who  have  no  interest 
in  Puerto  Rico. 

Instead,  Travelocity  consulted  its 
data  warehouse,  a  central  repository 
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The  old  cash  register  vendor  has  finally  found 
a  sweet  spot  in  the  computer  market: 
helping  big  companies  approach  their  customei 
with  the  intimacy  of  a  neighborhood  shop. 


for  all  the  significant  transaction  and 
customer  data  that  the  site  collects. 
Within  a  few  hours  it  had  identified 
30,000  customers  in  L.A.  who  had  in- 
quired about  fares  to  Puerto  Rico.  An 
e-mail  went  out  to  them  the  next 
morning,  with  an  astounding  25%  of 
the  targeted  crowd  either  taking  the 


3:  automatic  teller  machines,  cash  regi 
ters  and  Teradata.  By  tossing  out  PC 
servers  and  bank  branch  automatic 
hardware,  he  has  steadily  boosted  NC^ 
profitability,  even  as  revenues  have  coi 
tinned  to  shrink.  The  company  nett< 
$229  million  on  $6  billion  in  sales  li 
year.  It  stiU  depends  on  the  stagnant  Al| 
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and  cash  register  businesses  for  68%  of 
operating  profits.  But  the  growth  engine 
has  been  and  will  continue  to  be  Tera- 
data,  with  $1.1  billion  in  sales. 

Businesses  are  scrambling  to  make 
sense  of  the  data  avalanche  brought  on 
by  e-commerce.  Data  volume  in  many 
industries  is  doubling  every  8  to  12 
months,  says  Harry  R.  Kolar,  director  of 
business  intelligence  strategy  at  IBM. 
While  a  traditional  database,  even  a 
very  big  one,  allows  for  only  the  sim- 
plest, most  repetitive  queries,  a  data 
warehouse  is  multidimensional,  allow- 
ing for  data  to  be  analyzed  using  hun- 
dreds of  variables  simultaneously.  The 
data  warehouse  market,  around  $15 
billion  this  year  in  hardware,  software 
and  services,  is  expected  to  grow  to  $25 


NCR  once  aimed  to  be  a  top  PC  maker. 
But  since  1995  it  has  left  the  computer 
hardware  business  and  focused  on 
profitable  data  warehousing. 
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There's  no  need  to  move  down  mar 


billion  in  three  years. 

Teradata  dominates  the  market  for 
huge  data  warehouses,  defined  as  those 
bigger  than  I  terabyte,  or  1  trillion  bytes 
of  data  (that's  how  many  characters  you 
would  find  in  2  million  books).  Its  sys- 
tems are  in  12  of  the  20  largest  global 
telecom  firms,  a  third  of  the  50  largest 
banks,  3  of  the  4  largest  retailers,  and  7 
of  the  10  largest  international  airlines. 
SBC  Communications  uses  Teradata  to 
run  the  biggest  commercial  data  ware- 
house, with  125  terabytes  of  disk  space. 

When  Office  Depot  was  shopping 
for  a  4-terabyte  data  warehouse  in 
mid- 1999,  it  chose  Teradata  over  IBM. 
"We're  an  IBM  shop  and  we  buy  a  lot 
of  equipment  from  them,  but  we  con- 
sulted with  other  retailers — Sears, 
J.C.  Penney,  Wal-Mart — and  found 
that  they  all  use  Teradata  ware- 
houses," says  William  Seltzer,  Office 
Depot's  chief  information  officer. 

Lowe's,  the  big  hardware  store 
chain,  began  developing  a  Teradata 
warehouse  over  the  past  year.  By 
matching  the  names  or  addresses  of  its 
customers  with  their  SIC  (business-cat- 
egory) codes,  it  discovered  that  a  major 
portion  were  not  contractors  or  home- 
owners— as  it  had  long  beUeved — but 
small  businesses  such  as  pizzerias,  hair 
salons  and  bars,  which  either  bought 
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their  maintenance  supplies  fro 
Lowe's  or  wanted  to  refurbish  their  f 
cilities  themselves.  Lowe's  is  now  plai 
ning  to  supplement  its  TV  and  newsp 
per  marketing  pitches  with  mo 
efficient  direct-mail  campaigns. 

SBC  is  using  a  Teradata  system  I 
identify  patterns  in  trouble  reports  ai| 
billing  inquiries.  Soon  it  may  be  able 
pinpoint  which  customers  are  likely 
switch  carriers  and  preempt  them  wi 
discounts  and  special  offers. 

NCR  ended  up  with  its  data  wai 
housing  lead  almost  by  accident 
bought  Teradata  in  1991  for  $520  n" 
Uon,  but  let  it  languish  as  an  obscure 
vision  in  El  Segundo,  CaUf.,  with  stj 
nant  sales  and  large  operating  loss 
"The  NCR  sales  force  didn't  know  h 
to  sell  the  product.  There  were  a  lot 
people  who  thought  we  should  get 
of  it,"  says  Nyberg. 

Over  the  past  four  years  he  has 
organized  it  as  a  stand-alone  divisii 
boosted  its  research  budget 
quadrupled  its  sales  force.  As  sales  h  lejjing 
grown,  the  losses  have  been  pa 
down  ($34  million  last  year)  and  I 
berg  predicts  Teradata  will  be  profitai^ 
this  year.  "At  this  point,  out  of  ev  twtiu 
dollar  we  add  to  Teradata's  reveni 
half  falls  to  the  bottom  fine,"  he  ss  prj^, 
Teradata's  revenue  grew  31%  last  y  t^^^^ 
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and  Nyberg  expects  it  to  grow  20%  or 
more  for  the  next  several  years,  reach- 
ing $2  billion  by  2003. 

Data  warehouses  and  the  ability  to 
pinpoint  customers  are  especially  im- 
portant for  those  businesses  selling 
commodity-like  services  in  recently 
deregulated  markets  such  as  airlines, 
telecom  and  financial  services. 

Earlier  this  year  when  Dallas-based 
Credit  Union  of  Texas  decided  to  pitch 
its  auto-lease  product  to  its  members,  it 
consulted  its  IBM  data  warehouse.  It 
compared  the  1,100  clients  who  had 
;aken  out  an  auto  lease  in  the  past  with  a 
control  group  of  14,000  other  members, 
unning  these  two  groups  against  some 
50  variables,  the  credit  union  found 
at  neither  household  income  nor  age 


s  Nyberg.''The  market  is  coming  to  US." 


software  to  pick  through  billions  of 
transaction  records  and  make  sense  of 
them  is  the  challenge.  Teradata  sells  both 
the  machines  and  the  software  for  ware- 
houses. Say  you  have  1  terabyte  of  data, 
for  $2  million  dollars  you  could  get  an 
installation  that  includes  software,  an 
NCR  server  with  16  Intel  Xeon  Pentium 
III  processors  working  in  parallel,  four 
1 -terabyte  disk  arrays  and  the  ability  to 
move  120  megabytes  of  data  per  second. 

The  competitive  threat,  though,  is 
from  vendors  of  database  software  that 
can  rvm  on  a  variety  of  big  computers.  In 
very  small  warehouses  (below  200  giga- 
bytes) Microsoft  software  is  often  used. 
For  larger  warehouses  the  competition 
comes  from  Oracle's  9i  database  and 
IBM's  DB2,  and  these  have  the  advantage 


as  as  significant  a  factor  as  it  had  car- 
er assumed.  Other  variables,  such  as 
iittvnership  of  a  truck  or  the  presence  of 
ov^iildren  6  and  older,  emerged  as  strong 
,  t  fetors  in  the  decision  to  lease  an  auto, 
t  jsing  this  information,  the  credit  union 
jf  j  nt  letters  to  the  15,000  most  likely 
ospects  in  early  March.  While  its  pre- 
ous  marketing  pitches  typically  had  a 
/o  response  rate,  this  targeted  mailing 
is  had  a  4.5%  response  rate  so  far — 
eaning  it  now  costs  $40  to  land  one 
istomer,  rather  than  $175  before. 
Ever  since  the  mainframe  era  of  the 
60s,  marketers  have  been  fantasizing 
out  the  statistics  they  could  pluck  from 
lata  warehouse.  Now  that  storage  disks 
d  processing  power  are  a  millionfold 
eaper,  the  hardware  is  the  easy  part;  the 


of  running  on  machines  from  IBM,  Sun 
Microsystems  and  Hewlett-Packard  that 
are  familiar  to  big  businesses. 

Among  IBM's  clients  are  Deutsche 
Telekom  and  Prudential.  "NCR  does 
have  very  large  customers,  no  question 
about  it,"  says  IBM's  Kolar.  "But  we 
have  brought  out  six  warehouse  prod- 
uct releases  in  five  years.  We  are  very 
committed  to  this  market." 

Oracle,  with  Amazon  and  Best  Buy 
among  its  customers,  boasts  that  its 
data-mining  software  is  embedded  in- 
side the  software  that  organizes  the 
database — while  IBM  and  NCR  ware- 
houses are  in  a  sense  pasted  atop  the 
database.  "NCR  got  an  early  start,"  ad- 
mits Jagdish  Mirani,  Oracle's  senior  di- 
rector of  data  warehouse  product  mar- 
keting. "But  their  weakness  is  that  they 
run  on  a  proprietary  server.  High-end 
data  warehouses  are  not  that  special 
anymore,  and  we  think  that  anything 
that  goes  mainstream  should  be  ad- 
dressed with  standard  technology." 

For  now,  however,  Oracle  ware- 
houses can't  approach  NCR's  in  size, 
speed  and  ability  to  handle  complex 
queries.  "Several  years  ago,  we  were 
considering  moving  down  market  to 
capture  more  revenues,"  says  Nyberg. 
"But  today  that  is  no  longer  an  issue. 
The  market  is  coming  to  us."  F 
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Gene  Bully 

With  powerful  patents  Affymetrix  rules 
the  DNA-chip  market.  Does  that  give 
it  the  right  to  curtail  academic 
discussion?  a 

'.'Al.  •  ' 


BY  ZINA  MOUKHEIBER 

ON  CHRISTMAS  EVE  1999 
armed  FBI  agents  showed  up 
with  a  warrant  at  Roche  Bio- 
science's offices  in  Palo  Alto, 
Calif.  They  headed  to  a 
building  housing  the  company's 
genetic  research  data,  brusquely  or- 
dered employees  out  and  seized  com- 
puter disk  drives. 

The  same  day  in  Seattle,  FBI  agents 
appeared  at  the  home  of  Eric  Schadt,  a 
36-year-old  scientist  and  former  Roche 
employee.  They  relieved  him  of  a  piece 
of  software  and  demanded  to  know  if 
he  had  stolen  code  belonging  to 
Affymetrix,  the  leading  maker  of 
microchips  used  to  analyze  genetic 
information. 

Who  tipped  off  the  FBI  remains  a 
mystery.  Affymetrix  denies  it  instigated 
the  investigation,  but  it  is  aiding  the  FBI 
and  the  U.S.  attorney's  office  in  San 
Jose,  Calif,  in  pursuing  Schadt  on  theft 
charges.  A  grand  jury  there  has  yet  to 
hand  up  an  indictment;  he  remains 
under  criminal  investigation  for  alleged 
theft  of  trade  secrets.  In  the  meantime 


Schadt's  career  hangs  in  the  balance. 

The  cops-and-robbers  raids  under- 
score how  cutthroat  genomics  has  be- 
come. With  75%  of  the  DNA  chip  mar- 
ket, Affymetrix  reigns  supreme  in  its 
biotech  sector.  Its  chips — tiny  glass 
wafers  studded  with  genetic  material — 
are  fed  into  scanning  machines  running 
Affymetrix  analytic  software.  Re- 
searchers use  these  estimated  $175,000 
GeneChip  systems  to  identify  genes  and 
gene  expression — the  translation  of 
DNA  into  the  proteins  that  determine 
sickness  and  health. 

Affymetrix  is  expected  to  sell  $200 
million  worth  of  hardware  and  soft- 
ware this  year.  A  sharp  drop  in  order 
growth  in  the  most  recent  quarter  cut 
its  shares  in  half  to  $24,  but  its  market 
capitalization  remains  a  rich  six  times 
those  projected  sales. 

New  players  are  horning  in,  includ- 
ing Motorola,  Agilent  and  Corning,  but 
none  is  as  sharp-elbowed  as  Affymetrix. 
The  company's  patent  position  has  al- 
lowed it  to  require  some  of  its  cus- 
tomers to  grant  it  licensing  rights  to  in- 
ventions made  using  its  chips  or  to  data 


resulting  from  the  use  of  its  chip; 
Affymetrix  is  currently  embroiled  i 
patent-infringement  suits  with  biotec 
rivals  Hyseq,  Incyte  and  Applera.  La- 
year  it  spent  a  chunk  of  its  $113  milli(  > 
in  overhead  on  legal  fees. 

Affymetrix's  tight  control  of  its  so* 
ware  goes  against  the  recent  trend  t 
ward  open-source  software,  like  th 
Linux  operating  system,  whose  open 
available  source  code  can  be  freely  ti 
kered  with  by  users. 

The  open-source  movement  h 
spilled  over  into  biotech.  Nine  years  at 
University  of  Washington  compute 
tional  biologist  Philip  Green  wante 
more  accurate  reading  of  DNA  lette 
on  machines  made  by  Applied  Biosy 
tems,  the  same  machines  used  by  Ce 
era  to  decipher  the  human  genome  ^ 
he  developed  his  own  software. 

Applied  Biosystems  was  irked,  bi 
didn't  bother  to  retaliate.  No 
Green's  software  is  considered  the  ii 
dustry  standard  and  is  freely  availab 
to  academics.  "It  ended  up  making  tl 
platform  more  powerful,"  says  Dou 
las  Bassett,  head  of  biosoftware  proi 
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ucts  at  Rosetta  Inpharmatics. 

Schadt  got  into  trouble  because  of 
his  eagerness  to  publish,  with  a  col- 
league, improvements  on  Affymetrix's 
software.  Customers  have  expressed 
frustration  with  the  software,  which 
measures  protein  levels  in  a  cell. 

Some  scientists  call  it  a  "black  box" 
and  want  to  be  able  to  fiddle  with  the 
data  by  developing  their  own  algo- 
rithms. Relying  on  Affymetrix  software 
alone,  scientists  fear  they  might  be 
missing  important  genes.  "A  single  al- 
gorithm isn't  going  to  be  100%  effec- 
tive. It's  like  wearing  glasses  that  allow 
you  to  see  only  one  color,"  says  An- 
thony Hunt,  a  chemistry 
professor  at  the  Univer- 
sity of  California  San 
Francisco. 

Drug  firms,  which 
make  up  slightly  more 
than  half  of  Affymetrix's 
customers,  have  deep 
enough  pockets  to  by- 
pass its  software  and  de- 
velop their  own.  "It's 
limited  based  upon  our 
needs,"  says  Robert  Bur- 
roughs, a  spokesman  for 
Gene  Logic,  a  big  Affy- 
metrix  customer. 

Roche  Bioscience,  a 
U.S.  research  arm  of 
Swiss  drug  giant  Hoff- 
mann-La Roche,  hired 
Schadt  in  January  1998 
to  develop  new  algo- 
rithms that  would  ana- 
lyze gene  expression. 

Schadt,  then  a  doctoral  candidate 
in  biomathematics  at  the  University 
of  California  Los  Angeles,  began  col- 
laborating with  Wing  Wong,  a  tal- 
ented 47-year-old  statistician  then 
teaching  at  UCLA.  Roche  signed  a  con- 
tract with  UCLA,  paying  $60,000  to  de- 
velop the  algorithms  in  exchange  for 
the  right  to  license  the  patents.  As  part 
of  the  contract  Schadt  and  Wong  had 
the  right  to  publish  their  work  after 
Roche  had  60  days  to  review  it  and  30 
more  days  to  ask  the  university  to  file 
for  patents. 


"It's  like 
wearing 
glasses 
tiiat  allow 
you  to  see 
only  one 
col 


good  results.  In  May  1999  Schadt  pre- 
sented his  work  at  a  conference  in  Lake 
Tahoe,  Calif  He  announced  that,  using 
new  statistical  techniques,  Roche  had 
singled  out  an  asthma-related  gene 
faster  than  it  would  have  with  Affy- 
metrix's software.  Immediately  after 
Schadt's  talk,  the  Journal  of  Cellular 
Biochemistry  invited  him  and  Wong  to 
publish  their  findings.  Roche  signed  off 
on  the  manuscript  and  passed  it  along 
to  Affymetrix.  Under  its  contract  Roche 
had  to  share  with  Affymetrix  any  im- 
provements on  its  software. 

Afiymetrix  became  concerned  over 
information  revealing  the  number 
of  redundant  DNA  se- 
quences on  a  chip.  That 
was  a  useful  tidbit,  be- 
cause too  much  overlap 
could  misidentify  the 
presence  of  a  gene. 
Schadt  and  Wong  com- 
plied with  the  company's 
wishes  and  deleted  the 
information.  Affymetrix 
gave  the  green  light. 

In  November  1999 
Rosetta  Inpharmatics,  a 
bioinformatics  company 
in  Kirkland,  Wash.,  hired 
Schadt  away  from  Roche. 
Rosetta,  recently  bought 
by  Merck,  develops  soft- 
ware to  analyze  genetic 
data  and  sells  it  through 
Agilent,  one  of  Affy- 
metrix's chief  rivals. 

Schadt's  departure  to 
Rosetta  set  off  whispers 
inside  Roche  that  he  might  have  passed 
along  information  belonging  to  Roche 
and  Affymetrix.  Roche  set  up  an  inter- 
nal board  to  investigate  the  rumors,  but 
cleared  Schadt. 

Soon  after,  the  FBI  showed  up. 
Roche  is  not  the  target  of  the  investiga- 
tion and  has  recently  recovered  its 
disks.  But,  because  the  company  had  to 
drop  the  controversial  Schadt/Wong 
code,  its  gene  expression  work  was  set 
back  almost  a  year.  Rosetta  will  not 
comment  beyond  what  it  has  disclosed 
in  its  financial  documents — namely. 


The  new  software  seemed  to  yield    that  the  FBI  is  investigating  one  of  its 
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employees  for  "certain  software  devel- 
opment activities  prior  to  his  employ- 
ment with  us"  and  that  this  may  "result 
in  adverse  publicity  that  could  ad 
versely  affect  our  business." 

In  January  Schadt  and  Wong 
pushed  ahead  with  their  research  anc 
attempted  to  publish  another  article 
about  their  software.  They  submittet 
the  paper  to  Roche,  which  approved  it 
then  duly  showed  it  to  Affymetrix. 

The  company  returned  to  th 
authors  a  heavily  marked-up  copy 
requesting  that  large  portions  of  th 
article  be  deleted,  including  a  side-by 
side  comparison  of  the  two  gene  ex 
pression  algorithms.  Negotiations  on 
compromise  broke  down  when  Won 
refused  to  delete  a  paragraph  statin 
his  intention  to  make  the  softwai 
available  to  scientists  for  free.  In  a  last 
ditch  effort  Roche  tried  to  get  UCLA  t 
patent  the  algorithm  and  in  turn  11 
cense  it,  which  would  have  halted  pub 
lication,  but  the  60-day  review  deac 
line  had  run  out. 

Also,  in  an  about-face  Affymetri 
informed  UCLA  that  it  would  not  ad 
prove  the  Journal  of  Cellular  Biochetfi 
istry  paper.  The  company  threatened  1 
sue  the  university  if  it  allowed  publ 
cation.  The  school  refused  to  bac 
down.  Affymetrix  denies  it  made  ar 
threat. 

In  April  2000  Wong  and  Scha 
submitted  their  second  manuscript 
Nature  Biotechnology,  which  turned 
down  on  editorial  grounds.  In  Octob 
the  Journal  of  Cellular  Biochemist 
published  the  first  article.  Wong,  nc 
teaching  computational  biology  at  Hs 
vard,  posted  the  software  on  the  Web 

Affymetrix  insists  that  it  encourag 
scientific  publication  except  when 
feels  its  trade  secrets  could  be  compr 
raised.  The  company  may  have  t 
market  share,  but  its  goodwill  in  acac 
mia  may  be  slipping.  "Affymeti 
should  learn  from  the  software  indi 
try.  They're  being  shortsighted,"  si 
UCSF's  Himt. 

Conflicts  like  this  aren't  going  aw 
Scientists  thrive  on  publicity.  The  pt 
pie  who  sometimes  pay  their  bills  : 
more  interested  in  royalties. 
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In  Hot  Water 

Trade  associations  that  set  safety  standards 
were  ignored  in  liability  claims— until  plaintiff 
lawyers  looked  for  deep  pockets. 


A DECADE  AGO  SHAWN  ME- 
neely,  then  16,  dove  into  a 
friend's  below-ground  swim- 
ming pool  225  miles  east  of 
Seattle,  broke  his  neck  on  the 
pool's  sloping  bottom  and  became  a 
quadriplegic.  The  makers  of  the  diving 
board  and  vinyl  pool  lining,  the  pool 
seller  and  the  homeowner  where  the  ac- 
cident occurred  all  settled  a  lawsuit. 

But  Meneely  also  went  after  the  Na- 
tional Spa  &  Pool  Institute,  a  trade  as- 
sociation in  Alexandria,  Va.  that  sets  vol- 
untary safety  standards  for  residential 
pools.  The  institute  had  nothing  to  do 
with  designing,  manufacturing  or  in- 
stalling the  pool — in  fact,  its  guidelines 
weren't  used  by  the  builder — so  it  re- 
fused to  settle.  But  a  jury  nonetheless 
held  it  liable  for  $6.6  million  in  dam- 
ages, a  verdict  that  was  upheld  by  two 
appeals  courts  in  Washington  State. 

The  decision  may  signal  a  stepped- 
up  attack  on  associations  that  could 
come  to  haunt  the 
cause  of  accident  pre- 
vention if  it  ends  with 
standards-setting 
groups  refusing  to  get 
involved  in  safety  is- 
sues. The  Consumer 
Products  Safety 
Commission  could 
step  in,  but  this  gov- 
ernment agency  relies  on  trade  associa- 
tion safety  standards  for  an  estimated 
90%  of  the  15,000  products  under  its 
jurisdiction. 

"It's  a  divergent  case  that  has  caused 
considerable  consternation,"  says  Amy 
Marasco,  general  counsel  for  the  Amer- 
ican National  Standards  Institute,  which 
administers  voluntary  standardization 
in  the  U.S.  To  protect  its  assets,  the  pool 


A  ruling  could 
harm  the  cause 
of  accident 

prevention .  


group  was  forced  to  file  for  bankruptcy 
(it's  now  out  of  it)  and  sell  off  its  $3  mil- 
lion (net  income)  trade  show. 

Until  this  decision  virtually  all  courts 
declined  to  extend  product  liability  to 
associations  that  develop  voluntary 
safety  standards  in  good  faith.  Similar 
suits  that  targeted  such  groups  as  the 
Truss  Plate  Institute  and  the  National 
Fire  Protection  Association  were  dis- 
missed or  settled  out  of  court.  The  ex- 
ception: a  1996  New  Jersey  jury  verdict 
of  $405,000  against  the  American  Asso- 
ciation of  Blood  Banks,  which  mandates 
its  members  to  comply  with  standards. 

The  legal  question  here  is  whether, 
once  an  association  takes  on  the  re- 
sponsibility of  setting  safety  standards,  it 
owes  what's  called  a  "duty  of  care"  to 
consumers.  Analogous  question:  Should 
a  bystander  who  tries  to  assist  an  acci- 
dent victim  but  leaves  him  worse  off  be 
liable  for  damages?  There  are  laws  to 
protect  Good  Samaritans,  but  they  don't 
always  protect  face- 
less corporations  like 
trade  associations. 
The  Washington  State 
appeals  court  ruled 
that  the  pool  institute 
neglected  its  duty 
when  it  failed  to  heed 
a  1974  study  that 
warned  against  using 
diving  boards  with  the  particular  type  of 
pool  involved  in  the  Meneely  accident. 
The  study  suggested  that  the  standards 
allowed  insufficient  water,  about  seven 
feet,  from  the  tip  of  a  diving  board  to  the 
bottom. 

"One  of  the  defenses  of  the  manu- 
facturers is,  'Gee,  we  were  just  following 
the  standards,' "  says  Jan  Peterson,  Me- 
neely's  lawyer.  "The  buck  has  to  stop 


somt 
where. 
It  used  t 
stop  wit 
the  mam 
facturer,  but  sometimes  the  manufa«| 
turer  doesn't  have  deep  enough  pocl 
ets.  The  pool  institute  argued  that  th 
study  was  incomplete  and  that,  even 
the  study  had  prompted  standarc 
changes,  the  institute  could  not  mai 
date  compliance. 

Indeed,  in  this  case  the  diving  boai 
installer  didn't  adhere  to  the  associj 
tion's  standards.  The  pool  in  questio 
which  was  built  in  1965,  had  a  divii 
well  a  foot  shorter  and  three  inch 
shallower  than  the  associatic 
recommended. 

The  appeals  court  dismissed  fea 
that  the  case  would  deter  other  tra- 
groups.  Burying  that  study  was  a  cove 
up,  the  decision  implied.  Soun 
wicked,  like  something  a  tobacco  cor 
pany  might  do.  But  if  trade  groups  c 
be  held  liable  whenever  a  danger  ir 
safety  rule  is  "foreseeable,"  says  Da\ 
Karmol,  the  pool  group's  lawyer,  t 
door  is  open  for  a  lot  of  second-gue 
ing  by  plaintiff  lawyers. 
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Damned  If  You  Do 


Union  Bank  offers 
banking  to  poor 
neighborhoods  in  the 
form  of  check  cashing 
and  payday  loans.  Its 
efforts  do  not  win 
universal  admiration. 

BY  KELLY  BARRON 

DRIVING  THROUGH  BAYVIEW 
Hunter's  Point,  a  poor,  mostly 
African-American  neighborhood 
near  San  Francisco's  3Com  Park, 
Union  Bank  of  California  Vice  Chair- 
man Richard  Hartnack  sees  one  of  the 
bank's  branches  and  sighs:  "I  can  say 
without  hesitation  it's  never  made 
money."  Why  not  close  the  branch?  Be- 
cause the  federal  government,  as  a  price 
for  approving  Union  Bank's  merger 
with  California  First  Bank,  compelled  it 
to  locate  branches  in  low-income  areas. 

Farther  south  in  the  rough  South 
Central  area  of  Los  Angeles,  it's  a  far 
different  picture  for  the  $36  bUlion  (as- 
sets) bank.  Standing  out  in  his  gray  suit 
and  red  tie  in  a  dusty  Hispanic  neigh- 
borhood, Hartnack  enthuses  about  the 
company's  bustling  15-unit  Cash  & 
Save  check-cashing  chain,  which  Union 
has  run  since  1993,  and  its  more  recent 
venture  with  Carson,  Calif.-based  Nix 
Check  Cashing. 

"It's  such  an  underserved  market," 
he  beams,  as  Hispanic  and  African- 
American  customers  line  up  to  cash 
checks  in  front  of  the  thick,  green  bul- 
letproof glass  of  a  Nix  outlet. 

This  is  the  flip  side  to  the  debate 
about  check-cashing  and  payday-loan 
outfits.  In  states  such  as  Florida,  Cali- 
fornia and  Illinois,  politicians  and  con- 
sumer activists  are  trying  to  rein  in  the 
thriving  trade  by  capping  interest  rates 
and  limiting  the  ability  to  take  out  con- 
secutive loans  to  pay  off  existing  ones. 
But  there  is  a  good  reason  these  busi- 
nesses survive  in  the  inner-city  vacuum 
created  by  the  absence  of  big  banks. 


Poor  neighborhoods  just  don't  yield 
enough  big  account  balances  to  sup- 
port a  conventional  branch. 

"People  can't  reasonably  accuse  us 
of  ignoring  the  problem.  We've  put 
millions  into  this,  and  now  it's  time  to 
try  something  more  controversial  but 
more  effective,"  Hartnack  says. 

Toward  that  end  Union  invested 
$18  million  last  year  for  a  40%  stake  in 
the  47-outlet  Nix  check-cashing  and 


Bankers  in  the  'hood:  Union's 
Richard  Hartnack  promotes 
check-cashing  services. 


payday-loan  chain.  Now  the  bank  is 
leveraging  its  interest  by  creating  hybrid 
Nix  and  Union  Bank  branches.  After 
losing  money  the  first  year  with  Cash  & 
Save,  Union  says  it  will  earn  a  10%  af- 
tertax return  on  $25  million  in  revenue 
from  the  Cash  &  Save  stores  and  its  in- 
terest in  Nix.  If  the  hybrid  model  takes 
off,  Hartnack  hints  that  Union  wiU  go 
national  by  acquiring  other  check-cash- 
ing chains. 

While  most  bankers  turn  up  their 
noses  at  check  cashing,  or  quietly  get 
into  it  under  another  name.  Union  has 
unabashedly  embraced  it  as  the  best 
solution  to  the  problem  of  providing 
banking  in  impoverished  inner  cities. 
Union  makes  no  secret  of  the  fact  that 
it  is  the  owner  of  the  Cash  &  Save 


chain,  and  it  is  posting  Union  signs 
its  hybrid  Nix  units. 

"I  don't  expect  anybody  to  belie^ 
it,  but  this  is  an  opportunity  for  a  we 
capitalized,  ethical  and  regulated  con 
pany  to  serve  an  underserved  market 
says  Hartnack,  who  convinced  Unior 
67%  owner,  Japan's  Bank  of  Toky 
Mitsubishi,  that  there  was  money  to 
made  in  poor  urban  neighborhoods 
Union  is  getting  mixed  revie\ 
from  the  social  engineers  who  view 
banking  industry  as  a  regulated  utili 
The  bank  gets  credit  for  its  Cash  &  Sa 
check-cashing  chain,  which  char 
$2.50  to  cash  a  $250  payr 
check.  But  the  payday  loa 
offered  through  Nix  are  a 
other  matter.  Jean  Ann  F< 
director  of  consumer  pr 
tection  for  the  Consurr 
Federation  of  America,  Cc 
them  "predatory."  Th 
certainly  aren't  cheap 
borrower,  for  example,  v 
pay  a  $38  fee  for  a  $2 
loan  against  a  paycheck 
pected  in  two  weeks.  T 
fee  equates  to  an  annuali: 
interest  rate  of  608%. 

Before  you  start  gasp 
about  usury,  though,  c( 
sider  the  economics 
lending  small  sums.  Nix 
cently  killed  a  program 
offer  90-day,  $250  un 
cured  loans  not  tied  to  paychecks  a 
80%  of  the  borrowers  defaulted. 

As  a  defensive  measure  Union 
listed  a  potential  critic  as  a  partner  ir 
low-income  banking:  Operation  He 
a  nonprofit  formed  to  help  rebuild  I 
tie-scarred  sections  of  Los  Angeles 
lowing  the  1992  riots.  Hope 
handed  a  5%  stake  in  the  Nix-Un 
partnership  in  return  for  provid 
credit  counseling  and  other  service 
the  borrowers. 

Union,  at  any  rate,  can't  be  acci 
of  discouraging  thrift.  At  Cash  & 
you  can  get  1.26%  interest  on  an 
count  opened  with  a  $10  deposit  ai 
commitment  to  deposit  $25  a  mc 
for  a  year.  Surely  it  deserves  brovi 
points  for  encouraging  folks  to  sav« 
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YOU  ARE  A  MICROSCOPIC  SPECK  IN  THE  UNIVERSE. 
YOU  MIGHT  AS  WELL  BE 
A  MICROSCOPIC  SPECK  WITH  MORE  POWER. 


Fhc  Chc\'y    fahoe  ha^  more  j^owor  ilian  e\  er.  Ad\  anccii  VVnrcc    engines  are  amont^  die  most  powerful  V8s 


in  their  class.  With  a\'ailaMe  Autolrac  four-wheel  drive,  you  can  use  all  this  power  to  go  way  OLit  there,  take  in 


the  av\e-in^pinn'.;  \  astness  and  realize  that,  with  your  powertu!  iiew  Tahoe,  your  jiosituMi  m  the  world  has  just 


.•risen  slightly.  The  new  Chevy  Tahoe.  It's  nowhere  near  anythmg.  Call  800-950-2438  or  visit  chevy.com 


dntVt)ne  broadband  network  provider  has  the-experience  to  deliver:  Williams  Communications.  After  all,  we  t 
have  since  gone  on  to  become  or^ff  6f;t6^>  IT\Ost  aw  broadband  providers  in. the  nation.  And  now,  with 

muscle.  To  discover  the  power  of  experience,  call  1.866.GO.T0.WCG  or  visit  us  at  williamscommunicatioi 


BROADBAND  SERVICES 
PROVIDER  WITH  MORE 
BACKBONE. 


the  country's  first  fiber-optic  networks  back  in  1985,  and 
000-mile  network  complete,  we're  ready  to  flex  our  nationwide' 
WE  HAVE.  WE  CAN.  WE  WILL " 


Test  Case 

Can  Electronic  Arts  crack 
the  secret  to  making  money 
on  Internet  entertainment? 


BY  ELiSA  WILLIAMS 

ELECTRONIC  GAME  FANATICS 
get  little  enough  sunlight  as  it 
is.  Now  Electronic  Arts  is  about 
to  provide  even  more  reason 
for  pasty-skinned  folks  to  stay 
in  the  basement:  Majestic,  an  interac- 
tive mystery  game  that  stalks  its  players. 
On  paying  $10  a  month, 
subscribers  can  subject 
themselves  to  a  jarring 
assault  of  faxes,  phone 
calls,  pages  and  e-mails 
that  immerse  the  player 
in  an  elaborate  conspir- 
acy involving  murder. 

"It's  certainly  not  like 
any  game  I've  ever 
played,"  says  Amer  Ajami, 
a  game  reviewer. 

People  who  need  to 
get  a  hfe  aren't  the  only 
ones  interested  in  Majes- 
tic. The  game  is  a  water- 
shed in  Electronic  Arts' 
ambitions  to  expand  its 
business  onto  the  Inter- 
net. Though  sales  fell 
slightly  to  $1.3  billion 
for  the  fiscal  year  that 
ended  in  March,  97%  of 
that  was  derived  from  traditional  PC 
and  console-based  games  for  Sony  and 
Nintendo,  with  just  $42  million  coming 
from  online  subscriptions  and  ads.  In 
three  years  the  online  business  has 
drained  $125  million  in  aftertax  losses 
and  isn't  expected  to  break  even  until 
fiscal  2003. 

But  the  red  ink  hasn't  deterred  in- 
vestors. A  rare  gem  in  the  technology 
rubble,  the  stock  has  risen  72%  in  the 
past  year  to  a  recent  $57,  even  as  the 
company  posted  an  $1 1  million  annual 
loss,  its  first  since  going  public. 


"They're  moving  into 
the  real  glory  days  right 
now,"  says  Wedbush  Mor- 
gan Securities  interactive 
entertainment  analyst 
Miguel  Iribarren. 

Electronic  Arts  wants  to 
believe  that  its  online  busi- 
ness could  provide  20%  of 
revenues  in  three  years.  It 
would  be  quite  a  coup  for  an  Internet 
site  to  make  money  off  pure  content — 
without  resorting  to  pornography. 

"If  other  companies  aren't  watching 
EA,  they  certainly  should  be,"  says 
William  Pidgeon,  a  technology  analyst 
for  Jupiter  Media  Metrix. 

That's  where  opinions  differ. 


Though  Electronic  Arts  was  among 
the  first  to  claim  a  profitable  subscrip- 
tion business  with  the  1996  launch  of 
Ultima  Online,  a  role-playing  game 
with  a  medieval  setting,  the  inventor  of 
that  game  doesn't  think  lightning  wLU 
strike  twice.  "A  disaster,"  says  game  de- 
veloper Richard  Garriott,  known  as 
Lord  British,  who  designed  Ultima  On- 
line before  leaving  Electronic  Arts  a 
year  ago  to  start  his  own  Austin,  Tex. 
game  company.  Destination  Games. 

Famous  among  gaming  geeks  for 
creating  Ultima,  Garriott  is  critical  of 


Electronic  Arts'  schizophrenic  ap- 
proach to  generating  revenues.  Rather 
than  covering  all  costs  on  the  front  enc 
with  subscription  fees,  the  company  is 
attempting  to  lure  players  with  free 
games  on  ad-supported  sites. 

Electronic  Arts  will  need  a  lot  o 
fees  to  recoup  its  considerable  invest 
ment  in  the  Net.  It  agreed  to  a  five-year 
$81  million  deal  to  be  America  Online' 
exclusive  game  provider.  It  spent  an 
other  $31  million  to  buy  onlint 
gamemaker  Kesmai,  and  $42  millior 
more  for  free-gaming  site  Pogo.com 

By  marketing  itself  on  AOL  anc 
Pogo,  Electronic  Arts  hopes  to  drivi 
users  to  play  games  such  as  Majesti 
and  the  online  version  of  its  wildl 
popular  The  Sims. 

"We're  looking  ti 
get  $20  to  $30  out  of  th 
consumer,  but  firs 
we've  got  to  have  ai 
abundance  of  content  h 
move  them  up  th 
scale,"  says  John  Ricci 
tiello.  Electronic  Artjl 
chief  operating  officer. 

But  Garriott  says  th 
strategy  won't  work.  H 
says  development  cos' 
on  Ultima  Online  wei 
recouped  when  playei 
bought  copies  for  $6* 
Once  more  than  50,0C 
people  paid  the  $ll 
monthly  subscriptiol 
fee,  50  cents  on  the  do 
lar  was  gravy.  The  ba 
ance  paid  for  custom^ 
support,  computer  ii 
frastructure  costs  and  development 
new  software.  So  to  bring  on  playe 
without  asking  them  to  pay  a  big  ent 
fee  is  a  departure  ft-om  a  strategy  th 
worked. 

In  fact,  game  outfits  such  as  Acti\ 
sion  and  THQ  passed  on  AOL  and  oth 
expensive  online  deals  because  th 
didn't  see  how  they  could  make  enou; 
money  to  cover  their  costs. 

"We  just  want  to  make  sure  peof 
have  their  feet  on  the  ground.  Show  r 
the  money,"  says  THQ  Chief  Executi 
Brian  Farrell. 


84     FORBES  -  July  9,  2001 


Tax-Exemptjumbleweeds 

Don't  buy  a  bond  from  David  Fitzgerald  unless  you  have 
checked  out  the  spot  where  he's  putting  your  money. 


BY  ELIZABETH  MACDONALD 

DOES  DAVID  FITZGERALD  PRO- 
test  too  much?  "We're  a  legit- 
imate business,"  insists  the 
40-year-old  principal  owner 
of  Pacific  Genesis  Group,  a 
firm  in  Alameda,  Calif,  that  sells  tax-ex- 
empt municipal  bonds.  To  prove  that, 
Fitzgerald  made  a  videotape  to  tout  one 
of  his  biggest  projects,  Rancho  Lucerne, 
a  planned  community  of  4,257  homes 
and  a  27-hole  golf  course  in  San 
Bernardino  County,  Calif.  The  project 
is  supposed  to  feature  replicas  of  fa- 
mous holes  from  championship 
courses  around  the  world.  Touring  the 
project  on  the  video,  with  the  RolUng 


Stones  humming  in  the  background  on 
his  car  stereo,  Fitzgerald  intones  repeat- 
edly in  a  squeaky  voice  that  the  holes 
are  "all  done." 

A  bit  of  a  reach.  On  camera  there's 
nothing  to  see  but  a  parched  landscape 
of  palm  trees  and  tumbleweeds.  The 
1,375-acre  site,  after  all,  is  in  the  Mojave 
Desert.  Fitzgerald  says  about  500  in- 
vestors, mostly  older  folks  living  in  Cal- 
ifornia, have  sunk  $71  million  into 
bonds  backing  this  project,  which  pay 
coupons  between  6%  and  8%. 

Fielane  Morrison,  the  Securities  & 
Exchange  Commission's  district  ad- 
ministrator in  San  Francisco,  cannot 
contain  her  contempt.  "We  feel  in- 


vestors aren't  getting  a  true  picture  ( 
the  risks  involved  in  purchasing  the: 
bonds,  especially,"  she  says.  Californi 
State  Treasurer  Philip  Angelides  is  v. 
fan,  either.  "This  is  bad  stuff.  We  ai 
concerned  about  copycats,"  he  says. 

Might  some  of  the  buyers  be  undl 
the  misapprehension  that  tax-exem] 
muni  bonds  are  always  backed  by  tl 
faith  and  credit  of  a  state  or  city?  The 
bonds  have  no  such  backing.  They  a 
revenue  bonds,  repaid  only  if  the  proje 
they  finance  succeeds. 

Those  palm  trees  and  tumblewee 
should  be  of  prime  concern  to  anyoi 
buying  Rancho  Lucerne  bonds.  Tha 
are  two  things  securing  the  consideralj 
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debt  on  this  little  project.  One  is  the  de- 
veloper, a  limited  liability  company  with 
no  assets  whose  principal  has  a  history 
of  bankruptcies,  the  SEC  says  in  a  legal 
attack  on  Pacific  Genesis. 

The  other  thing  backing  the  bonds 
is  the  land.  What's  the  land  worth?  Ac- 
cording to  Pacific  Genesis,  $28,000  an 
acre.  According  to  an  appraiser  hired 
by  the  SEC,  $5,000  an  acre.  The  devel- 
oper got  some  of  the  land  a  lot  cheaper 
than  that — it  spent  $1,377  an  acre  for 
the  initial  533  acres  acquired  for  the 
project. 

Just  $16  million  out  of  the  $71  mil- 
lion raised  for  Rancho  Lucerne  has 
been  committed  to  improving  the 
property.  Another  $18  million  was  used 


merry-go-round. 

This  isn't  the  only  Pacific  Genesis 
project  under  way,  Fitzgerald  says,  de 
dining  to  elaborate.  The  state  says  hi; 
firm,  since  1995,  has  sold  altogethej|(ii 
$304  million  of  the  kind  of  bonds  Uh« 
SEC  sarcastically  refers  to  them  as  "dirl  Jut 
bonds")   backing  Rancho  Lucerne 


Investors  have  sunk  $71 
million  into  this  dirt  pile. 
The  SEC  is  worried 
they'll  never  get  paid.  


to  pay  off  previous  investors.  The  bal- 
ance went  toward  the  developer's  fees 
and  costs,  among  other  things. 

As  for  defaults,  Rancho  Lucerne 
seems  to  have  a  pretty  clean  record. 
But  that  could  be  simply  because  Pa- 
cific Genesis  has  new  money  coming 
in.  Earlier  bonds  have  been  paid  off 
with  proceeds  of  later  issues.  A  nice 


hi) 


21 


Fitzgerald,  with 
own  reading  of  the  law 
says  it's  $177  million. 

What  are  some  o 
the  "municipalities"  be 
hind  the  golf  courstpbi 
project?  They  include 
private  "mutual  wate 
company"  the  develope 
created  in  Rancho  Lucerne,  the  state  say; 
and  the  tiny  town  of  Waterford,  Calill[«ii 
(pop.  6,924),  350  miles  away.  Stat 
records  also  show  that  Pacific  Genesis  ha( 
persuaded  towns  and  Indian  tribes  to  b 
the  issuing  authorities  for  other  develop]  nde 
ments  that  sit  far  away  and  in  which  the)  loni 
have  no  particular  interest.  In  return,  the 
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get  a  cut  of  the  bonds'  proceeds.  Watec 
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Call  1-800-OK-CANON  ext.  50orvisitwww.imagerunner.com 


Delivery 


A  box  that  delivers 
paper  documents 
anywhere  overnighti 


J 


Introducing  the  Canon  imageRUNNER  with  document  distribution  technology.  Nowy 

send  paper  documents  anywhere,  in  any  form,  at  anytime,  right  over  your  network  or  the  internet.  Instantani 
Simply  scan  a  document  into  the  imageRUNNER  5000,  and  you  can  send  it  to  any  desktop,  e-mail  alj 
fax  machine,  database  or  file  server.  And  since  the  Canon  imageRUNNER  is  capable  of  integrating  directly  vA 


Nioi 


*  Requires  additional  software  which  is  sold  separately.  Speak  to  your  authorized  Canon  dealer. 
Canon  is  a  registered  trademark  and  IMAGERUNNER  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  IMAGEANYWARE  is  a  service  mark  of  Canon  U.S.A..  Inc.  ©2001  Ca 


ford  pocketed  $385,000  in  the  Rancho 
Lucerne  deal. 

Fitzgerald  has  taken  full  advantage  of 
a  1985  state  law  that  was  supposed  to  let 
small  municipalities  band  together  to 
ssue  tax-exempt  bonds  under  "joint 
DOwers  of  authority."  Under  Fitzgerald's 
maginative  stretch  of  this  law,  these  be- 
;ame  "roving  joint  powers  of  authority," 
neaning  that  the  projects  don't  have  to 
lave  any  proximity  to  the  entities  that 
Authorize  the  bond  issues.  Fitzgerald  is 
fjinabashed  about  this  envelope-pushing, 
rhe  law,  he  says,  "was  written  to  help 
)rivate  entities  make  money."  State  leg- 
tslators  have  enacted  changes  to  the  law 

0  prevent  abuses,  but  that  hasn't  stopped 
''itzgerald.  They  "change  the  law,  we  re- 
pond,  and  keep  on  going,"  he  says. 

The  SEC  says  that  Pacific  Genesis 
las  received  at  least  $7  million  from 
bving  muni  bond  deals,  and  that  its 
Hnderwriting  fees  are  five  times  the  2% 

1  orm  for  municipal  bonds.  Fitzgerald 
eclines  to  comment  on  that,  but  does 
ly  that  last  year  he  earned  $800,000, 


up  from  $500,000  in  1999. 

Fitzgerald  seems  to  be  unstoppable. 
The  SEC  won  a  court  injunction  in  Feb- 
ruary to  stop  Pacific  Genesis  from  float- 
ing a  ninth  bond  offering  for  Rancho 
Lucerne,  alleging  that  it  "hid  critical  facts 
from  investors"  in  the  circular.  But  the 
firm  came  back  in  May  with  improved 
disclosures  and  Fitzgerald  says  the  bonds 
went  on  sale  in  early  June.  On  Mar.  28, 
the  California  Department  of  Corpora- 
tions revoked  Pacific  Genesis'  state  bro- 
ker-dealer license,  a  decision  that  was 
upheld  on  appeal.  (Fitzgerald  now  says 
he's  moving  his  firm  to  Laughlin,  Nev. 
for  "tax  reasons.")  The  National  Asso- 
ciation of  Securities  Dealers  is  moving 
to  revoke  broker-dealer  licenses  held  by 
Fitzgerald  and  Pacific  Genesis.  The  IRS  is 
also  auditing  the  firm,  the  SEC  says. 
Fitzgerald,  who  recently  stepped  down 
as  chairman,  says  he  stUl  owns  65%  of 
Pacific  Genesis. 

If  Fitzgerald  is  intimidated  by  this 
massive  legal  siege,  you'd  scarcely  know 
it  from  his  breezy  and  self-confident 


manner.  He  says  the  FBI  once  investi- 
gated some  wild  theory  that  the  firm 
had  bribed  a  municipal  official  but 
couldn't  prove  a  thing.  He  calls  the  SEC 
"the  KGB." 

After  getting  his  master's  in  business 
from  Duke  University,  Fitzgerald  went 
to  work  at  First  Cahfornia  Capital  Mar- 
kets Group  in  May  1989.  In  April  1999 
the  SEC  won  an  injunction  against  the 
firm  and  two  of  its  employees  (Fitzger- 
ald wasn't  involved),  plus  $700,000  in 
fines,  for  selling  fraudulent  bonds.  The 
defendants  didn't  admit  to  or  deny  the 
allegations.  Before  that,  in  May  1995, 
Fitzgerald  brought  over  30  employees  to 
start  Pacific  Genesis.  "This  is  a  stinky  lit- 
tle firm.  Why  we're  the  source  of  all  this 
investigation,  we  don't  get  it,"  he  says. 

Fitzgerald  admits  that  the  Rancho 
Lucerne  project  has  had  "mistakes."  He 
says:  "When  you  go  down  there,  you 
see  nothing,"  adding  that  "different 
people  have  different  opinions  about  a 
picture  in  a  museum."  This  one  looks 
like  a  moonscape.  F 


Or  a  box  that 
lelivers  them  instantly 
over  the  internet? 


mail,  lanfax,  and  document  management  software,  you  can 
-2  your  investment  in  these  systems*  The  cost  and  hassle 
ght  delivery  are  finally  over.  At  Canon,  we're  giving  people 
f  ,v-how  to  make  paper  documents  work  in  an  internet  world. 
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Ringmeister 

Bernie  Ecclestone 

has  used  Formula  One  racing  to 
make  himself— and  many 
others— very  rich.  So  why  is  there 
rebellion  in  the  ranks? 


BY  JOSHUA  LEVINE 

EVERYONE  KNOWS  WHERE  TO  FIND  THE  RECLUSIVE 
Bernard  Charles  Ecclestone  at  any  Formula  One  car 
race.  He's  at  the  head  of  paddock  row  in  a  gray-and- 
white  motor  home,  with  the  tough  guys  in  gray  slacks 
and  white  shirts  standing  out  front.  The  Berniemobile 
has  no  markings — an  oddity  in  this  sport  of  gaudy 
pageantry — but  it  projects  the  immense  power  of  its  owner, 
looming  over  the  brightly  colored  pavilions  of  the  racing  teams 
as  the  king's  tent  once  stood  apart  from  his  vassals'  at  a  joust. 


King  Bernie  pretty  much  engineered  the  world's  seconc 
largest  sport,  after  soccer,  using  guile  and  moxie.  (Nascar  rac 
ing — which  uses  regular  stock  cars  that  have  been  souped  u] 
in  contrast  to  Formula  One's  single-passenger  shells  on  e? 
posed  wheels — has  revenues  that  are  40%  of  Formula  One's  5 
billion.)  Ecclestone  still  runs  races  the  way  he  did  back  whe 
Formula  One  was  little  more  than  a  bunch  of  EngHsh  spee 
freaks  with  no  concept  of  television  rights.  He's  70  years  o' 
now,  and  a  triple  bypass  two  years  ago  helped  convince  him 
sell  off  75%  of  his  Formula  One  holdings  for  $2.1  billion.  F 
is  the  richest  entrepreneur  in  Britain — and  the  scariest. 

Even  with  the  sale,  Ecclestone  is  still  five  feet  of  the  meaj 
est  monarch  in  sports;  he  has  no  plans  to  step  down.  His  coi 
tract  calls  for  him  to  serve  as  a  kind  of  regent  until  at  least  20C 
"I  have  put  my  life  into  this  sport,"  he  says  fiercely. 

But  some  members  of  Formula  One  aren't  very  hap| 
about  his  regime,  and  his  sale  of  a  controlling  interest  in  SLl 
Holdings  (it  stands  for  Slavica  Ecclestone,  his  42-year-old  Cr 
atian  wife),  which  owns  his  complex  tangle  of  Formula  One  i 
terests,  gives  them  an  excuse  to  revolt.  The  buyer  was  Kii 
Group,  a  pay-television  giant  in  Munich.  The  European  Ccj 
makers  behind  the  biggest  Fl  teams  now  worry  that  races  col  I 
move  off  free  TV  onto  a  narrower  pay- TV  audience,  makil 
the  ads  they  splash  over  the  sides  of  cars  a  lot  less  valuable. 

In  April  a  band  of  carmakers  that  sponsor  racing  teams 
Fiat's  Ferrari,  Ford's  Jaguar,  DaimlerChrysler  and  BMW 
announced  the  creation  of  a  company  to  manage  a  breal 
away  racing  series  in  2008  when  the  contract  governing 
expires.  That  is,  if  peace  with  Bernie  can't  be  negotiate! 
"This  is  a  sort  of  watershed  moment,"  says  Ecclestone's  del 
ally  Max  Rufus  Mosley,  head  of  Formula  One's  governing  be  I 
and  the  velvet  glove  on  Bernie's  carbon-fiber  fist.  "If  the  1l 
manufacturers  say  they  want  to  run  a  rival 
series,  they  have  the  resources  to  do  it." 

Not  that  anyone  is  crying  poverty. 
Bernie's  reign  has  been  long  and  absurdly 
prosperous  for  everybody  in  the  $4  biUion- 


And  they're  c  I 
million  in  ticll 
and  sponsonj 
from  Monte  * 
Fl  Grand  Priil 
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ZQQMi  

Formula  One  racing  is  a 
game  of  intense  speed, 
high-tech  achievement 
and  very  big  bucks. 


a-year  sport.  "Bernie  has  always  under- 
stood the  Lincoln  thing — that  you  can 
annoy  some  of  the  people  all  of  the  time," 
says  Mosley.  "People  complain,  and  then 
they  get  on  their  private  jets." 

Take  Bernie's  old  pal  Patrick  (Paddy) 
McNally,  who  owns  the  glittery.Monaco 
race,  last  held  on  May  25-27.  McNally 
sold  tickets  at  $102  to  $490  for  the  three 
days,  but  got  $3,000  a  head  from  corpo- 
rate guests  in  his  Paddock  Club.  In  all,  in- 
cluding corporate  sponsorships,  McNally 
raked  in  maybe  $100  million  over  three 
days,  on  expenses  of  only  $20  million. 
Still,  McNally  was  overheard  grousing  at  a 
recent  lunch  about  Bernie's  big  score. 
"That  billion  dollars  should  have  been 
mine,"  said  McNally,  who  sold  Formula 
One's  trademarks  to  Ecclestone  years  ear- 
lier for  about  $100  million. 

Ecclestone  figured  out  long  before 
anybody  else  that  the  big  money  had  to 
come  from  television,  which  is  the  only 
way  a  spectator  can  really  get  more  than  a 
split-second  blur  of  color  at  150  miles  per 
hour.  Every  other  Sunday  from  March 
through  October,  350  million  people  in 
150  countries  tune  in  to  watch  the  22 
most  painstakingly  engineered  cars  on  the 
planet  whiz  through  twisty  tracks  in  places 
like  Montreal,  Monaco  and  Malaysia. 
Only  the  Olympics  bring  higher  global  T\' 
sports  ratings.  Formula  One's  worldwide 
TV  rights  should  bring  in  roughly  $500 
million  this  year — the  company  doesn't 
disclose  numbers — with  53%  going  to 
Bernie's  Formula  One  Management  and 
47%  to  the  1 1  Formula  One  teams. 

And  there  are  the  fees  paid  by  pro- 
moters tor  the  rights  to  stage  the  races  and 
sell  tickets.  The  average  promoter  fee  now  hovers  around  $15 
million  for  each  of  the  17  races.  Bernie  is  also  a  promoter  at  his 
own  tracks  in  Spa,  Belgium,  Hockenheim,  Germany  and 
Magny-Cours,  France.  Revenues  from 
these  could  reach  $200  million  a  year,  and 
none  of  it  is  included  in  the  assets  Eccle- 
stone sold  to  Kirch.  Within  the  next  two 
years  Moscow  will  get  a  Formula  One 
race,  and  Bernie  wLU  probably  own  it. 

Ecclestone  rarely  offers  a  peek  at  the 
details  of  his  business  affairs.  Three  years  ago,  however,  he  re- 
luctantly gave  the  world  a  glimpse  when  he  decided  to  raise 
cash  to  cover  inheritance  taxes.  The  prospectus  for  a  $1.4  bil- 
lion bond  offering  showed  that  Formula  One  Management 
had  operating  profits  of  $185  million  in  1998  on  revenue  of 


Accidents  leading 
to  serious  injuries: 
1  in  300 

The  longest  period  of 
time  during  a  race 
when  computer  data 
from  a  car  are  not  being 
downloaded:    -    .  > 
(in  ttw  Monacs  timwi). 

Revenues  already 
contracted  for  2003 
season: 

Jola\  number  of  people 
the  FIA  claims  have 
seen  Formula  One  on 
TV  in  any  form: 


Price  of  a  speeding 
ticket  for  each  kilome- 
ter-per-hour  above  the 
GOkph  limit  during 
practice:  

The  time  it  takes  to 
accelerate  from  0  to 
lOOmph  and  decelerate 
back  to  0: 

6.5  seconds. 

Amount  Ford  Motor  Co. 

expects  to  spend  on  its 
Jaguar  Fl  team  in  the 
next  five  years;  n;ore 

Cost  of  one  double- 
decker  racing-team 
motor  home: :  i 

Sources:  McLaren: 
Fitch  IBCA:  FIA: 
Jaguar:  Formula  One 
Magazine. 


$401  million.  The  company,  says  Robin  Saunders,  managing  di 
rector  at  Westdeutsche  Landesbank,  which  jointly  underwrote 
the  offering,  is  "a  wall  of  contracts  and  arrangements  like  Wt 
never  seen  in  any  business.  Where  in  the  world  has  one  persor 
been  able  fo  control  an  entire  sport  with  such  an  iron  hand?' 

The  racing  teams  are  getting  tired  of  it.  "We  need  a  struc 
ture  that  provides  more  equitable  distribution  of  income,"  say 
Ron  Dennis,  chief  executive  and  30%-owner  of  Tag  McLarei 
Group,  which  in  turn  owns  the  McLaren  Formula  One  tean 
that  races  Daimler's  entry.  "No  team  has  any  intention  of  sign 
ing  a  new  agreement  anywhere  near  what's  depicted  in  the  cur 
rent  one."  Ecclestone's  response:  "When  Dennis  sold  [a  40*!' 
interest]  to  Mercedes,  we  didn't  ask  him  for  shares." 

But  beyond  the  question  of  money,  there's  also  the  questio 
of  whether  the  business  has  finally  outgrown  Bernie's  one 
man  rule.  Ecclestone  has  a  classic  entrepreneur's  distaste  fc 
delegation.  "To  exploit  this  sport  properly,  Bernie  needs  a  fc 
more  people,"  concedes  his  friend  Mosley. 

He  should  be  exploiting  America,  for  example.  Almost  nor 
of  Formula  One's  TV  viewers  hve  in  the  U.S.  Returning  to  th 
States  after  a  ten-year  absence.  Formula  One  ran  a  race  at  tl 
Indianapolis  Speedway,  but  Fox  Television  got  just  300,0C 
households  to  watch  it.  Sponsors  are  not  happy.  "I'd  better 
able  to  tell  my  CEO  why  I  spent  $1  million  on  Formula  One, 
stead  of  distributing  it  in  quarterly  profits,"  complains  leai 
Christophe  Babin,  the  new  president  of  Tag  Heuer,  Fl's  ofl 
cial  timekeeper  since  1933. 

Making  the  sport  work  in  America  probably  calls  for  tu 
kering  with  some  of  the  rules  to  make  it  more  entertainin 
and  that  means  toning  down  its  emphasis  on  NASA-level  en 
neering.  Fl  cars  have  gotten  so  aerodynamically  advanced  th 
they  leave  turbulent  "dirty  air"  in  their  wake,  which  makes 
difficult  for  a  pursuing  car  to  stay  close  enough  to  attempt 
pass.  That  means  infrequent  lead  changes  and  a  less  interest!] 
event  than  a  Nascar  stock-car  race. 

Ecclestone  seems  in  no  hurry  to  make  converts  here.  "Fro 
the  day  children  start  thinking  in  America,  they  are  educat 
not  to  concentrate,"  he  says.  "AH  American  sport  is  punctuat 
with  breaks,  but  with  Fl,  you  can't  get  up  and  go  to  the  fridj 
now  can  you?"  He  scorned  a  chance  to  win  friends  in  the  U 
when  Sylvester  Stallone  approached  him  about  a  movie  has 
on  Formula  One.  The  film  Driven  was  recentiy  released 
based  not  on  Fl  but  on  an  open-wheel  Indy  500-style  car  in  t 


Ecclestone  is  in  no  hurry  to  make  converts  here. 
"All  American  sport  is  punctuated  with  breaks, 
but  with  Fl  you  can't  get  up  and  go  to  the  fridge." 


rival  CART  (Championship  Auto  Racing  Teams)  circuit.  Wc 
is,  Stallone  thought  Ecclestone's  asking  price  was  out  of  lin 
Give  the  guy  in  the  tinted  glasses  some  credit.  "It  was  o 
when  I  started  to  make  the  promoters  pay  more  that  tl 
cleaned  up  their  act  so  they  could  make  more,"  he  recalls.  T 
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was  in  1978,  when  he  became  president  of  the  association  rep- 
resenting English  teams.  Ecclestone  had  made  a  small  pile  sell- 
ing second-hand  motorcycles,  but  his  passion  was  car  racing. 
He  tried  his  hand  behind  the  steering  wheel,  but  a  crash  at  age 
26  put  him  behind  a  desk.  In  1971  he  bought  the  Brabham 
team  for  $50,000  or  so. 

The  business  was  a  shambles.  Since  1950,  when  Formula 
One's  world  championship  began,  each  team  had  negotiated  its 
appearance  fee  independendy  with  the  track  owners,  who  low- 
balled  them.  If  the  teams  didn't  like  the  terms,  they  didn't  have 


Round  the  Riviera:  Monte 
Carlo's  Grand  Prix  in  1934 


Ecclestone  and  pal  Max  Mosley  have  steered 
the  sport  with  genius  and  close  collaboration, 
squashing  dissent  and  resisting  rivals. 

to  race.  As  a  result  there  was  no  telling  who  would  show  up  at 
a  Formula  One  event,  or  whether  they  would  get  paid.  When 
the  promoter  of  the  last  Formula  One  race  at  Watkins  Glen, 
N.Y.  stiffed  racers  in  1980,  Ecclestone  stepped  in  and  offered  to 
negotiate  with  race  organizers  on  behalf  of  all  the  teams, 
putting  up  the  money  himself  if  the  promoter  welched  and 
making  a  profit  if  he  didn't.  Ecclestone  chartered  Boeing  jets  to 
ferry  the  90  tons  of  Formula  One  equipment  from  race  to  race. 
He  arranged  hotel  rooms  for  the  teams.  He  sold  advertising 
signage  at  the  tracks. 

His  biggest  coup  was  negotiating  television  rights  away 
from  the  organizers  in  the  late  1970s  when  they  amounted  to 
little  more  than  $1  million  a  year.  That  done,  he  strong-armed 
broadcasters  into  showing  every  race  of  the  season  in  its  en- 
tirety, or  no  races  at  all.  As  the  audience  grew,  so  did  the  spon- 
sorship money  and  the  broadcast  fees.  Then  in  1990  Bernie 
ditched  the  European  Broadcasting  Union,  the  umbrella  or- 
ganization of  public  TV  stations  that  held  the  Fl  contract,  and 
went  straight  to  commercial  stations,  dumping  the  BBC  in  one 
brusque  phone  call  after  a  15-year  relationship. 


Along  the  way  there  were  constant  power  struggles  wit 
the  Federation  Internationale  de  I'Automobile,  or  FIA,  thel 
sport's  governing  body.  That  is,  until  Max  Mosley,  then-lega 
counselor  for  the  British  racing  association,  took  over  as  pres- 
ident of  FIA  in  1991.  Since  then  the  two  have  steered  the  sporl 
with  genius  and  close  collaboration,  squashing  dissent  and  re| 
sisting  rivals.  For  those  who  have  always  found  Bernie  ancj 
Max's  friendship  a  little  too  cozy,  the  capper  came  when  the  FL'I 
made  two  deals  in  which  an  Ecclestone  firm  picked  up  FIA' 
30%  share  of  broadcasting  and  licensing  revenues  under  long! 
term  leases. 

To  appreciate  Bernie  Ecclestone  a| 
his  wiliest,  however,  you  had  to  see  hinl 
handle  the  sale  of  his  holdings  in  SLEC 
the  trust  that  owned  his  Formula  On  i 
interests.  He  dealt  a  12.5%  stake  t' 
Deutsche  Bank's  Morgan  Grenfell  Pril 
vate  Equity  for  $275  million,  valuin 
Formula  One  at  $2.2  billion.  He  als| 
gave  the  bank  an  option,  expiring  Feb. 
2000,  to  pick  up  another  37.5%  for  $82| 
million.  Waiting  in  the  wings  wal 
EM.TV's  Thomas  Hafifa,  who  could  ha\l 
bought  Morgan  Grenfell's  option  bil 
instead  allowed  the  option  to  expire,  bcl 
lieving  he  could  cut  a  deal  directly  wit  I 
Bernie  at  a  better  price. 

Ecclestone  then  sold  the  37.5%  stall 
to  San  Francisco  private  bankers  Hellmf 
&  Friedman.  Hafifa,  who  wanted  Formu  j 
One  more  than  ever,  ended  up  payirl 
$1.6  billion  for  the  50%  share  he  bougll 
from  Morgan  Grenfell  and  Hellman.  FI 
also  agreed  to  buy  a  fiorther  25%  from  E| 
clestone  for  $1  billion.  EM.TV's  main  bu; 
ness,  meanwhile,  was  collapsing,  and  the  $1  billion  payme 
would  have  driven  it  under.  In  came  Kirch,  which  bougl 
Haffa's  50%  stake  and  then  forked  over  the  $1  billion  to  E| 
clestone  for  the  next  25%. 

The  Formula  One  teams  hate  the  deal.  Ecclestone  hi 
plowed  close  to  $100  million  of  his  own  into  producing  an  il 
teractive  spectacle  that  lets  the  viewer  switch  at  will  among  a  \  l 
riety  of  cameras  around  the  track  and  atop  the  cars.  He  bl 
lieves  he  can  get  an  audience  of  30  million  subscribe  [ 
generating  additional  revenues  of  $300  million  a  year.  The  teal 
owners  fear  that  Kirch  wiU  support  Bernie-vision  by  limiti| 
free,  over-the-air  broadcasts. 

"No  one's  wishing  Bernie's  demise,"  says  McLaren's  Rj 
Dennis.  "But  the  manufacturers  simply  aren't  going  to  sit  si 
and  let  this  sport  get  sold  to  the  highest  bidder,  who  can  thi 
do  whatever  they  want." 

Ecclestone  isn't  abdicating  anytime  soon.  "There  is  no  sij 
cession  plan— that's  one  of  the  things  we  have  to  tackle  wl 
Bernie,"  says  Dieter  Hahn,  deputy  chairman  of  Kirch  Groj 
"But  as  long  as  he  wants  to  run  it,  it's  his."  Long  live  the  king  I 
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BILLIONAIRES 


Proving  Papa  Wrong 

How  often  do  rich  kids  grow  up  into 
iconoclastic  entrepreneurs? 

SteliOS  Haji-loannOU  is  something  of  afreak. 


BY  RICHARD  C.  MORAIS 

STELIOS  HAJI-IOANNOU  INAU] 
gurated  his  airline's  London 
Athens  route  in  1998  with  ai 
ad  campaign  that  said  cut  ou 
travel  agents,  book  direct 
Greece's  travel  agents  v^ere  no| 
amused,  and  a  war  of  words  erupted  aj 
the  young  billionaire  known  simply  a 
Stelios  publicly  called  them  a  cartel.  Sc 
they  sued.  Big  mistake.  Stelios'  next  afl 
promised  a  free  ticket  for  anyone  whc 
came  to  court  to  cheer  him  on.  Almos; 
1,000  Athenians  showed  up  on  tht 
court's  steps — travel  agents  themselve: 
vaulted  over  heads  to  get  the  freebie— 
and  Stelios  and  his  cheap  flights  tc 
Greece  were  splashed  across  thi 
evening  news. 

At  34,  Stelios  is  a  serial  entrepre 
neur,  much  in  the  mold  of  Richarc 
Branson.  Besides  Easyjet  Pic,  Steliosi 
nine-year-old  empire  includes  an  oii 
tanker  fleet,  a  car  rental  chain,  an  In 
ternet  cafe  chain,  an  online  shopping 
guide  (EasyValue)  and  an  e-mail  ser- 
vice (easydot.com).  He's  working  on 
an  online  financial  service.  All  of  thesj 
ventures  feature  his  garishly  orange 
lower-case  "easy"  brand. 

It  is  ironic  that  the  backward  econ- 
omy of  Greece  should  produce  such  i 
modern  European.  Stelios  doesn'j 
skim  royalties  or  expenses  or  eve 
salaries  firom  his  companies.  His  strat-l 
egy  for  getting  richer  is  more  like  thai 
of  Bill  Gates:  Go  public  and  look  foi 
some  long-term  appreciation.  Two  op- 
erations, the  tanker  fleet  and  the  air- 
line, have  gone  public  in  the  past  yeai 
and  others  will  foUow.  So  far,  so  goodi 
Stelmar  Shipping  Ltd.  is  up  80%  from 
its  offering  price  and  Easyjet  is  up 
40%.  That  makes  his  family's  com- 
bined $117  million  investment  in  thes^ 
two  companies  worth  $1.2  billion. 

There  is,  besides  the  orange  brand] 
a  theme  uniting  the  disparate  busi- 
nesses: slaughtering  old  stags  like 
British  Airways,  Barclays  and  Hertz, 
"Stelios  is  a  superbly  destructive 
thinker,"  says  Maurice  Kelly,  the  due\ 
executive  running  his  Internet  cafesi 
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GENEVE 


h  in  tlie  Jetaiis. 


www.raymondweil.com 


RAYMOND  WEIL 

GENEVE 


^Josca 


He  looks  at  old  industries  and  smashes  them  to  pieces. 
Vhy  do  car  rentals  have  to  offer  lots  of  models?  Why  do 
irlines  have  to  issue  tickets?" 

"It's  a  lot  of  fiin,"  Stelios  says  in  Monte  Carlo,  where 
lis  bachelor  lives  in  an  austere  penthouse  overlooking  the 
arbor.  "These  are  big  players  with  high  profit  margins.  I 
an  undercut  them." 

Stelios  is  the  younger  son  of  Loucas  Haji-Ioannou,  a 
elf-made  Cypriot  who  made  his  fortune  buying  old 
mkers  cheaply  when  no  one  wanted  them,  twice  cashing 
ut  when  there  was  a  shortage  of  tanker  capacity.  In  the 
ite  1980s  Loucas'  Troodos  Shipping  Co.  Ltd.  had  47  ships 
ith  6.2  million  deadweight  tons  of  capacity,  the  world's 
irgest  privately  owned  fleet  of  tankers.  "My  father  was  an 
5set  trader,"  says  Stelios.  "Greek  shipowners  like  to  boast, 
bought  ships  at  the  bottom  of  the  market  and  now 
ley're  worth  ten  times  as  much.'  It 
oes  back  to  the  days  of  Onassis  and 
fiarchos  competing  with  each  other 
ver  who  had  the  biggest  fleet,  the 
iggest  yacht  and  the  most  famous  girl- 
iend." 

Educated  at  the  London  School  of 
conomics  and  City  University  Busi- 
ess  School,  Stelios  joined  his  older 
rother  at  Troodos  Shipping  in  1988. 
wo  years  later  Loucas  made  himself 
lairman  and  his  younger  son  the  chief 
iecutive.  But  it  was  only  on  paper, 
ivery  morning,"  says  Stelios,  "my  fa- 
ler  used  to  wake  up,  pick  up  the 
hone  and  shout  a  bit  at  people,  go  to 
inch  and  then  shout  a  bit  more." 
/hen  Stelios  tried  to  migrate  Troodos 
om  old-fashioned  typewriters  to 
)mputers,  Loucas  undermined  his  ne- 
)tiations  with  outside  suppliers. 

On  Apr.  1 1,  1991  the  M/T  Haven,  a 
roodos  tanker  anchored  outside 
enoa,  exploded,  the  fiery  ball  killing 
/e  crew  members  and  swamping  the 
alian  coast  with  Iranian  crude.  An  Italian  prosecutor,  ea- 
■rly  backed  by  the  Haven  s  first  officer,  went  after  Stelios 
id  his  father  on  criminal  charges  that  included 
anslaughter,  extortion  and  attempting  to  bribe  a  witness, 
the  Haji-Ioannous  were  negligent  they  would  be  per- 
•nally  liable  for  the  $  1  billion  claims;  if  it  was  the  crew's 
iman  error,  the  family's  liability  was  limited  to  $200  mil- 
)n,  all  paid  for  by  insurance.  But  the  M/T  Haven  was  com- 
etely  refurbished  and  certificated  just  prior  to  the  acci- 
mt,  and  Stelios  and  his  father  have  twice  been  cleared  of 
1  charges.  The  case  is  on  its  final  appeal  before  the  Italian 
ipreme  Court.  "It  was  a  traumatic  experience,"  says  Ste- 
)s.  "The  Haven  shaped  the  way  I  look  at  life." 

Eighteen  months  after  the  accident,  Stelios  struck  out 


on  his  own.  "I  had  enough  of  being  accused  of  running  an 
old  fleet,"  he  says.  "I  wanted  to  run  a  company  with  mod- 
ern ships  that  focused  on  operating,  not  the  buying  and 
selling  of  assets."  Before  he  left  Troodos,  however,  Stelios 
negotiated  a  $30  million  payout  from  his  father.  "If  I  had 
to  go  back  and  ask  for  funds  every  time,  he  would  have 
been  in  charge,"  he  says.  "The  only  condition  he  imposed, 
which  I  accepted,  was,  Tf  you  are  financially  successful,  I 
want  your  brother  and  sister  to  benefit.  This  is  family 
wealth,  not  your  own.'  My  father  was  hedging  his  bets.  He 
had  two  sons.  He  wanted  to  see  who  would  do  better." 

The  result  is  Athens-based  Stelmar  Shipping,  which  en- 
joyed a  16%  net  profit  on  its  $70  million  of  revenue  in  its 
last  fiscal  year.  The  average  age  of  a  ship  in  Stelmar's  fleet  is 
7  years,  compared  with  the  industry's  15  years.  In  March 
Stelmar  Shipping  Ltd.  went  public  on  the  New  York  Stock 


Stelios  was  CEO  only  on  paper.  "My  father  used 
to  wake  up,  pick  up  the  phone  and  shout  a  bit  at 
people,  go  to  lunch  and  then  shout  a  bit  more." 

Exchange  at  $12.  It  hit  $22  before  settling  at  $17.  The  new 
capital  allows  Stelmar  to  more  than  double  its  fleet  to  1.5 
million  tons. 

Two  years  after  he  founded  Stelmar,  Stelios  delegated 
himself  out  of  a  job.  "Stelios  is  not  a  real  chief  executive," 
says  his  senior  adviser,  Nicholas  Hartley.  But  he  is  a  born  en- 
trepreneur. So  in  June  1995  he  turned  his  back  on  his  110- 
foot  yacht  and  a  languid  Greek  summer,  and  instead  sat 
next  to  the  toilets  in  a  tin  shed  at  Luton  airport  30  mUes 
north  of  London,  launching  a  discount  airline  modeled 
after  America's  Southwest  Airlines.  He  had  help:  another 
$7.5  million  of  family  funds  and  mentoring  from  Raymond 
Webster,  a  seasoned  New  Zealand  airline  executive  who  is 
also  a  devout  believer  in  the  discount  model.  Stelios  put  in 
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IIP  AND  AWAY  

Stelios  Haji-loannou's 
empire  is  growing  fast 
in  all  directions— air- 
lines, cybercafes,  car 
rentals.  Soon:  an  on- 
line financial  service. 

Monthly  visitors  to 
EasyEveryttiing  cafes: 
2.2inMon 

Minutes  of  surf-time 
$lwillbuy:20Bi«utGS 
to  4  hours 

Number  of  cars  at 
Easyftentacan  S.OOfl 

Day  rate  of  car  rental 
in  London: 

Market  cap  of  EasyJet 
$LS5U80B 

Number  of  flight  desti- 
nations at  EasyJet  30 


100-hour  weeks  doing  everything  from 
greeting  customers  to  dashing  out  to 
buy  garbage  cans  at  the  local  cash-and- 
carry.  Says  Webster:  "He  was  proving  to 
his  father  he  could  do  it." 

What  quickly  emerged  was  Stelios' 
"easy"  method  of  reengineering  tradi- 
tional industries:  Strip  out  unnecessary 
costs  and  bolt  on  the  efficiencies  of  new 
technologies.  At  EasyJet  that  means  no 
frills  like  free  meals,  no  travel  agents, 
no  reservations,  no  tickets,  no  refunds 
for  no-shows.  It  does  mean  all  book- 
ings, almost  90%  over  the  Web,  are  firm 
credit-card  sales,  the  flight  costs  deter- 
mined by  yield-management  software 
familiar  to  any  airline  customer.  Lon- 
don-Barcelona round-trip,  for  exam- 
ple, can  cost  anywhere  between  $57 
and  $518,  depending  on  how  far  in 

advance  you  book. 

Stelios'  frugal  instincts  permeate  the  empire.  He  doesn't 
have  a  secretary;  all  his  companies  run  paperless  offices, 
with  documents  scanned  into  the  intranet  where  he  can 
pick  them  up  on  a  screen  wherever  he  might  be  in  the 
world.  At  Easyjet's  tin  shed  headquarters,  a  kneecapping 
baseball  bat  is  mounted  behind  the  engineer  managing  out- 
side suppliers;  an  accountant  complains  in  a  flyer  on  the 
wall  that  she  found  1,113  sheets  of  printer  paper  in  the 
garbage. 

EasyJet  flies  only  Boeing  737s  in  order  to  save  on  spare- 
parts  inventory.  And  new  planes,  like  new  cars,  need  less 
maintenance,  one  reason  a  plane  FORBES  tracked  was  able 
to  take  off  at  6:40  a.m.  in  Nice  and  make  nine  flights  across 
Europe  before  ending  the  day  at  11:50  p.m.  in  Glasgow. 
The  recent  initial  public  offering  allows  EasyJet  to  take  de- 
livery of  32  next-generation  Boeing 
737-700S,  pushing,  by  2004,  the  aver- 
age age  of  Easyjet's  44  planes  below 
three  years.  The  memory  of  the  Haven 
is  never  far  off. 

Analyst  Martin  Borghetto  at  Mor- 
gan Stanley  Dean  Witter  notes  that  dis- 
count airlines  in  Europe  still  have  only  3.7%  of  the  intra- 
continental  traffic,  compared  with  16.7%  in  the  U.S.,  but  he 
prefers  the  bigger  and  older  European  discounter,  Ryanair. 
EasyJet,  with  revenue  of  $450  million,  has  to  fill  71%  of  its 
seats  to  break  even,  compared  with  Ryanair's  53%.  Easy's 
earnings  are  vulnerable  to  price  swings  because  it  doesn't 
hedge  fuel  costs.  But  Ryanair  flies  older  planes  between  re- 
mote airports.  Webster  aims  to  get  business  travelers  by 
making  EasyJet  the  "quality"  discounter,  with  new  planes 
going  to  convenient  airports  on  30  routes. 

Easyjet's  stock  is  at  $6  after  going  public  at  $4.30  on  the 
London  Stock  Exchange  last  November.  With  a  market  cap 


of  $1.6  billion,  the  fast-growing  six-year-old  airline  boastsi 
multiple  50%  higher  than  that  of  British  Airways. 

Sweet  revenge.  Stelios,  like  Branson,  hates  BA.  It  got 
back  to  when  former  BA  boss  Robert  Ayling  invited  Stelic 
to  tea  and  asked  if  BA  could  invest  in  EasyJet.  "He  was  ve 
flattering,"  recalls  Stelios.  "He  said,  'I  think  you've  cracki 
it.' "  Stelios  opened  Easyjet's  books;  BA  executives  examini 
every  corner  of  the  startup  before  abruptly  announcirl 
regulators  wouldn't  approve  the  deal.  Shortly  thereaft< 
the  British  press  announced  BA  was  launching  a  rival  di 
count  airline  called  Go. 

Since  then  an  intense  rivalry  has  provided  Britis 
tabloids  with  colorful  copy.  When  Luton  Airport  close 
for  several  days  this  winter  because  of  a  dusting  of  snoi 
Go,  over  at  Stansted  airport,  ran  ads  saying,  "would  yc 
rather  fly  with  a)  the  airline  most  likely  to  get  you  the 
on  time,  or  b)  the  airline  with  a  generous  refund  polit 
because  they  don't?" 

"Stelios  is  a  spirited  competitor,"  says  David  Magliani 
Go's  sales  director.  "We  enjoy  our  little  spats." 

But  Stelios  has  had  the  last  laugh.  When  Go  was  launchc 
back  in  1998,  Stelios  and  his  team  showed  up  on  its  inai 
gural  flight  bedecked  in  orange  boilersuits  and  handed  oi 
1 50  letters  promising  free  flights  on  EasyJet.  Go's  chief  exe 
utive  found  herself  alone  at  the  front  of  the  plane  while  joui 
nalists  piled  into  the  back  to  interview  the  garrulous  Gree 
In  mid-June  BA  unloaded  Go  in  a  management  buyout. 

The  day  after  Stelios  hijacked  Go's  launch  flight  he  rea 
ized  they  had  created  a  brand.  "We  captured  the  imagin 
tion  of  the  British  public,"  he  says,  "and  the  resUess  me  sai 
'Hold  on,  we've  got  another  asset  here  we  can  exploit.' "  Tl 
result  is  EasyGroup,  a  brand-building  incubator  at  the  "R< 
tunda" — Stehos'  head  office  in  suitably  cheap  and  dowi 
market  Camden,  London — where  the  lessons  of  undercu 
ting  airlines  are  carried  over  to  other  industries. 

EasyRentacar  will  have  9,000  vehicles  in  six  Europe 


An  Italian  prosecutor  went  after  Stelios  and  his 
father  on  criminal  charges  that  included 
manslaughter,  extortion  and  attempted  bribery. 


countries  by  the  end  of  this  year.  It  keeps  its  costs  dow 
by  selling  direct  over  the  Internet  and  offers  only  one  c; 
the  Mercedes  A  class.  In  Nice  the  EasyRentacar  "office" 
a  simple  desk  in  an  office  building's  underused  unde 
ground  parking  lot,  a  ten-minute  walk  from  the  airport 
But  this  no-frills  approach  allows  Stelios  to  rent  out 
new  Mercedes  in  central  London  at  just  $13  a  day,  plus ! 
for  the  car  wash.  EasyRentacar  has  88%  of  its  fleet  earnii 
money  on  any  given  day,  compared  with  Avis  Europe's  66 
and  Hertz  International's  73%.  "It's  an  industry  sufferii 
from  the  airline  syndrome,"  says  Stehos.  "Hertz  and  A\ 
are  locked  into  their  high  costs,  their  corporate  contrac 


98     FORBES  -  July  9,  2001 


and  Resorts*  encompasses  hotels  and  resorts  managed,  franchised.  or  teased  by  two  separate  groups  of  companies — Hyatt  CorporiHion  and  its  affiliates  and  afWiates  of  Hyatt  International  Corporation.  ©  2001  Hyatt  Corp. 


PERFECT  /MRTINI.  A  deep-tissue  massage.  It's-all-about-me  room  service.  The  stuff  that 
<es  business  trips  memorable  and  brown-nosers  forgettable.  To  end  meeting  monotony, 
Hyatt  or  your  travel  planner.  1  800  233  1234  or  hyatt.com.  FEEL  THE  HYATT  TOUCH.* 
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their  service  promises.  I  hope  to  break  the  model." 

Banking  is  next.  Barclays  Bank,  until  recently,  controlled 
Luton  Airport  through  its  private  equity  funds,  and  last  year 
tried  to  boost  Easyjet's  landing  fees  from  $3.15  to  $1 1.20 
per  passenger.  Stelios  theatrically  cut  up  his  Barclays  credit 
card  on  national  television.  Stelios  has  a  hard  edge,  his  own 
executives  privately  citing  his  sharp-tongued  "interpersonal 
skills"  as  a  weakness.  But  sharp  elbows  pay  off  when  going 
up  against  established  players  like  Barclays  Bank. 

EasyMoney,  to  be  launched  this  summer,  is  an  online  fi- 
nancial service  in  a  field  littered  with  corpses.  What  could 
he  possibly  offer  consumers?  Not  deposits,  where  he  has  no 
competitive  advantage,  but  loans.  "In  the  U.K.,"  says  Stelios, 
"there  is  a  margin  of  2%  to  3%  in  credit  cards  and  unse- 
cured loans  that  we  can  undercut.  If  we're  more  efficient 
and  equally  reUgious  about  being  low  cost,  as  we  have  been 
in  our  other  businesses,  we  will  have  a  profitable  company." 

Perhaps  the  most  interesting  business  to  emerge  from 
Stelios'  incubator  is  EasyEverything.  Stelios  and  his  hard- 
traveling  inner  circle  noticed  that  Internet  cafes  in  most 
cities  were  overpriced  operations  run  by  nerds,  sometimes 
fleetingly  fashionable  but  frequently  going  bust.  But  now 
there's  an  expanding  market  of  tourists  and  business  trav- 
elers wanting  to  check  their  e-mail  while  on  the  road. 
Won't  the  next-generation  phones  hurt?  "I  am  a  great  skep- 
tic that  anything  offered  by  mobile-phone  devices  will  ever 
be  as  effective,  user-friendly  or  as  cheap,"  he  says.  "It  will 


A  kneecapping  baseball  bat  is  mounted  behind 
an  engineer  managing  suppliers;  an  accountant 
complains  of  1,113  sheets  oif  paper  in  the  trash. 


Stelios'  discount  airline  is  out 
to  bag  Europe's  business  flyers, 


always  be  a  product  for  investment  bankers." 

So  Stelios  is  bringing  in  the  cafe  industry's  second  in- 
dustrial wave.  Two-year-old  EasyEverything  is  a  21 -store 
chain  of  24-hour  monster-size  Internet  cafes,  mostly  in  Eu- 
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rope,  bringing  in  2.2  million  customers  and  revenues  of 
$4.5  million  a  month. 

Will  it  work  outside  Europe?  "Deadly  dull  for  a  U.S 
audience,"  a  Forrester  Research  analyst  told  the  New  York 
Times.  "Pegple  already  have  Internet  access  at  the  office 
and  at  home." 

Fighting  words.  Stelios  and  Chief  Executive  Maurice  Kelly 
decided  to  silence  such  critics  by  proving  their  model  could 
work  even  in  the  most  wired  environment  in  the  world.  So 
last  November  they  opened  the  world's  largest  Internet  cafe, 
an  800-seat  beast  smack  in  New  York's  Times  Square. 

Hewlett-Packard  is  the  chain's  one-stop  technology 
supplier.  Depending  on  how  busy  it  is,  a  dollar  will  buy 
New  York  customers  between  20  minutes  and  4  hours  of 
surf  time,  the  price  determined  by  software  modeled  after 
the  airline's  yield-management  system.  Six  months  later 
Kelly  claims  32,000  log-ons  a  week  have  turned  the  New 
York  store  cash-positive.  "If  you  are  a  girl,"  Stelios  says, 
"you  look  like  a  weirdo  if  you  hang  out  in  bars  alone.  But 
it's  perfectly  normal  to  walk  into  an  Internet  cafe." 

Cafes  in  San  Francisco,  Miami  and  Boston,  and  a  sec 
ond  in  New  York  are  opening  within  the  next  12  months 
and  locally  run  competitors  will  be  hard-pressed  to  compete 
with  Stelios'  economies  of  scale.  Take  the  ads  on  the  chain's 
existing  9,000  screens,  already  generating  18%  of  total  rev 
enue.  When  Stelios  and  Kelly  sign  a  major  franchising  deal 
in  Asia  later  this  year,  they  will  retain  the  right  to  centrally 

  sell  and  then  pipe  ads  throughout 

EasyEverything's  worldwide  chain. 
That's  a  potential  advertising  audience 
of  tens  of  millions  of  educated  and  up 
wardly  mobile  citizens  of  the  world  every 
month.  "Americans  get  it,"  says  Kelly. 
"This  is  ground  zero  at  Blockbuster." 

And  how  is  Stelios  financing  cafes 
that  cost  about  $3  million  each  to 
open?  Papa  Loucas,  ailing,  recently  gave 
Stelios  his  inheritance.  Stelios  won't  re 
veal  how  much  that  was. 

Institutional  money  is  also  replacing 
family  funds.  For  the  first  time  ever.  Mi 
crosoft  leased  its  latest  software  to  Stelios' 
cafes  on  a  per-use  basis  rather  than  thet 
usual  upfront  fee;  private  equity  firmi 
Apax  Partners  and  Hewlett-Packard  hold 
$14  million  debentures,  each  convertible 
into  9%  of  EasyEverything's  equity. 

Such  smart  money  clearly  sees 
something  in  the  cafe  chain  earmarked 
for  Nasdaq  or  the  London  Stock  Ex- 
change sometime  next  year.  If  Stelios' 
first  two  initial  public  offerings  are  anything  to  go  by,  the 
shares  will  move.  "The  trouble  I  have  with  fashionable 
businesses  is  they  go  out  of  fashion,"  says  Stelios.  "But  sav 
ing  money  never  goes  out  of  fashion."  • 
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It's  very  easy  to  proclaim  that  you  own 
the  network  of  tomorrow.  The  question,  of 
course,  is  what  do  you  have  to  offer  today? 

In  WorldCom's  case,  we  offer  our 
customers  the  world's  most  expansive*  IP 
network.  Namely,  WorldCom's  own  UUNET 
network.  A  network  that  is  already  carrying 
the  data  and  ambitions  of  thousands  of 
companies  to  more  than  65  countries 
around  the  world. 

A  network  that  truly  is  next  generation. 
The  difference  being  that  it's  already 
serving  the  needs  of  this  generation. 
Leave  nothing  to  chance. 


d  on  global  PoPs 

1  WorldCom.  Inc  All  Rights  Reserved.  CODE:  GEN3 


Visit  www.worldcom.com/backup 
or  call  1-888-886-3829  for  a  no  cost, 
no  obligation,  backup  plan. 
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BY  MONICA  SHOWALTER 

I T  WAS  TENSE  IN  THE  BOARDROOM  OF  MEXICO'S  LEADING 
media  group  in  the  spring  of  last  year  as  two  macho  cousins 
sparred  over  the  direction  of  the  $2. 1  billion  (2000  revenues) 
Grupo  Televisa  empire.  The  peacemaker  was  a  37-year-old 
woman  with  a  head  for  numbers  and  an  ability  to  make 
people  laugh.  Yet,  until  then,  Maria  Asuncion  Aramburuzabala 
Larregui  was  known  in  Mexico  simply  as  a  beer  heiress. 

Using  cash  from  the  sale  of  stock  in  Grupo  Modelo,  the 
brewer  of  Corona  beer  cofounded  by  her  grandfather  66  years 
ago,  she  bought  a  5%  stake  in  Televisa  for  a  reported  $600  mil- 


Brewing  Change 

Maria  Asuncion  Aramburuzabala 

is  tapping  her  beer  money  to  digitize  Mexico. 


lion  from  Alejandro  Burillo  Azcarraga,  the  disgrunded  cousir 
of  Chief  Executive  Emilio  Azcarraga  Jean.  The  move  served  to 
get  the  broadcasting  entity  past  the  bickering  and  on  to  cuttiiu 
costs  and  going  after  the  Hispanic  market  in  the  U.S. 

Thus  Maria  entered  the  clubby,  male-dominated  world  a 
Mexican  corporate  politics.  Armed  with  seats  on  the  board! 
of  Televisa  and  three  other  large  Mexican  firms,  she  hopes  ti 
use  her  influence  and  a  family  venture  capital  pool  of  perhap 
$40  million  (she  won't  say  how  much)  to  upgrade  Mexico^ 
industrial  base.  The  venture  fund  is  backing  a  company  that  ij 
building  data  and  Web  hosting  centers  in  Mexico.  In  the  U.S 

Web  hosting  companies  likl 
Exodus  are  struggling,  bul 
Maria  is  confident.  "We  jusi 
laid  the  first  stone  in  our  fin  I 
building  and  we  already  hav  I 
three  clients  interested  i 
leasing  100%,"  she  notes. 

Maria's  father,  Pabl 
Aramburuzabala  Ocaranz;! 
the  son  of  penniless  Basqu| 
immigrants  to  Mexico,  made  a  fortune  on  Coron 
beer  and  died  in  1995  at  63,  leaving  no  male  heirs- 
just  Maria,  her  sister  and  their  mother.  Maria  recall 
how  "friends"  of  her  father  were  at  her  door  le; 
than  a  month  after  he  was  buried,  seeking  to  wre 
control  of  his  Modelo  stake  from  what  they  assume 
were  helpless  women.  "But  [our]  shares  representt 
control  of  many  companies  and  43,000  jobs,  and  v 
had  a  responsibility  to  them,"  she  says.  So  the  thr< 
women  decided  to  manage  their  stake  themselves.  [ 

By  then  a  mother  of  two  wdth  a  crumbling  ma 
riage,  Maria  had  an  accounting  degree  and  a  year's  e 
perience  as  an  accountant  at  a  Mexican  securities  fin 
Under  the  tutelage  of  her  father's  business  partnt 
Don  Juan  Sanchez  Navarro,  Maria  became  vice  chai 
man  of  Modelo  in  1996.  Facing  dovm  early  skeptic 
she  merged  two  failing  yeast  companies,  streamliiK 
distribution,  cleaned  up  the  accounting  and  put  the 
in  the  black  after  a  year.  "I  call  it  my  M.B.A.,"  she  sa} 
In  1998  Anheuser-Busch  exercised  a  $1.6  biUic 
option  to  purchase  shares  in  Modelo,  which  gave  il 
50%  noncontrolling  stake.  JVlaria's  family  probab 
pulled  at  least  $500  million  in  cash  out  of  that  trar 
action.  She  won't  detail  other  holdings  either,  but  s 
is  reported  to  control  a  1%  stake  in  banking  giant  B 
namex,  in  addition  to  the  10%  of  Grupo  Modelo  s 
is  still  believed  to  own.  The  funds  she  invested 
Televisa  last  year  are  worth  another  $1  billion. 

Job  creation,  she  believes,  is  better  for  Mexi 
than  any  social  program.  "We  have  missed  every  tra  ^ 
of  development  that  has  come,"  she  laments.  "Tl 
digital  era  is  our  opportunity  to  leapfrog." 
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iER  GRAND  CHEROKEE  It's  no  ordinary  feat.  But  then  Quadra-Drive™*  is  our  most  advanced  four-wheel  drive 
stem  ever.  This  engineering  marvel  directs  power  from  the  wheels  that  slip  to  the  wheels  with  traction.  So  even 
th  only  one  wheel  on  solid  ground,  Grand  Cherokee  can  get  you  going  and  keep  you  going.  Amazing— four-wheel  drive 
at's  nearly  gravity-defying.  To  get  more  information,  call  1-800-925-JEEP  or  visit  our  Web  site  at  www.jeep.com. 

jtlonal.  Always  use  seat  belts.  Remember  a  backseat  is  the  safest  place  for  children  12  and  under.  Jeep  Is  a  registered  trademark  of  DalmlerChrysler.  j 
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Celtic  Charm 

Terry  Matthews  made  his  fortune  by  spotting 
telecom  waves  early  and  selling  at  the  right  time. 


BY  CHRISTOPHER  HELMAN 

TERRY  MATTHEWS  WOULDN'T  KNOW  "HANG  TEN" 
from  "high  five,"  but  in  his  office  in  the  farmlands 
outside  Ottawa  the  transplanted  Welshman  uses  surf 
imagery  for  catching  the  big  ones  in  telecom,  as  he 
did  in  the  1990s  at  Canada's  Newbridge  Networks. 
"You  put  yourself  out  on  a  board,"  he  says.  "A  lot  of  waves 
come  in,  but  only  about  one  wave  in  ten  is  a  big  motherin' 
wave  that'll  give  you  that  great  ride.  That's  the  only  wave  I  want 
to  catch." 

He's  talking  about  waves  of  creative  destruction — where 
huge  technological  leaps  lead  to  ripping  out  billions  of  dollars 
of  old  gear  and  replacing  it  with  billions  in  new  gear,  which 
Matthews  is  ever  ready  to  sell.  Today  he's  excited  about  voice- 
over  Internet  protocol  (VoIP),  also  known  as  Web  phone  ser- 
vice. He's  betting  that  corporations  will  ditch  their  old  wire-line 
telephone  hardware  and  buy  new  phones  that  send  and  receive 
calls  over  the  same  broadband  connections  that  hook  desktop 
computers  to  the  Internet.  "One  year  from  now  these  applica- 
tions will  be  in  full  swing,"  he  said  in  May,  as  the  telecom  sec- 
tor hit  new  lows.  "The  tech  market  was  wild  on  the  downside, 
and  it  will  be  wild  on  the  upside." 

Matthews,  58,  made  his  $1.9  billion  fortvme  on  the  upside. 
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He  founded  two  telecom  companies 
and  sold  them  near  the  top  of  mar- 
kets. Through  2  venture  funds,  he  has 
been  involved  in  selling  20  others 

Precocious  Matthews  grew  up  tin- 
kering with  busted  clocks  and  radios, 
At  1 5  he  got  a  job  at  British  Telecoinl 
Armed  with  an  electrical  engineering 
degree,  he  moved  to  Canada  for  bettei 
opportunities.  In  1973  he  cofounded 
Mitel,  which  pioneered  electronic 
switching  systems  that  allowed  for  op< 
erator-free  PBXs  and  Touch-Tone 
phone  sets.  The  company  peaked  ai 
$250  million  in  sales  in  1984.  A  yeai 
later,  battling  AT&T  and  Northerr 
Telecom,  Mitel  sold  a  controlling  staki 
to  British  Telecom. 

Matthews  soon  left  with  $30  mil 
lion  and  founded  Newbridge,  namai 
after  the  working-class  Welsh  tow| 
where  he  grew  up.  The  outfit  was  earlj 
to  market  with  the  telecom  switched 
routers  and  multiplexers  that  handlj 
data  through  phone  lines.  In  earll 
2000  Matthews  sold  Newbridge  to  ao 
quisitive  European  telecom  giant  Al 
catel.  Matthews  is  now  Alcatel's  largej  L 
shareholder,  with  a  4%  stake  worth  $ 
billion  as  of  May  2 1 . 
Last  fall  he  launched  March  Networks  to  go  after  the  Wei 
phone  wave.  He  picked  up  the  Mitel  brand  name  and  it 
moneylosing  VoIP  and  speech-recognition  divisions  ($500  mi 
lion  in  sales)  for  only  $260  million.  He  has  frantically  hired  20 
engineers  from  the  likes  of  Nortel  and  Cisco  and  is  throwiil 
$40  milHon  in  R&D  their  way.  In  April  Matthews  lured  Dona 
Smith,  president  of  Nortel's  optical  broadband  unit,  to  hea 
Mitel.  "Isn't  it  convenient?  Nortel  cuts  back,  Cisco  cuts  back,  jm 
as  I  was  ramping  up.  How  could  I  plan  such  a  thing?"  He  wink 
Matthews  faces  competition  from  Cisco,  Net2phone  an 
Microsoft,  but  this  year  he's  already  sold  businesses  an  est 
mated  $10  million  of  VoIP  gear.  Available  now  are  phone  se 
with  built-in  Internet  screens  and  infrared  receptors  that  lin 
with  PalmPilots.  The  technology  will  soon  be  used  in  hands-fri 
voice-activated  applications  for  cell  phones  and  Webcam  sea 
rity  systems.  Matthews  hopes  to  go  pubUc  by  2003. 

For  this  startup  wizard  to  succeed  yet  again,  the  market  f< 
VoIP  will  have  to  explode.  Industry  watchers  Frost  &  Sulliva 
expect  sector  sales  to  soar  from  $1.4  biUion  in  1999  to  $77  bi 
lion  by  2005.  "There's  no  doubt  we're  evolving  to  an  IP-bas« 
platform,"  predicts  John  McLennan,  chief  executive  of  ATS 
Canada.  "Only  some  of  it  will  work,  but  Terry  v«ll  find  that  o 
faster  than  anybody  else." 


)AT  &  C°  N°7 

DNOPOCKET  IN  PLATINUM,  COLD  OR  STEEL. 

Touftncnu 


SINCE 


www.lourneou.com  800  348  3332 
3«K         PALM  BEACH  BAl  HARBOUR  SOUTH  COAST  PIAZA  HOUSTON 

T  &  C°  HAS  CREATED  THE  A.O.S.C.®  QUALITY  LABEL  IN  ORDER 
!ARANTEE  THE  SWISS  QUALITY  OF  ITS  COMPONENTS  AND  THE 
MANUFACTURING  STANDARD  OF  ITS  TIMEPIECES.  INFORMATION 
TALOGS  AT  1 -877-BEDATCO  (2332826)  ■  WWW.BEDAT.COM 

i  C°  ClNEVf  AND  Swiss  A.O.S.C  ARE  REGISTERED  TRADEMARKS  Of  BEDAT  &  C°  SA, 
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BY  BENJAMIN  FULFORD 

DVER  THE  PAST  YEAR  THE  PRESIDENT  OF  JAPAN'S 
Fast  Retailing,  Tadashi  Yanai,  has  singlehandedly 
pushed  down  his  nation's  consumer  price  index 
and  trade  surplus.  He  did  this  by  cutting  through 
a  tangled  distribution  system  to  sell  high-quality 
clothing  at  less  than  a  third  of  what  the  Japanese  had  been 
paying. 

In  the  six  months  ending  in  February,  sales  at  Fast  Retail- 
ing's  Gap-like  Uniqlo  stores  were  up  126%  (to  $1.8  billion) 
from  the  same  period  a  year  earlier,  while  pretax  profits  rose 
140%,  to  $514maiion. 

The  fact  that  Uniqlo  could  have  a  15%  aftertax  margin 
while  selling  clothes  at  a  70%  discount  gives  you  some  idea  of 
the  staggering  inefficiency  of  Japan's  wholesale  and  retail  sec- 
tor. While  Uniqlo  stores  in  Tokyo  sell  jean  jackets  for  $24, 


Japanese  Gap  outlets  charge  $58  to  $66,  and  the  Matsuya  de 
partment  store  charges  $175.  Nonetheless,  Fast  Retailing  i 
still  able  to  earn  a  gross  profit  of  $12  on  that  jacket. 

Fast  Retailing's  stunning  success  has  come  amid  dee] 
economic  malaise  in  Japan  that  has  led  to  record  bankrupt 
cies  in  the  past  year  and  destroyed  enough  wealth  to  reduc 
the  numbers  of  billionaires  in  the  country  by  a  third.  Ye 
having  amassed  his  own  $4.8  billion  fortune,  the  52-year-oli 
Yanai  gives  every  sign  of  just  getting  started. 

"We  can  apply  our  business  model  to  anything  that  ha 
to  do  with  clothing,  food  or  shelter  [furniture],"  Yanj 
says.  The  model  involves  sending  craftsmen  from  Japan  t 
China  to  teach  the  latest  production  technology  and  style: 
Chinese  factories,  operating  at  one-twentieth  of  Japanes 
wages,  then  send  ultracheap  goods  directly  to  his  reta 
outlets,  completely  bypassing  Japan's  byzantine  distribu 
tion  system. 

The  logistics  are  handled  b 
Mitsubishi  Corp.,  Nichimen  Corj 
and  Marubeni  Corp.,  three  c 
Japan's  top  trading  houses.  Thes 
traders  have  already  begun  tran* 
ferring  Japanese  vegetable  varieti« 
and  farming  techniques  to  Chin: 
with  an  aim  to  profit  by  lowerin 
Japan's  sky-high  food  prices.  Fa 
Retailing  intends  to  be  one  of  the 
outlets  for  this  produce. 

"We  have  an  experiment, 
melon  farm  in  China,"  sa^ 
Mitsubishi  Corp.  Chairman  Minoi 
Makihara.  Melons  sell  for  as  muc 
as  $100  each  in  Japan,  so  Yanai  ca 
look  forward  to  a  big  slice. 

Fast  Retailing  has  grand  amb 
tions.  It  plans  to  roll  out  a  chain  i 
50  apparel  outlets  in  the  U.K.  th 
fall.  If  the  shops  do  well,  the  ne: 
move  will  be  to  the  U.S.  Yanai  say 
"Within  ten  years  we  will  be  biggi 
than  the  Gap."  Uniqlo  is  current 
one-fourth  as  big  in  sales.We  we 
come  the  competition,  but  Yanai 
going  to  have  to  keep  inventing  be 
ter  mousetraps.  Gap  is  already  ge 
ting  80%  of  its  apparel  from  ove 
seas,  a  lot  of  it  from  China. 


Tadashi  Yanai's  revolution  will  spread  out  of  Japan  and  beyond  clothind 

One-Man  Restructuring  Aq 


106     FORBES"  Iulv9, 2001 


■■HI 


hat's  preventing  you  from  owning  a  jet? 


BUJJ 


The  Next  Big  Bet 

As  he  butts  heads  with  Rupert  Murdoch  over  digital  TV, 
Andre  Kudelski  wants  his  smart  cards  to  leave  home. 


BY  JOHN  PITMAN 

OVER  THE  LAST  DECADE  ANDR£  KUDELSKI  HAS 
transformed  his  father's  respected  but  highly  in- 
debted Nagra  reel-to-ree!  audio  recorder  company 
into  a  $211  million  (revenues)  encryption  software 
leader.  Now  the  Cheseaux,  Switzerland-based  Kudel- 
ski Group's  forte  is  smart  cards  that  slide  into  cable  and  satel- 
lite decoders,  unscrambling  the  feeds  for  subscribers.  Its  stock, 
boosted  by  expectations  of  explosive  growth  in  the  digital  T\^ 
sector,  trades  at  127  times  last  year's  profits.  Kudelski's  37% 
stake  is  worth  $1.8  billion. 

But  mention  Rupert  Murdoch  to  Kudelski  and  the  corners 
of  his  mouth  start  to  tighten.  Murdoch's  News  Corp.  is  cur- 
rentiy  bidding  to  buy  satellite  T\'  provider  DirecTV,  the  main 
competitor  of  Kudelski's  biggest  customer,  Colorado-based 
EchoStar.  A  Murdoch  win  here  wouldn't  be  good  news  for 
Kudelski  Group.  U.K.-based  NDS,  80%  owned  by  News  Corp., 
makes  the  same  "conditional  access"  software  as  Kudelski.  At 
the  same  time,  a  likely  counterbid  for  DirecTV  by  EchoStar 
could  mean  a  windfall  for  the  Swiss  company. 

Kudelski's  digital  T\'  smart  card  unit,  Nagravision,  has  an 
estimated  34%  share  of  all  digital  decoders  in  use  worldwide; 
NDS,  whose  main  clients  are  DirecTV  and  News  Corp.,  has  an 
estimated  36%  share.  There's  a  lot  at  stake:  The  number  of  dig- 


ital pay  TV  subscribers  is  ex 
pected  to  grow  betwee: 
1 5%  and  30%  a  year  for  th 
next  four  years,  fi-om  an  & 
timated  58  million  now. 

With  News  Corp 
backing,  NDS  has  given  Ku 
delski  a  scare  in  the  past- 
most  recendy  in  1997,  whe 
Murdoch's  ASkyB  satellil 
TV  division,  an  NDS  cu 
tomer,  tried  unsuccessful 
to  merge  with  EchoSta 
That  was  "a  real  fight,"  sa) 
Kudelski.  But  it  was  a  fig 
he  was  able  to  win  on  tif 
strength  of  his  technolog) 
An  independent  pan 
chose  Nagravision  to  suj 
ply  the  potential  merge 
company  v^th  smart  care 
With  its  horse  effective 
out  of  the  race.  News  Cor 
dropped  its  bid.  Not  lor 
after,  Kudelski  sealed  a  lonj 
term  pact  with  EchoStar- 
a  deal  that  represente 
some  25%  of  the  Kudelsi 
Group's  sales  last  year. 
As  a  teenager  in  the  late  1970s,  Kudelski  and  two  hig 
school  friends  from  outside  Lausanne  bmlt  a  PC  fi-om  scratc 
He  went  on  to  get  degrees  in  physics  and  computer  scient 
fi^om  the  Swiss  Federal  Institute  of  Technology. 

But  that  won  him  few  points  at  home.  "My  father  didr 
think  my  ideas  were  very  good,"  says  Kudelski  of  his  early  e 
forts  to  convince  dad  to  shift  scarce  R8cD  resources  away  fi"0] 
the  Nagra  tape  recorder  unit  and  into  software.  In  1991,  aft; 
a  group  of  investors  pressured  Stefan  Kudelski  to  step  down,  tl 
son  took  over.  (There  were  no  hard  feelings.  Kudelski  remai] 
close  to  his  father. )  The  following  year  was  a  sprint  for  him 
restructure  the  company,  find  new  customers  and  stay  solver 
Kudelski,  41,  wants  his  smart  cards  to  be  more  than  fan^ 
padlocks  as  digital  T\'  systems  converge  vsdth  the  Net.  "In  tl 
last  30  to  40  years  you  have  had  a  lot  of  efforts  to  bring  you, 
home,  a  lot  of  software  or  movies,"  explains  Kudelski.  "Tl 
next  step  is  to  allow  you  to  do  [all  of  these]  things  outside 
your  house."  In  the  last  year  Kudelski  Group  has  spent  Si 
million  acquiring  companies  that  develop  interactive  applic 
tions  for  Web-linked  TVs.  In  development  are  practical  app 
cations  like  Internet  voting,  on-demand  video  feeds,  securi) 
personal  medical  information  online  and  smart  cards  that  do 
ble  as  tickets  to  movie  theaters,  sporting  events,  even  ski  lifts, 
lot  of  new  territory,  even  if  Murdoch  gets  DirecTV. 
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rence  between  a  good  insurer  and  a  great 
great  one  knows  this  isn't  just  any  shovel. 


You  tell  people  it's  a  reminder  of  that  rainy 
day  in  May  when  you  broke  ground  on  the 
new  building.  But  really  it's  a  reminder  of 
every  smart  choice  that  got  you  to  that  day. 
To  understand  what  moves  business,  you  have 
to  understand  what  moves  business  people. 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


CNA  is  a  service /narK  soq 


see  an  independent  agent  or  broker,  or  visit  www.cna.com 

"  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001.  All  rights  reserved. 
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The  World's  , 

Richest  People 


FORBES'  15TH  ANNUAL  LIST  OF  THE  WORLD'S  RICHEST 
presents  for  the  first  time  an  untruncated  list  of  every  billion- 
aire whose  wealth  we  could  track  down.  We  scoured  the  world 
and  came  up  with  538  billionaires,  not  counting  extended  fam- 
ily fortunes.  Their  combined  wealth  is  a  staggering  $1.73  tril- 
lion— more  than  the  GDP  of  France.  The  average  net  worth  is  $3.2  bil- 
lion. Average  age  is  a  ripe  62. 

Americans  still  dominate,  with  271  billionaires  and  8  of  the  top  10.  Bill 
Gates  sits  comfortably  at  number  one  for  the  seventh  year  in  a  row.  We 
found  new  billionaires  in  all  corners  of  the  globe:  50  in  total,  including  4 
in  Russia,  10  in  Italy  and  the  first  fi'om  New  Zealand.  Stock  market  and 
currency  volatility  bumped  14  Japanese  fi^om  the  list  and  knocked  down 
Turkish  fortunes.  Elsewhere,  net  worths  were  relatively  stable.  In  years 
past  we've  differentiated  between  billionaires  running  a  business  and 
^^^^^^^^^^^^^^^^^^^^    those  simply  living  off  their 
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wealth.  No  longer.  The  accom- 
panying tables  rank  the  world's 
richest  in  net  worth  order.  For 
billionaires  with  pubUcly  traded 
fortunes,  net  worths  were  cal- 
culated using  share  prices  and 
exchange  rates  from  May  21. 
For  privately  held  fortunes  we 
estimate  what  companies  would 
be  worth  if  they  were  public.  We 
also  include,  when  possible,  the 
value  of  art  collections,  real  es- 
tate and  even  African  game 
parks.  The  symbols  below  sig- 
nal the  directional  change  in 
wealth  since  last  year's  list.  Re- 
turnees are  those  who  previ- 
ously dropped  off  the  list  and 
have  made  a  comebacL  F 


NEW*         UFA         DOWNT  -  RETURNEE 

U.S.  NET  WORTHS  COMPARED  TO  VALUES  AS  OF  8/24/2000. 


Rank  Name/Countiy 

Networtf 
($bil) 

industry 

Age 

Ml 

1  William  H.Gates  III /UnHed  States 

58.7 

Microsoft 

45 

2  Warren  Edward  Boff  ett/Unlted  States 

32.3 

investments 

70 

▲ 

3  Paul  Gardner  Allen/United  Stales 

30.4 

Microsoft 

48 

▼ 

h 

4  Lawrence  Joseph  Ellison/United  States 

26.0 

Oracle 

58 

5  Tlieo  &  Karl  Albrecht/Germany 

25.0 

retail 

▲ 

6  Prince  Alwaleed  Bin  Talal  JUsaud/SaudI  Arabia  20.0 

investments 

44 

7  Jim  C.  Walton/United  States 

18.8 

Wal-Mart 

53 

8  John  T.  Walton/United  States 

18.7 

Wai-Mait 

55  M 

9  S.  Robson  Walton/United  States 

18.6 

Wal-Mart 

57 

10  Alice  LWattoq/United  States 

18.5 

WaHKart 

52 

M 

10  Helen  R.  Walton/United  States 

18.5 

Wal-Mart 

81 

M 

12  Johanna  Ouandt  &  family/Germany 

17.8 

BMW 

74 

13  Steven  Anthony  Ballmer/United  States 

16.6 

Microsoft 

45 

It 

l» 

14  Kenneth  Thomson  &  family/Canada 

18.4 

publishing 

77 

M 

15  Lillane  Bertencourt/France 

15.6 

L'Oreal 

75 

M 

16  Philip  F.  Anschutz/Unlted  States 

15.3 

fiber  optics 

61 

^ 

17  In^ar  Kamprad/Sweden 

13.0 

Ikea 

75 

18  Li  Ka-shing/China 

12.6 

diversified 

73 

» 

10  Sumner  M.  Redstone/United  States 

12.6 

Viacom 

78 

1 

20  Leo  Kirch/Germany 

12.0 

media 

74 

i 

21  Barbara  Cox  Anthony/United  States 

11.7 

media 

77 

A 

21  Anne  Cox  Chambers/United  States 

11.7 

media 

81 

23  Walter,  Thomas,  Raymond  KwokyChlna 

11.5 

real  estate 

i 

24  John  Werner  Kluge/Unlted  States 

10.9 

Metromedia 

86 

1 

25  Carlos  Slim  Helu/Mexico 

10.8 

telecom 

61 

il 

26  Bernard  AmauK/France 

10.7 

LVMH 

52 

27  Ernesto  Bertarelli  &  family/Switzerland 

10.5 

biotech 

35 

i 

27  Michael  Dell/Unlted  States 

10.5 

computers 

36 

1 

29  Silvia  Berlusconi/Italy 

10.3 

media 

64 

1 

30  Abigail  Johnson/United  States 

9.1 

Fidelity 

39 

1 

31  Forrest  Edward  Mars  JryUnlted  States 

9.0 

candy 

69 

i 

31  Jacqueline  Badger  MarsAJnited  States 

9.0 

candy 

61 

i 

31  John  Franklyn  Mars/United  States 

9.0 

candy 

65 

A 

31  Kirsten  Rausing  &  family/Sweden 

9.0 

packaging 

NA 

35  Charles  Ergen/Unlted  States 

8.8 

satellite  TV 

48 

^ 

W 

35  Robert  E.  (Ted)  Turner/United  States 

8.8 

media 

62 

37  Yasuo  Take!  &  family/Japan 

8.3 

finance 

71 

1 

38  Saliman  Olayan  &  family/Saudi  Arabia 

8.0 

investments 

82 

39  Keith  Rupert  Murdoch/United  States 

78 

publishing 

70 

1 

40  Hans  Rausing/Sweden 

77 

packaging 

75 

i 

40  Nobutada  Sajl  &  family/Japan 

77 

Suntory 

55 

J 

42  Azim  Premji/lndia 

6.9 

software 

55 

43  Leonardo  Del  Vecchio/ltaly 

6.6 

eyewear 

66 

43  Amancio  Ortega/Spain 

6.6 

retail 

65 
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IN  THEIR  SEARCH  FOR  BETTER  SOFTWARE,  THE  VISITORS  FROM  A  PARALLEL  UNIVERSE  FIND 

AfEBSPHERE  FOR  E-COMMERCE 

I  HELPED  WHIRLPOOL  'S  B2B  AND  B2C  SOLUTIONS  ACHIEVE  100%  ROI  IN  LESS  THAN  9  MONTHS  | 


Idi.siness  soltwarc  ibm.com/websphere/ecommerce 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  OF  SOFTWARE. 


DILLIUnMinLO 


REGIONS  

Tlie  U.S.  leads  the  pack. 
Japan  lost  14,  but  still 
ranks  second.  Number 
of  Europeans,  up  7%. 

U.S.  51% 
EUROPE  23% 
ASIA  14% 
AMERICAS  S% 
MIDEAST/AFRICA  4% 

THE  PRINCF  

Alwaleed  Bin  Talal  is 
the  richest  individual 
outside  the  U.S.,  ranked 
number  6  and  worth 
$20  billion  High-energy 


investor  searches  for 
undervalued  stocks. 
Not  all  his  bets,  like 
Priceline.com,  are  win- 
ners—but he's  commit- 
ted. Huge  fan  of  AOL 
Time  Warner,  with  $1 
billion  stake.  His  3.9% 
of  Citigroup  accounts 
for  half  his  fortune. 

LI  KA-SHING  

Richest  man  in  Asia, 
known  as  "Superman." 
Has  retail,  energy  and 
telecom  holdings.  His  net 
worth,  .-  is  up 

$1.3  billion  since  last 
year.  Recently  knighted 
by  Queen  Elizabeth.  Got 
his  start  selling  plastic 
flowers.  Son  Richard  Li 
is  in  hot  water  of  late. 


Roberto  Hernandez 

$1.3  billion 
Rank:  387 

Chairman  of  Mexico's  number 
two  bank,  Banamex.  Citigroup 
recently  announced  plans  to  buy 
Banamex's  holding  company  for 
$12.5  billion  in  cash  and  stock.  If 
the  deal  goes  through,  it  will  be 
the  largest  acquisition  in  Mexi- 
can history.  And  Hernandez,  son 
of  a  cattle  rancher,  will  get  a  seat 
on  Citigroup's  board. 


[Rank  Nws/Cmmtiy^, 

Netwtirtt 

.CM 

Jnkisuy 

to 

45  Gerald  Cavendish  Grosvenor/United  Kingdom  6.5 

real  estate 

49 

46  Kirk  Kerkorian/United  States 

6.4 

investments 

84 

47  Francois  Pinault/France 

6.3 

retail 

64 

▼ 

47  Charles  R.  Schwab/United  States 

6.3 

brokerage 

64 

T 

49  Pierre  Landolt  &  family/Switzerland 

6.1 

Novartis 

53 

▼ 

50  Nasser  M-Kharafl&  family/Kuwait 

6.0 

contractor 

58 

▲ 

50  George  Sems/United  States 

6.0 

finance 

70 

▲ 

52  Lee  Shan  lUe/China 

5.9 

real  estate 

73 

T 

53  Eli  Broad/United  States 

5.8 

real  estate 

68 

A 

54  James  Geodni|lrt/United  States 

5.7 

software 

58 

▼ 

55  Kyosuke  Kinoshita  &  family/Japan 

5.6 

finance 

61 

▲ 

55  MasayoshI  Son/Japan 

5.6 

Softbank 

43 

T 

57  Luciano  Benetton  &  family /Italy 

5.5 

Benetton 

66 

▲ 

57  Robert  Wan  Pritzker /United  States 

5.5 

financier 

75 

57  Thomas  J.  Pritzker/Unlted  States 

5.5 

Inheritance 

51 

60  Curt  Engethorn/Geffnany 

5.4 

drugs 

75 

▲ 

60  Paul-Louis  Halley  &  family/France 

5.4 

Carrefour 

66 

T 

60  Gordon  Earle  Meore/Unlted  States 

5.4 

Intel 

72 

T 

60  Hasso  Plattner/Germany 

5.4 

SAP 

57 

A 

64  Gustavo  CIsneros  and  family /Venezuela 

5.3 

media 

56 

▲ 

64  Friedrich  Karl  Flick  Jr./Germany 

5.3 

diversified 

74 

▲ 

64  Walter  Haefner /Switzerland 

5.3 

software 

90 

▼ 

64  Stefan  Persson/Sweden 

5.3 

retail 

53 

▼ 

88  Yosbitaka  Fukuda/ Japan 

5.2 

finance 

53 

A 

69  Alfred  Lerner/United  States 

5.1 

banking 

68 

A 

70  Donald  Edward  Newhouse/United  States 

5.0 

media 

71 

70  Samuel  Irving  Newhouse  Jr./United  States 

5.0 

media 

73 

70  Michael  Otto  &  family/Germany 

5.0 

retail 

58 

T 

70  Alain  &  Gerard  Wertheimer /France 

5.0 

Chanel 

A 

70  August  von  Finck/Gennany 

5.0 

investments 

71 

▼ 

75  Serge  Dassault  &  family/France 

4.9 

aviation 

76 

▼ 

76  Genter  Hen  &  famity/Gennany 

4.8 

retail 

60 

A 

76  Tadashi  Yanai/Japan 

4.8 

retail 

52 

T 

78  Rolf  Gerling/Germany 

4.7 

insurance 

46 

A 

79  Edward  Crosby  Johnson  Ill/United  States 

4.6 

Fidelity 

71 

T 

Barry  Lam 

$1.1  billion 
Rank:  452 

His  Quanta  Computer  manufac- 
tures nearly  one-seventh  of  all 
notebook  computers  sold  world- 
wide. He's  now  expanding  into 
mobile  phones.  Despite  a  50% 
drop  in  Quanta's  stock  since  last 
year.  Lam  is  unfazed.  "Reces- 
sion— I  don't  know  why  people 
say  there's  a  recession.  We've 
been  working  overtime." 


Rank  Name/Country 


Silvio  Berlusconi 

$10.3  billion 
Rank:  29 

The  wealthiest  man  in  Italy  wa 
elected  prime  minister  for  th 
second  time  in  May.  His  fir; 
stint  lasted  only  seven  months  i 
1994.  Has  yet  to  resolve  the  cor 
flict  of  interest  between  his  ne' 
job  and  diverse  business  hole 
ings,  including  Italy's  large; 
commercial  broadcaster,  whic 
controls  63%  of  TV  advertising 


Net  worth 
(Sbil)  Industry 


79  Spiro  Latsis  &  family /Greece 

79  Dieter  ven  IMtzbrtaick  t  family /Germany 

82  Michael  Rubens  Bloomberg/United  States 

82  Marvin  H.  Davis/United  States 

82  Masatoshi  Ito/Japan 

82  Samuel  Curtis  JahnsM/United  States 

82  Lorenzo  Mendoza  &  family /Venezuela 

82  Reinhard  MobH/Gennany 

82  Pierre  M.  Omidyar/Unlted  States 

82  Nicky  Oppenfaeimer  &  fanily /South  Africa 

90  James,  Arthur  &  John  Irving/Canada 

90  Rudolf  Oetker  &  family/Germany 

92  Lee  Marshall  Bass/United  States 

92  Maurice  Raymend  Greeaberg/United  States 

92  Philip  H.  Knight/United  States 

95  FMnut  Iwasaki/Japan 

96  Micky  Arison/Unlted  States 

96  Patrick  (Shui  Cbung)  Wang/China 

98  Walter  Hubert  Annenberg/United  States 

98  Donald  L  Bren/United  States 

98  Erivan  Haub  &  family /Germany 

98  Alfred  Heineken/Netherlands 

98  H.  TV  Warner /United  States 

98  Galen  Westea  &  fanily/Canada 
104  Sid  Richardson  Bass/United  States 
104  Jofl  Meade  HnntsmaR/United  States 
104  Leonard  Alan  Lauder/United  States 
104  Henry  Ross  Perot/United  States 
104  Tsai  Wan-lin  &  family /Taiwan 
109  Shari  Arisen  Dorsman/lsrael 
109  Carl  Icahn/United  States 
109  MehmetKaramebmet&  family/Turkey 
109  Robert  Kuok/Malaysia 
109  SanfiT  Sidhu/Unlted  States 
109  Nina  Wang/China 


4.5  beer 
4.5  media 


4.3  AIG 

4.3  Nike 


4.6  banking  54 

4.6  media  59 
4.5  financial  news  58 
4.5  oil  75 
4.5  retail  77 
4.5  manufacturmg  73 

35 
80 

4.5  Ebay  44 

4.5  De  Beers  56 

4.4  oil 

4.4  diversified 

4.3  investments  45 
76 
63 

4.2  real  estate  76 

4.1  cruise  ships  52 

4.1  micromotors  50 

4.0  publishing  92 

4.0  real  estate 

4.0  retail 

4.0  Heineken 

4.0  toys 

4.0  retail 

3.8  Investments  58 

3.8  chemicals  64 

3.8  Estee  Lauder  68 

3.8  investments  71 

3.8  Insurance  76 

3.7  diversified 
3.7  finance 
3.7  diversified 
3.7  diversified 
3.7  software 
3.7  real  estate 


84  i 
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TODAY  TOMORROW  TOYOTA 


Develop  smart  highway 
systems  to  help  traffic 
move  more  smoothly 


Think  up  new  excuses  for 
being  late  to  work 


"The  dog  ate  my  alarm  clock." 

"My  long-lost  uncle  dropped  in  for  tea." 

"A  squirrel  short-circuited  the  garage  door." 

There  will  always  be  plenty  of  excuses  for 
not  getting  to  work  on  time.  But  in  the 
future,  traffic  may  not  be  one  of  them. 

In  San  Diego,  Toyota  has  tested  a  highway 
system  that  helps  vehicles  automatically 
maintain  a  safe  distance  from  each  other, 
regulating  traffic  flow.  And  our  engineers 
are  also  developing  on-board  computers 
that  monitor  traffic  congestion,  suggest 
quicker  alternative  routes  —  even  locate 
vacant  parking  spaces. 

But  that's  just  the  beginning.  We  won't 
stop  until  bumper-to-bumper  crawls  are 
a  thing  of  the  past.  And  to  those  who 
say  that's  not  possible,  we  have  just  one 
thing  to  say.  Excuses,  excuses,  excuses. 

www.toyota.com/tomorrow 


BILLiUJIALKLiL 


WEALTH  Si^AJ^  

One  category  where  the 
U.S.  isn't  on  top:  It  ranks 
9th  in  average  net 
worth,  with  $3.4  billion 
per  entry  on  our  list. 
Tiny  Sweden  gets  a 
huge  boost  from  Ikea's 
Ingvar  Kamprad,  worth 
$13  billion.  Below  are 
the  top  four  countries. 

AVERAGE  NET  WORTH 

SWEDEN  sr.?  otilion 
KUWAIT  S6  tfiittoti 
SAUDI  ARABIA 

SS.1  UDion 
GERMANY     $5  bitSofl 

RICHEST  

Several  including 
Masayoshi  Son  (see  bio, 
right)  and  Larry  Ellison 
(ranked  4th)  have  come 
close  in  the  past  to 
knocking  Bill  Gates  off 


the  top  of  this  list.  But 
with  Microsoft  stock  up 
49%  since  January,  it's 
not  going  to  happen  this 
year.  The  chief  software 
architect,  with  a  net 
worth  of        :  iiH';  is 
once  again  high-tech's 
poster  boy. 

HAS  BEEN  

Eleven  years  ago 
Yoshiaki  Tsutsumi,  age 


67,  ranked  number  one 
in  the  world  with  ■ 

Easy  come,  easy 
go.  Due  to  plunging 
property  values,  his  26 
golf  courses,  36  hotels, 
Seibu  railway  and  stake 
in  a  professional  base- 
ball team  are  now 
worth  just  $2.8  billion, 
ranking  him  167th. 


Masayoshi  Son 

$5.6  billion 
Rank:  55 

He  came  close  to  being  the  richest  man  in  the  world  in  February 
2000,  with  a  $76  billion  fortune — before  the  Internet  crash  pum- 
meled  Softbank's  shares.  Now  he's  not  even  the  richest  in  Japan.  But 
things  are  looking  up.  Softbank,  with  stakes  in  Yahoo,  E-Trade  and 
other  Internet  ventures,  recorded  a  430%  increase  in  profits  to  $300 
million  on  sales  of  $3.2  billion.  Armed  with  $760  million  in  cash  from 
selling  Yahoo  shares.  Son's  Internet-empire  building  continues  apace. 


Hasso  Plattner 

$5.4  billion 
Rank:  61 

Cofounder  and  cochairman 
$5.5  billion  (sales)  software  giai 
SAP,  which  is  updating  its  imaj 
by  moving  to  the  Interne 
MySAP.com,  an  Internet  port 
that  provides  software  for  e-bus 
nesses,  accounted  for  20%  of  re 
enues  last  year.  An  avid  sailo 
through  SAP  is  sponsoring  Ne 
Zealand  for  the  America's  Cup 


Rank  Name/Counttv 

Networtf 
($bil) 

1 

Industry 

Age 

■  Rankltaffle/CountTy 

Nelwortt 
($bil) 

Industry 

Age 

115  John  R.  Simplot/United  States 

36 

potatoes 

92 

T 

146 

William  Wrigley  JriUnlted  States 

3.1 

chewing  gum 

38 

116  Jose  &  Antonio  Ermirio  de  Moraes/Brazl! 

3.5 

diversified 

▲ 

151 

Emilio  Azcarraga  Jean/Mexico 

3.0 

media 

33 

116  Nicolas  Hayek/Switzerland 

3,5 

Swatch 

72 

A 

151 

Robert  Muse  Bass/United  States 

3.0 

oil 

53 

116  Craig  O.McCaw/Unlted  States 

3,5 

telecom 

51 

T 

151 

Riley  P.  Bechtel/Unlted  States 

3.0 

Bechtel 

49 

116  Ng  Teng  Fong  &  family/Singapore 

3.5 

real  estate 

72 

A 

151 

Stephen  Davison  Bechtel  JriUnlted  States 

3.0 

Bechtel 

76 

116  Kazoo  Okada/Japan 

3.5 

gatning 

58 

▼ 

151 

Henry  Lea  HiUmao/United  States 

3.0 

conglomerate  82 

116  Sakip  Sabanci  &  family/Turkey 

3,5 

conglomerate  88 

▼ 

151 

Mohammed  Jameel  &  family/Saudi  Arabia 

3.0 

auto  sales 

NA 

116  Stepban  Schmidheiny/Switzerland 

3.5 

investments 

53 

T 

151 

Saleh  Kamel/Saudi  Arabia 

3.0 

conglomerate 

60 

116  Reinhold  Wurtti/Germany 

3,5 

manufacturing  66 

T 

151 

Khoo  Teck  Puat/Slngapore 

3.0 

banking 

84 

124  Dhirubhai  Ambani  &  family/India 

3.4 

diversified 

68 

T 

151 

George  Lucas/United  States 

3.0 

movies 

57 

124  Charles  R.  Bronfman/Canada 

3,4 

liquor 

70 

A 

151 

Andrew  Jerrold  Perenchio/Unlted  States 

3.0 

television 

70 

124  David  Geffen/United  States 

3,4 

music 

58 

A 

151 

RIcarde  Salinas  Pliego  &  family/Mexico 

3.0 

media 

45 

124  Ann  Walton  Kroenke/Unlted  States 

3,4 

Wal-Mart 

51 

A 

162 

Dietmar  Hopp  &  family/Germany 

2.9 

SAP 

61 

124  Gerard  Uuis-Dreyfus&  family/France 

3.4 

commodities 

69 

A 

162 

Joseph  &  Moise  Safra/Brazil 

2.9 

banking 

124  James  L.  Sorenson/United  States 

3,4 

med.  devices 

79 

A 

162 

Leslie  Herbert  Wexner/Unlted  States 

2.9 

Limited 

63 

130  Edgar  M.  Broirfman  SryUnited  States 

3.3 

liquor 

72 

T 

162 

Hireshl  Yamauchi/Japan 

2.9 

Nintendo 

73 

130  Martin  Ebner/Switzerland 

3,3 

investments 

55 

A 

162 

Lorenzo  Zambrano  &  family/Mexico 

2,9 

cement 

57 

130  Amos  Barr  Hostetter  Jr7United  States 

3.3 

cable  TV 

64 

167 

Charles  Francis  Detan/United  States 

2.8 

cable  TV 

74 

130  Eitaro  Itoyama/Japan 

3,3 

golf  courses 

59 

A 

167 

Aloysio  de  Andrade  Faria/Brazll 

2.8 

banking 

80 

130  Ryoichi  Jinnai/Japan 

3.3 

finance 

74 

A 

167 

Klaus  Jacobs/Switzerland 

2.8 

temp  agency 

64 

130  Bernard  Marcus/United  States 

3,3 

Home  Depot 

71 

A 

167 

John  Sail/United  States 

2.8 

software 

53 

130  Akira  Mori/Japan 

3.3 

real  estate 

84 

T 

167 

Jack  Crawford  Taylor/United  States 

2.8 

car  rental 

78 

130  Ronald  Owen  Perelman/United  States 

3,3 

Investments 

58 

167 

Yoshiaki  Tsotsumi/Japan 

2.8 

real  estate 

67 

138  Donald  George  Fisher/United  States 

3.2 

Gap 

72 

A 

167 

Steven  Femcz  Udvar-Hazy/Unlted  States 

2.8 

leasing 

55 

138  Doris  Feigenbaum  Fisher/United  Stales 

3,2 

Gap 

70 

A 

174 

Samuel  Jayson  Lefrakj'Unlted  States 

2.7 

real  estate 

83 

138  Philippe  Foriel-Destezet/France 

3.2 

temp  agency 

65 

A 

174 

Bruno  SchroderAlnited  Kingdom 

2.7 

Schroders 

68 

138  Karl-Heinz  Kipp/Germany 

3.2 

retail 

77 

174 

Jeffrey  Skoll/Canada 

2.7 

Ebay 

36 

138  Charlos  De  GanaU  Koch/United  States 

3.2 

oil  services 

65 

A 

174 

Y.C.  Wang/Taiwan 

2.7 

plastics 

84 

138  David  Hamilton  Koch/United  States 

3.2 

oil  services 

61 

A 

174 

Cheng  Yu-Tung  /China 

2.7 

real  estate 

75 

138  Ronald  Steven  Lauder/United  States 

3.2 

Estee  Lauder 

57 

179 

Den  Fajita/Japan 

2.6 

fast  food 

75 

138  Preston  Robert  risch/Uniied  States 

3.2 

Loews  Corp. 

75 

A 

179 

Thomas  Schmidheiny/Switzerland 

2.6 

cement 

55 

146  Giovanni  Agnelli  &  family/Italy 

3.1 

Fiat 

80 

T 

179 

Klaus  Tscbira/Gennany 

2.8 

SAP 

60 

146  Aafik  Al-Hariri  &  family/Lebanon 

3.1 

construction 

57 

▼ 

182 

Orto  Beishei.tt/Germany 

2.5 

retail 

77 

146  Lester  Cro«ni&  family/United  States 

3.1 

conglomerate 

76 

A 

182 

Bernard  Ecclestsoe/United  Kingdom 

Z.5 

Formula  One 

70 

146  Ennio  Doris/Italy 

3.1 

Insurance 

61 

▼ 

182 

Eugenie  Garza  Laguera  &  family/Mexico 

2.5 

beverages 

78 
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the  companies  joining 
Falcon  family— witli 
Falcon  50EX  or  the 
on  2000  (below  right). 


owfast  growing  companj^ 
pick  up  the  pace, 


neered  with  passi 


DASSAULT 


IKE  PERSONALS 
Most  billionaires  prefer 
to  talk  about  their  busi- 
nesses rather  than  their 
own  lives.  But  personal 
facts  help  paint  a  fuller 
picture.  Interesting 
find:  8  billionaires  with 
the  last  ncune  Johnson. 

SELF  MADE:  Xo9 
UNDER  40:  32 
SINGLES:  6S 
COLLEGE  DROPOUTS:  26 

■YOUNG  YANG  


Cof  ounder  of  Yahoo, 
Jerry  Yang,  ranked  490, 
lost  82%  of  his  wealth 
in  one  year.  Still,  as  the 
second  youngest  billiort- 
aireatage      he  has 
time  to  rebuild  his 
fortune.  The  youngest, 
Daniel  Ziff,  29.  inherited 
his  money  from  dad. 
Ziff  is  one  of  6  single 
billionaires  under  40. 

OLD-TIMER  

Brazilian  media  baron 
Robert  Marinho  has  the 
distinction  of  being  the 
oldest  member  of  our 
list  at  age      He  still 
works  a  few  days  a 
week  at  the  Ric  de 
Janeiro  offices  of 
Globe,  his  broadcasting 
and  publishing  group. 
Swiss  Walter  Haefner 
and  Americans  Walter 
Annenberg,  Lawrence 
Rockefeller  and  John 
Simplot  are  the  other 
four  nonagenarians. 


Michael  Lee-Chin 

$1  billion 
Rank:  488 

A  Chinese-Jamaican  immigrant, 
he  moved  to  Canada  in  1970. 
After  successftiUy  selling  mutual 
ftinds,  he  bought  tiny  fund  man- 
ager AIC  Group  for  $200,000  in 
1987.  It's  grown  from  $1  million 
to  $10  billion  under  management 
and  is  now  one  of  Canada's 
biggest  mutual  fund  companies. 


Liliane  Bettencourt 

$15.6  billion 
Rank:  15 

Still  the  richest  person  in  France. 
Despite  limited — but  growing — 
pressure  to  reform  L'Oreal's 
ownership  structure,  Bettencourt 
is  adamant  about  maintaining 
her  and  Nestle's  control  of  the 
company.  L'Oreal's  strong  18% 
revenue  growth  keeps  her  scent 
one  of  sweet  success. 


Amancio  Ortega 

$6.6  billion 
Rank:  43 

Spanish  founder  of  $2.2  billioc 
(sales)  Inditex,  maker  and  re 
tailer  of  moderately  priced  styl 
ish  clothes,  which  went  public  ii 
May,  selling  26%  for  $2  billion 
Best  known  for  its  Zara  brand 
He  keeps  a  very  low  profile.  Ra 
portedly  owns  a  horse-jumpini 
circuit — and  refuses  to  wear  tiei 


Net  worth 

flank  NaRn/CouiiTry                             ($bil)  Industry 

Afil 

iRankNane/Country 

Net  worth 
(SbH)  Industry 

xo£  Hiaii  aeriy/uniicQ  oiaics 

media 

71 

T 

L.C 

zipp6rs 

OM  ▼ 

182  R^hiiii  Koc  &  fsmily/Turkey 

2.5 

conglomerate  70 

▼ 

222 

Svlaimafl  Bin  AUni  AHfa^/Saudi  Arabia 

2.1 

bsnking 

43  ^ 

182  Joan  Beverly  Kroc  &  family/United  States 

2,5 

McDonald's 

72 

222 

Louis  L.  Gonda/Uniied  Slates 

2.1 

AIG 

52  A 

182  John  C.  Malone/United  States 

2.5 

media 

80 

222 

John  T.  Dsrrance  iH/lreland 

2.1 

soup 

57  -1 

182  Kerry  Packer/Australia 

2.5 

media 

63 

▼ 

222 

Charles  Bartiett  Johnson/United  States 

2.1 

mutual  funds 

68  A 

182  Ramer&MdiaelSchroidt-fliittienbeck/Gemtany 

2.5 

retail 

T 

222 

Edmund  Wattis  LittlefieM/United  States 

2.1 

Utah  IntI 

87  ^ 

182  David  Rockefeller  Sr./United  States 

2.5 

oil 

86 

222 

Sergio  Mantegazza/Switzerland 

2.1 

travel 

73 

182  Robert  Rawling/United  States 

2.5 

oil  &  gas 

47 

▲ 

222 

Acbille  Maraniatti/ltaly 

2.1 

MaxMara 

NA  1b 

182  Takemitsu  Takizaki/Japan 

2.5 

manufaclunng 

56 

T 

222 

Adolf  Merckle/Germany 

2.1 

drugs 

66  A 

194  Mikhail  Khedorkovsky/Russia 

2.4 

oil 

38 

222 

Sammy  and  Yuli  Ofer/lsrael 

2.1 

diversified 

70  - 

194  Henry  T.  Nicholas/United  Stales 

2.4 

Broadcom 

42 

T 

222 

Steven  Allen  Spielberg/United  States 

2.1 

movies 

54  M 

194  Leonard  Norman  Stem/United  States 

2.4 

real  estate 

63 

T 

222 

Ernest  E.  Stenipel/Bermuda 

2.1 

AIG 

85  J 

194  Laurence  Alan  Tisch/United  States 

2.4 

Loews 

78 

A 

222 

Adrian  Swire  &  family/United  Kingdom 

2.1 

diversified 

70  J 

198  Robert  Basdi  Jr.  &  fanuly/Germany 

2.3 

technology 

73 

A 

234 

Jeffrty  P.  Bem/United  States 

2.0 

Amazon.com 

37  H 

198  Martin  Bouygues  &  family/France 

2.3 

diversified 

49 

T 

234 

Hubert  Burda/Germany 

2.0 

media 

61  •* 

198  Susan  Tkofflpsoa  Bnffett/United  States 

2.3 

investments 

68 

A 

234 

AntoflM  Cham^irfwiawl/Portugal 

2.0 

finance 

83  i 

198  William  Morse  Davidson/United  States 

2.3 

manufacturing  78 

A 

234 

Richard  J.  Egan/United  States 

2,0 

EMC 

65  ^ 

198  Ray  Lee  Hunt/Urtited  States 

2.3 

oil  &  gas 

58 

A 

234 

Edward  Lewis  Gaytord/United  States 

2.0 

media 

82  i 

198  George  B.  Xaiscr/United  States 

2.3 

oil  &  gas 

58 

A 

234 

Peter  R.  Kellogg/Uniied  Stales 

2.0 

stock  trading 

58  i 

198  Terry  (Tai  Ming)  KuoAaiwan 

2.3 

PC  parts 

NA 

T 

234 

Ric.'iard  Li/China 

2.0 

media 

34  1 

198  Ralph  Lauren/United  Slates 

2.3 

Polo 

61 

A 

234 

Hugo  Mann  &  family/Germany 

2.0 

retail 

87  1 

198  Henry  Samueli/United  States 

2.3 

Broadcom 

46 

T 

234 

Patrick  Josepli  HcGovsm/United  States 

2.0 

publishing 

83  - 

198  Richard  M.  Schulze/United  Slates 

2.3 

Best  Buy 

60 

▼ 

234 

John  R.  Menard  Jr./United  Stales 

2,0 

retail 

61  - 

268  Jean-Ctande  Decaox/France 

2.2 

billboards 

63 

★ 

234 

John  ?.  Margridge/Unlted  States 

2.0 

Cisco 

67  1 

208  David  A.  Duffieid/Unlted  Slates 

2.2 

PeopleSofi 

60 

A 

234 

Robert  Allen  N^ify/Uniled  Slates 

2,0 

theaters 

79  i 

208  Garden  Peter  Gelty/United  States 

2.2 

oil 

65 

234 

Ferit  Sabenk  &  faRuiy/Turkey 

2.0 

diversified 

37  1 

208  H.  Wayne  Huizenga/United  States 

2.2 

diversified 

62 

A 

234 

Fayez  Shalaby  Sarofim/United  Slates 

2,0 

finance 

72  - 

208  Martlia  RolKBSon  Rivers  Ingram/United  States 

2.2 

Ingram  Micro  65 

T 

234 

Gesrg  nyssen-Boraemisza/Switzerland 

2.0 

conglomerate 

51  i 

208  Barbara  Piasecka  Johnson/United  Slates 

2.2 

manufacturing  64 

A 

234 

Theodore  W.  Wattt/Uniied  Slates 

2.0 

computers 

38  ' 

208  James  Kim/United  States 

2.2 

microchips 

65 

T 

234 

Gary  Winnick/Unlted  States 

2.0 

investments 

53  ^ 

208  Nancy  Walton  Laurie/United  States 

2.2 

Wal-Mart 

49 

A 

251 

Abdul  Aziz  Al  Ghurair/UAE 

1,9 

banking 

47  ' 

208  Frank  Lowy/Australia 

2.2 

malls 

70 

A 

251 

Alberta  BaiBcres/Mexico 

1.9 

diversified 

88  i 

208  Maersk  Mc-Kinney  Moller/Denmark 

2.2 

shipping 

87 

T 

251 

Khalid  Bin  Mahfouz  &  family/Saudi  Arabia 

1-9 

banking 

54  ' 

208  Shfv  Nadar/lndia 

2.2 

technology 

55 

▼ 

251 

Artbur  H.  Blank/United  States 

1.9 

Home  Depot 

58  i 

208  Bernard  (Barry)  Sherman/Canada 

2.2 

drugs 

59 

A 

251 

Paolo  Bulgari  &  family/Italy 

1.9 

Bulgari 

63  ■ 

208  Thomas  M.  Siebel/United  States 

22 

software 

48 

▼ 

251 

Robert  J.  Fisher/United  States 

1,9 

Gap 

46  i 

Ofi 
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BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.   AT  BASF,  THE  KEY  TO  OUR 
.CESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
LOBAL.  IN  CHEMICALS,  AGRICULTURAL  PRODUCTS  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE 
HOT  ONLY  POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL 
>F  WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 


BlLLLCmAlRE^ 


l,QSFRS  

Ninety-one  billionaires 
were  knocked  off  the 
list,  many  of  them  taken 
down  by  the  tech  crash. 
Non-U.S.  drop-offs  are 
measured  against  May 
22, 2000  stock  prices. 
U.S.  are  since  Aug.  24. 

NON-U.S.  DROP  OFFS  ^3 
U.S.  DROP-OFFS  48 
BIGGEST  %  LOSER  85 


Italian  Renato  Soru, 
who  runs  what  he  says 
is  the  largest  ISP  in 
Europe,  zoomed  onto 
our  list  last  year  at  S4 .1 

Unlike  some  of 
his  dot-com  compan- 


ions, he  still  makes  it. 
But  his  net  worth  fell 
72%  to 

making  him  one  of  the 
year's  biggest  losers. 
American  David  Fiio, 
from  Yahoo,  takes  top 
honors,  down  85%. 

NOT  YET  


Larry  Ellison  came 
within  a  hair  last  year 
of  knocking  Bill  Gates 
off  the  throne  as  rich- 
est man  in  the  world.  At 
one  point,  he  had 

to  Gates'  $63 
billion.  But  ifs  been  a 
rough  few  months  for 
Ellison  and  his  Oracle 
stock.  He  is  now  ranked 
fourth  with  $26 1 


Richard  Branson 

$1.8  billion 
Rank:  272 

Britain's  best-known  brand, 
Branson  has  lost  $1.5  billion  since 
last  year.  Virgin  Atlantic  profits 
tumbled;  a  deadly  wreck  derailed 
the  U.K.  train  industry,  including 
Virgin  Trains.  Lost  very  public 
bid  to  operate  U.K.'s  national  lot- 
tery. Better  news:  Virgin  Mobile 
inked  deals  with  SingTel,  Cable  & 
Wireless  and  Sprint. 


Robert  Johnson 

$1.6  billion 
Rank:  312 

Forget  about  Oprah 
Winfrey.  After  selling 
his  BET  Holdings  to 
Viacom  for  $2.7  bil- 
lion, Johnson  became 
the  first  African- 
American  to  cross  the 
billion-dollar  mark. 
Described  as  a  man 
who  aspired  to  be- 
come the  Disney  of 
black  America — his 
Black  Entertainment 
Television  cable  chan- 
nel is  a  mainstay  in 
American  hip-hop 
culture — he  hopes  to 
establish  the  first 
black-owned  major  airline,  DC  Air.  But  those  plans  could  crash  if  th 
United-US  Airways  merger  doesn't  get  past  regulators.  The  Beltwa 
bigwig's  ranch  adds  some  soul  to  Northern  Virginia's  hunt  country 


251  John  Hargreaves  &  family/United  Kingdom 

1.9 

retail 

57 

A 

292 

Giorgio  Arauni/ltaly 

1.7 

fashion 

66 

251  LnMlMnslay/Unlted  States 

1.9 

real  estate 

81 

292 

John  Arrita^United  States 

1.7 

real  estate 

83 

251  John  Jahr  &  family/Germany 

1.9 

media 

67 

T 

292 

Kumar  Mangalam  Birla/lndia 

1.7 

commodities 

34 

251  Michael  Krasny/United  States 

1.9 

retail 

47 

T 

292 

Michol*  Ferrero/ltaly 

1.7 

chocolates 

74 

251  Kjeld  Kirk  Kristiansen/Denmarl( 

1.9 

Lego 

53 

T 

292 

Lawrence  Flinn  Jr./Unlted  States 

1.7 

media 

65 

▼ 

251  Terry  Matthews/United  Kingdom 

1.9 

telecom 

58 

292 

Jess  Stonestreet  Jaclisoa/United  States 

1.7 

wine 

71 

A 

251  L.  Lowry  Mays/United  States 

1.9 

media 

64 

▼ 

292 

Jim  Jannard/United  States 

1,7 

sunglasses 

52 

M 

251  Masao  Merita  &  family/Japan 

1.9 

Sony 

46 

T 

292 

Ruiterf  Johnson  JriUnited  States 

1.7 

mutual  funds 

61 

M 

251  Yasuyuki  Nambu/Japan 

1.9 

temp,  agency 

49 

▲ 

292 

Andre  Kudelski/Switzerland 

1.7 

software 

41 

M 

251  Akibiko  Otsvka  &  famHy/Japan 

1.9 

drugs 

63 

T 

292 

Clayton  Lee  Mathile/United  States 

1.7 

pet  food 

60 

251  Jim  Pattison/Canada 

1.9 

diversified 

72 

292 

Scott  G.  McNealy/United  States 

1.7 

technology 

46 

f 

251  Rtehard  Edward  Rainwater/United  States 

1.9 

investments 

57 

▲ 

292 

Eageae  Melayfc/Canada 

1.7 

drugs 

42 

* 

251  Stefan  Schorghuber/Germany 

1.9 

beverages 

40 

T 

292 

Kenneth  Morrison  &  family/United  Kingdom 

1.7 

supermarkets 

69 

■* 

251  Glen  Taylor/United  States 

1.9 

printing 

60 

▲ 

292 

Richard  Taylor  Peery/United  States 

1.7 

real  estate 

60 

4 

251  Samuel  Zell/United  States 

19 

real  estate 

59 

T 

292 

Gregorio  Perez  Companc  &  family/Argentina 

1,7 

oil  &.  gas 

66 

1 

272  S.  Daniel  Abraham/United  States 

1.8 

Slim-Fast 

77 

292 

Robert  Edward  Rich  Sr./United  States 

1.7 

food 

88 

i 

272  Herbert  k.  Allen  Jr/United  States 

1.8 

inv.  banking 

61 

292 

Roger  W.  Sant/United  States 

1,7 

energy 

70 

^ 

272  Maria  A.  Arambiiritzabala&  family/Mexico 

1.8 

beer 

38 

▲ 

292 

Ctenmie  Dixon  Spanglor  Jr./United  States 

1.7 

investments 

69 

A 

272  Jeronimo  Arango/Mexico 

1.8 

retail 

75 

A 

292 

Donald  John  Trump/United  States 

1.7 

real  estate 

55 

272  JhHo  Bozane/Brazil 

1.8 

diversified 

65 

A 

292 

Racftman  Halin  &  family/Indonesia 

1.7 

tobacco 

53 

1 

272  Richard  Branson/United  Kingdom 

1.8 

diversified 

50 

▼ 

312 

Dennis  Bakke/United  States 

1.6 

energy 

55 

^ 

272  Rsflald  BHrkle/United  States 

1.8 

investments 

48 

A 

312 

Perry  Richardson  Bass/United  States 

1.6 

oil 

86 

A 

272  Charles  C.  Bnrt/United  States 

1.8 

supermarkets 

62 

312 

Michael  Birck/United  States 

1,6 

Tellabs 

63 

272  Richard  T.  Farmer/United  States 

1.8 

Cintas 

66 

A 

312 

Vladimir  Bogdanov/Russia 

1.6 

oil 

50 

272  John  J.  Rsher/United  States 

1.8 

Gap 

40 

A 

312 

Chen  Din  Hwa/China 

1.6 

real  estate 

73 

272  Blase  Thomas  Galisano/United  States 

1.8 

Paychex 

59 

T 

312 

Richard  M.  Oevos/United  States 

1.6 

Amway 

75 

272  Leslie  L.  Gonda/United  States 

1.8 

finance 

81 

312 

Abilio  dos  Santos  Diniz  &  family/Brazil 

1,6 

supermarkets 

64 

272  Denald  Joyce  Hall/United  States 

1.8 

Hallmark 

72 

312 

Jeaa-Uois  Dwus  &  family/France 

1,6 

Hermes 

62 

272  Irwin  Marit  Jacobs/United  States 

18 

Qualcomm 

67 

A 

312 

Tetsun;  Funai/Japan 

1,6 

VCR  maker 

74 

272  Kenichi  Mahachi  &  family/Japan 

1.8 

manufacturing  68 

A 

312 

Stanley  Stub  Hobbard/Unlted  States 

1.6 

media 

68 

i 

272  M.'iry  Alice  Dcrrance  Malone/United  States 

1.8 

soup 

51 

A 

312 

Robert  Johnson/United  States 

1,6 

media 

55 

272  Joan  &  Carlos  March/Spain 

1.8 

investments 

A 

312 

Kwek  Leng  Beng/Singapore 

1.6 

diversified 

60 

272  Lakshmi  Mittai/United  Kingdom 

1,8 

steel 

50 

T 

312 

Lee  Kun-Hee  « family/South  Korea 

1.6 

diversified 

59 

272  Carl  Pohiad/United  States 

1.8 

banking 

85 

312 

Gary  Magness/United  States 

1.6 

media 

47 

272  Vladimir  Potanin/Russia 

1.8 

metals 

40 

312 

Andrew  McKeWey/United  States 

1.6 

Monster.com 

66 

1 
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GREG  PETERSON 

London.  England,  ', 


Now  there  s  a  phone  that 
does  work  in  foreign  countries. 

The  Nextel  ilOOOplus 


e  phone.  One  number.  Worldwidef^  Nextel  offers  digital  cellular  service  in  over  80  countries,  including  Brazil, 
xico,  Hong  Kong  and  the  United  Kingdom.  So  you  won't  have  to  deal  with  multiple  phones  or  outrageous  hotel 
irges.  And  rates  are  comparable  to  international  calling  cards.  In  the  U.S.,  enjoy  the  country's  largest  guaranteed 
digital  network.  To  get  the  i2000p/us  delivered  within  two  business  days,  log  on  to  nextel.com/callabroad. 


199.99 


Order  at:  nextel.com/callabroad   I  1-877-607-9014 


NEXTEL 

How  business  gets  done." 


upon  standard  AT&T,  MCI  WorldConn  and  Sprint  calling  card  rates  effective  1/02/01 .  Two-business  day  shipping  refers  to  purchases  via  the  Web  only.  ©2001  Nextel  Communications,  Inc.  All  rights  resen/ed.  Nextel,  the 
logo,  Nextel  Direct  Connect,  Nextel  Online,  Nextel  Worldwide,  More  ways  than  anyone  to  communicate  with  everyone,  and  How  business  gets  done  are  trademarks  and/or  service  marks  of  Nextel  Communications,  Inc. 
'ROLA,  The  Stylized  M  Logo  and  all  other  trademarks  indicated  as  such  herein  are  trademarks  of  Motorola,  Inc.  Reg.  U.S.  Pat.  &  Tm.  Off.  All  other  product  names  and  services  are  the  property  of  their  respective  owners. 
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BJ  L  LION  AlRfLS 


\MELQQM£  

Fifty  new  members 
joined  the  billionaires 
club.  The  countries  with 
the  most  new  faces: 


ITALY 
CANADA 
RUSSIA 
ISRAEL 


IB 
4 
4 
3 


FASHI 
Giorgio  Armani,  who 
quit  med  school  to  sell 


ties,  is  one  of  five  new 
fashion  billionaires  to 
strut  onto  the  list,  four 
of  whom  are  Italian. 
Others:  Achille 
Maramotti,  founder  of 
label  MaxMara;  Paolo 
Bulgari  and  his  family, 
purveyors  of  watches 
and  jewelry;  Miuccia 
Prada  (see  bio,  page 
122);  and  Spain's 
Amancio  Ortega  (see 
bio,  p.  116). 

UP  NORTH  


Norway,  with  a  popula- 
tion of  4.4  million,  has 
two  new  billionaires. 
Shipping  magnate  John 
Fredriksen  (above)  and 
his  NYSE-listed  Front- 
line are  riding  high. 
Supermarket  tycoon 
Stein-Erik  Hagen  chairs 
a  joint  venture  with 
European  giant  Royal 
Ahold.  Last  year's  first- 
ever  Norwegian  entry, 
tech  entrepreneur 
Alexander  Vik,  crashed 
from  $2.9  billion  to  a 
recent  $500  million. 


Vladimir  Bogdanov 

$1.6  billion 
Rank:  312 

As  a  competent  and  honest  in- 
dustrialist, Bogdanov  stands  out 
in  Russia.  Boss  of  Surgutneftegaz, 
the  country's  third-largest  oil 
company,  for  over  a  decade.  No 
thuggish  bodyguards,  no  offshore 
bank  accounts,  no  villas  on  the 
Riviera — ^just  steady  reinvestment 
in  the  business. 


Francois  Pinauit 

$6.3  billion 
Rank:  48 

He  built  family  lumber  company 
into  a  $23  billion  (sales)  retailing 
empire,  Pinault-Printemps-Red- 
oute.  Hailed  as  white  knight  for 
blocking  rival  Bernard  Arnault's 
Gucci  takeover.  Has  his  own  prob- 
lems— a  company  with  at  least  $3 
billion  debt,  including  a  Califor- 
nia suit  alleging  fraud. 


Nicky  Oppenlieimer  and  family 

$4.5  billion 
Rank:  82 

Third-generation  head  of  dia 
mond  empire  De  Beers,  Chair 
man  Nicky  led  a  successful  $1' 
billion  bid  to  take  the  group  pri 
vate  this  year.  The  deal  gives  hi 
famed  South  African  family  45°/ 
stake.  Plus,  they  have  4%  of  min 
ing  giant  Anglo  American.  Hi 
father,  Harry,  died  last  year  at  91 


Net  worth 

1  NetwDftt) 
iRaAMQowto..                          ...eW).  Mm  . . 

312  George  Pbydias  Mitchell/United  States 

1.6 

oil 

82 

A 

363 

1.4 

oil 

34  ir 

312  WHIIam  Morean/United  States 

1.6 

manufacturing  45 

▼ 

363 

Pierre  Beiien/France 

1.4 

Sodexho 

71  * 

312  Didier  Primat/France 

1.6 

Schlumberger 

56 

ir 

363 

Franklin  Otis  Booth  Jr./United  States 

1.4 

investments 

78  A 

312  Roberto  Recca  &  family/Argentina 

1.6 

diversified 

79 

363 

Emilio  Botin  &  family/Spain 

1.4 

finance 

66  - 

312  Gil  Shwed/lsrael 

1.6 

software 

34 

★ 

363 

Stephen  M.  Case/United  States 

1.4 

AOL 

43  ▼ 

312  Jackssn  Thooiu  Stepheas/United  States 

1.6 

inv.  banking 

77 

363 

Marii  Cuban/United  States 

1.4 

technology 

42  V 

312  Kemai  Uzan  &  faiiiily/Turl(ey 

1,6 

telecom 

86 

★ 

363 

Rafael  del  Pino  &  family/Spam 

1,4 

construction 

80  M 

312  Dennis  Washingtas/United  States 

1.6 

conglomerate  66 

T 

363 

Stanley  Druckenmiller/United  States 

1.4 

finance 

49  A 

312  Sanford  Weill/United  States 

1.6 

Citigroup 

68 

T 

363 

John  A.  Fentener  van  Vlissingen/Netherlands 

1.4 

travel 

62  ^ 

336  Abdul  Ai  Rahman  A!  Jeraisy/Saudi  Arabia 

1.5 

banking 

69 

▼ 

363 

Wiiliani  Clay  Ford/United  States 

1.4 

Ford 

76  M 

336  Frank  Batten/United  Slates 

1.5 

publishing 

74 

T 

363 

Thomas  F  Frist  Jr/Unlted  States 

1.4 

health  care 

62  J 

336  Carl  Edwin  Berg/United  States 

1.5 

real  estate 

64 

363 

Soichiro  Fukntake/Japan 

1.4 

education 

55  t 

336  Enric  Bemat/Spain 

1.5 

lollipops 

77 

★ 

363 

Barbara  Carlson  Gage/United  States 

1.4 

travel 

59  i 

336  Cbrisroph  Blocher/Switzeriand 

1.5 

plastics 

60 

T 

363 

Stein-Erik  Hagen/Norway 

1.4 

supermarkets 

44  a 

336  Bennett  Dorrance/Unlted  States 

1.5 

soup 

54 

▲ 

363 

Michael  Hiiti  &  family/Liechtenstein 

1.4 

tools 

54  - 

336  Ricfaard  N.  GaUoian/United  States 

1.5 

Levi  Strauss 

81 

363 

William  S.  Kellogg/United  States 

1.4 

retail 

56  i 

336  Stelios  Haji-loannou  &  family/Greece 

1.5 

easyJet 

34 

▲ 

363 

Koo  Chen-fu  &  family/Taiwan 

1.4 

diversified 

67  1 

336  Richard  Kinder/United  States 

1.5 

energy 

56 

★ 

363 

Willi  and  Isolde  Liebherr/Switzeriand 

1.4 

heavy  equip. 

1 

336  Henry  R.  Kravis/United  States 

1.5 

LBOs 

57 

363 

George  L.  Lindemann  &  family/United  States 

1.4 

investments 

64  i 

336  Kim  Magness/United  States 

1.5 

media 

49 

T 

363 

Robert  C.  McMair/Unlted  States 

1.4 

energy 

64  - 

336  Roberto  Marinho  &  family/Brazil 

1.5 

media 

96 

▼ 

363 

Marilyn  Carlson  Helson/United  States 

14 

travel 

62  i 

336  Richard  Edwin  Marriott/United  States 

1.5 

hotels 

62 

▲ 

363 

Miuccia  Prada  &  family/Italy 

1.4 

Prada 

50  1 

336  Billy  Joe  (Red)  McCombs/Uniled  Stales 

1.5 

media 

73 

T 

363 

Jay  Van  Andel/United  States 

1.4 

Amway 

77  - 

336  Marias  Nacfat/lsrael 

1.5 

software 

35 

★ 

363 

Gloria  von  Tham  and  Taxis/Germany 

1.4 

diversified 

41  ^ 

336  Carlos  Peralta  &  family/Mexico 

1.5 

telecom 

49 

A 

387 

Saleh  bin  Abdul  Aziz  Al  Rajhi/Saudi  Arabia 

1.3 

banking 

NA  ' 

336  Mitchell  Rales/United  States 

1.5 

manufacturing  44 

A 

387 

Vagit  Alekperov/Russia 

1.3 

Lukoil 

51  < 

336  Steven  Rales/United  Stales 

1.5 

manufacturing  49 

A 

387 

Anthony  Bamford  &  family/United  Kingdom 

1.3 

heavy  equip. 

55  ' 

336  George  R.  Roberts/United  States 

1.5 

LBOs 

56 

387 

Carlo  De  Beoedetti/itaiy 

1.3 

diversified 

66  - 

336  Laurance  Spelman  Rackefeller/Uniled  Stales  15 

oil 

91 

387 

Mikhail  Fridman/Russia 

1.3 

oil 

37  ■ 

336  Lois  Caries  Sarmiento  AngHlo/Calombla 

1.5 

banking 

68 

A 

387 

Patrick  GHerrand-Hermes/France 

1.3 

liermes 

67 

336  Harold  Clark  Simmons/United  States 

1.5 

investments 

70 

387 

Alfredo  Harp  Helu/Mexico 

1.3 

banking 

57  • 

336  John  Albert  Sokrata/United  States 

1.5 

real  estate 

62 

387 

Hans-Werner  Hector/Germany 

1.3 

SAP 

61 

336  Tiong  Hiew  King/Malaysia 

1.5 

lumber 

65 

A 

337 

Roberto  Hernandez/Mexico 

1.3 

banking 

59  • 

336  Kenny  A.  IVoBtt/Unlted  States 

1.5 

telecom 

53 

A 

387 

Bradley  Wayne  Hngtaes/United  States 

1.3 

storage 

68  . 

336  Rem  Vyakhirev/Russia 

1.5 

Gazprom 

66 

«■ 

387 

Steven  Paul  Jobs/United  States 

1.3 

Apple 

46 

336  Henry  C  Yuen/United  States 

1.5 

Gemstar 

53 

▼ 

387 

Kenneth  6.  Langene/United  States 

1.3 

investments 

65 
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How  complex  is  your 
IT  project? 


If  you're  about  to  tackle  an  ambitious 
technology  project,  you'd  better  sit  clown. 
And  call  us. 

At  AMS  we've  managed  IT,  eBusiness, 
and  systems  integration  projects  of 
nail-biting  complexity  all  over  the  world. 

And  not  only  do  we  succeed  in  getting 
difficult  projects  done,  we  also  make  the 


process  of  doing  them  a  lot  less  grueling. 

Wliich  is  one  reason  why  85%  of  our 
business  comes  from  companies  we've 
already  worked  with. 

Before  you  decide  on  a  shortlist  of 
consultants,  we  hope  you'll  look  into  AMS. 

We  can  improve  a  lot  more  than 
your  posture. 


Industrial 
strength  IT 

ams.com 


niffiiiwimifinp''^**"*™**'"''^^ 


BILLIONAIRES 


THE  RARER  SEX 
Women  billionaires 
make  up  7%  of  the  list. 
All  inherited  their 
fortunes  from  either 
their  fathers  or 
husbands.  But  a  number 
are  working  hard  to 
make  them  bigger. 


WOMEN 
WORKING 
WIDOWED 
SELF-MADE 


SUPERMOM 


3? 
10 
12 
0 


Sweden's  Antonia 
Johnson  just  makes  it 
onto  the  list  with  ; '  ail- 
She  is  the  only  new 


Richard  Li 

$2  billion 
Rank:  234 

A  year  ago  he  was  the  toast  of 
Asia's  media.  Now  Pacific  Cen- 
tury CyberWorks  is  crippled  by 
$1  billion  in  debt  from  the  $38 
billion  acquisition  of  Cable  & 
Wireless  HKT;  an  $866  million 
loss;  and  a  stock  price  down 
80%.  And  Li  admitted  he  never 
graduated  from  Stanford.  Good 
thing  his  dad  is  Hong  Kong's 
richest  man  (see  Li  Ka-Shing). 


Miuccia  Prada  and  family 

$1.4  billion 
Rank:  363 

Part  of  the  wave"  of  new  fashion  billionaires.  Youngest  grand 
daughter  of  Prada  founder  Mario  Prada,  she  and  husbanc 
Patrizio  Bertelli  took  over  the  family's  luxury  goods  manufacture 

They've  HH|H|R3HU|^^^^^ 
turned  it  a  ^|^^|1P^^^^^^^^^^  ^ 

trendy  powerhouse, 
acquiring  Jil  Sander, 
Helmut  Lang,  shoe- 
maker Church  & 
Co.  She  designs,  he 
runs  the  business. 
Family  owns  100% 
of  the  group,  which 
posted  revenues  of 
$1.4  billion  last  year. 
An  initial  public 
offering  of  25%  is 
eagerly  awaited  later 
this  year. 


female  billionaire  out- 

side the  U.S.  The  mother 
of  four  runs  the  retail 

iRankKame/Country 

Net  worth 
($bil)  Indusny 

Age 

iRankNMK/Courmy 

Netwotih 
($H)  indusny 

and  manufacturing  con- 
glomerate founded  by 
her  great-grandfather. 

387  Germain  Lamonde/Canada 

1.3 

technology 

42 

♦ 

421  Peter  M.  Nicholas/United  States 

12 

med-  devices 

60  - 

387  William  S.  Levlne/United  States 

1.3 

billboards 

69 

T 

421  Anthony  O'Reilly/Ireland 

1.2 

Heinz 

65  1 

387  Andronico  Luksic  &  family/Chile 

1.3 

mining 

74 

▲ 

421  Marc  David  Rich/United  States 

1.2 

commodities 

66  i 

387  E.  Pierce  Marshall/United  States 

1.3 

oH 

62 

▲ 

421  Brian  L.  Roberts/United  States 

1.2 

cable  TV 

42  ^ 

SIJPEREXEC 

387  Eliodoro  Matte  &  family/Chile 

1.3 

paper 

55 

T 

421  Winthrop  Paul  Rockefeller/United  States 

1.2 

oil 

53  - 

Abigail  (Abby)  Johnson, 

387  Wallace  McCain/Canada 

1.3 

food 

71 

421  Richard  Mellon  Scaife/United  States 

1.2 

inheritance 

68  - 

worth  and 

387  Francesco  Micheli/ltaly 

1.3 

telecom 

63 

★ 

421  Thaksin  Shinawatra/Thailand 

12 

diversified 

51  < 

ranked  30,  is  one  of  the 

387  James  Martin  Moran/United  States 

1.3 

auto  importer  82 

A 

421  Herbert  Siegel/Unrted  States  ^^^^ 

1.2 

media 

72  ' 

most  powerful  women 

387  Arturo  Moreno/United  Slates 

1.3 

billboards 

54 

▼ 

421  Renato  Soru/ltaly 

1.2 

telecom 

44  ' 

in  business.  Earlier  this 

387  Charles  MungerAlnited  States 

1.3 

Investments 

76 

▲ 

421  Jen  L  Stryker/United  States 

1.2 

Stryker 

NA  : 

year  the  49-year-old 

387  Richard  Pratt/Australia 

1.3 

packaging 

66 

T 

421  Lucia  Tan/Phllippines 

1.2 

tobacco 

66  ' 

mother  of  two  took  over 

387  Rong  Yiren  &  family/China 

1.3 

Investments 

B5 

421  Daniel  Morton  Ziff/United  States 

1.2 

publishing 

29  ' 

the  number-two  spot  at 

387  Johann  Rupert  &  family/South  Africa 

1.3 

luxury  goods 

51 

421  Dirk  Edward  Ziff /United  States 

1,2 

publishing 

37  ' 

the  holding  company 

387  Isaac  Saba  Raffoul&  family/Mexico 

1.3 

diversified 

77 

T 

421  Robert  David  Ziff  AJnited  States 

publishing 

33  ' 

that  owns  mutual  fund 

387  Haim  Saban/United  States 

1.3 

media 

56 

★ 

421  Jaime  Zabel  de  Ayala  &  family/Philippines 

real  estate 

42  ' 

387  Putera  Sampoerna/lndonesia 

1.3 

tobacco 

53 

421  Mortimer  Benjamifl  Zuckerman/United  States  1.2 

real  estate 

84 

387  Silvia  Scaglia/llaly 

1.3 

telecom 

42 

★ 

452  John  E.  Abele/United  States 

med.  devices 

63 

387  Vincent  C,  Smith/United  States 

1.3 

software 

37 

T 

452  Mary  Anselmo/United  States 

satellite 

72 

387  Donald  L.  Sturm/United  States 

1.3 

telecom 

69 

T 

452  Francesco  Gaetano  Cattagirone/ltaly 

diversified 

58 

387  Henry  Sy&  family/Philippines 

1.3 

real  estate 

76 

452  Viktor  Chernomyrdin/Russia 

Gazprom 

83 

387  Calisto  Tanzi/ltaly 

1.3 

Parmalat 

62 

★ 

452  William  Alfred  Cook/United  States 

catheters 

69 

387  Artbiir  L.  Williams  Jr./United  States 

1.3 

insurance 

59 

T 

452  Jean  Coiitu/Canada 

pharmacies 

74 

-  ^^Hl 

421  Edward  Perry  Bass/United  States 

1.2 

oil 

56 

▼ 

452  Robert  Henry  Dedman/Unlted  States 

country  clubs 

75 

421  David  Bromilow/Thailand 

1.2 

Adidas 

58 

★ 

452  Roy  Edward  Disney/United  States 

Disney 

71 

W 

421  Kunio  Busujima/Japan 

12 

gaming 

62 

T 

452  Thomas  John  Flattey /United  States 

real  estate 

68 

421  Archie  Aldis  (Red)  Emmerson/United  States  1.2 

timber 

72 

T 

452  Henry  Fok/China 

casinos 

78 

421  Frederick  Woodruff  Field/United  States 

1.2 

media 

48 

452  Victor  Fung/United  States 

apparel 

56 

421  Jobn  Fredriksen/Norway 

1.2 

shipping 

56 

★ 

452  William  Fung/China 

apparel 

53 

421  Marguerite  Harbert/United  Stales 

1.2 

construction 

78 

452  Christopher  Goldsbury/Unlted  States 

salsa 

58 

W 

421  Joseph  Dahr  Jamail  Jr./United  States 

1.2 

lawsuits 

75 

452  Stanley  Ho/China 

casinos 

79 

1 

421  Socrates  Kokkalls/Greece 

1.2 

telecom 

62 

T 

452  Sidney  Klmmel/Uniled  States 

apparel 

72 

giant  Fidelity  Invest- 

421 John  Hammond  Krebbiei  Jr./United  States 

1.2 

Molex 

84 

▼ 

452  Kagemasa  Kozuki/Japan 

software 

60 

ments.  She  oversees  all 

421  tes  Seng  Wee  &  family /Singapore 

1.2 

commodities 

76 

A 

452  Barry  (Pai-li)  Lam/Taiwan 

computers 

52 

fund  managers  and  an- 

421 Harold  Htzgerald  Lenf  est/United  States 

1.2 

media 

71 

▼ 

452  Harrison  McCain/Canada 

french  fries 

73 

alysts.  Expect  a  chief 

421  Ron  &  Fred  Mannix/Canada 

1,2 

investments 

▼ 

452  Bruce  R.  McCaw/United  States 

telecom 

54 

executive  title  for  her 

421  John  Willard  Marriott  Jr./Untted  States 

1.2 

Marriott 

89 

A 

452  John  ElroyMcCawJr/United  States 

telecom 

50 

one  day. 

421  Sydell  Miller/United  States 

1.2 

hair  care 

63 

452  Keith  W.  McCaw/United  States 

telecom 

47 
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^...the  best  thing  1 
about  Fli^htTime's  Freedom  Plan  | 
is  never  having  to  break  a  promise..^  | 


-  Jon  Kamen,  j]; 
Chairman,  CEO 
radical  media 


fx 


len  you  run  one  of  the  most  successful  commercial 
production  companies  in  the  business,  it  means 
traveling  to  offices  around  the  world,  80-hour 
work  weeks,  and  countless  meetings  that 
I  often  run  late. 

>o  how  can  you  be  there  for  that  birthday  party  you 
promised  you'd  make?  Or  that  ski  trip?  Or  that 
dinner  reservation  with  your  wife? 

For  Jon  Kamen,  the  answer  is  FlightTime's 
Freedom  Plan,  the  revolutionary  air  charter 
program  that  offers  all  the  benefits  of 
aircraft  ownership  without  all  the  costs. 


No  acquisition  fees,  empty  leg  charges,  or  multi-year 
contracts.  With  guaranteed  aircraft  availability  and 
over  5000  airports  to  choose  from,  the  Freedom 
Plan  gets  you  where  you  need  to  be,  when 
you  promised  to  be  there. 

And  with  FlightTime's  Freedom  Plan,  your  aircraft 
and  crew  are  audited  by  Wyvern,  the  "gold  standard" 
in  air  travel  safety. 

Never  miss  another  flight  or  another  special  moment 
with  your  family.  Become  a  FlightTime  Freedom  Plan 
member  today.  To  learn  more  call  1-888-CHARTER, 
or  visit  us  at  www.FlightTime.com 


^FlightTime 

Air  travel,  perfected. 


BLiLLJJUiAJil£S_ 


Iil£_Si3LLRXlE  

Media/entertainment 
funded  the  most  for- 
tunes at  62.  Finance 
was  close  behind  at  61. 
Other  ways  billionaires 
make  their  money: 

TECH/SOnrWARE  57 

RETAIL  42 

OIL/GAS  20 

LAW  1 

RFAI  FSTATF 
After  her  husband 
disappeared  during  a 
kidnapping  in  1990, 


Nina  Wang  took  control 
of  private  real  estate 
giant  Chinachem.  The 
company  owns  more 
than  200  properties. 
Real  estate  is  the 
source  of  31  other 
members'  wealth.  Some 
big  property  barons: 
Gerald  Cavendish 
Grosvenor,  who  is 
worth  $6.5  billion  and 
ranks  45;  Hong  Kong's 
Lee  Shau  Kee,  number 
52,  with  $5.9  billion. 


MEOIA 


Number  151  on  the  list, 
Mexico's  Emilio  Azcar- 
raga  Jean,  age  33, 
heads  Grupo  Televisa, 
the  world's  top  Span- 
ish-language media 
group.  German  Leo 
Kirch,  whose  vast  em- 
pire includes  TV  and 
film  holdings.  Is  the 
richest  media  man, 
worth  $12  billion. 


Azim  Premji 

$6.9  billion 
Rank:  42 

Workaholic  software  magnate. 
Wipro,  India's  largest  listed  IT 
company,  debuted  on  the  NYSE 
last  October.  He  remains  bullish 
despite  an  84%  stock  drop. 
Group  was  founded  by  his  father 
in  1945  to  make  cooking  oil. 
Graduated  Stanford  last  year, 
after  dropping  out  35  years  ago. 


Gil  Shwed 

$1.6  billion 
Rank:  312 

Israel's  version  of  Bill  Gates.  Pro- 
grammed Check  Point 's  Internet 
security  software  with  two 
friends  in  a  non-air-conditioned 
apartment.  Sales  almost  doubled 
last  year  to  $425  million — virus 
scares  helped.  Loves  spinning 
(biking  exercise)  so  much  he  in- 
stalled a  gym  in  the  offices. 


Michael  Bloomberg 

$4.5  billion 
Rank:  82 

Let  go  from  Salomon  Brothers  ii 
1981.  That  didn't  hurt  his  sizabl. 
ego,  or  his  pocketbook.  He  re 
bounded  to  build  Bloomberg  LI 
His  160,000  financial  data  termi 
nals  are  standard  at  Wall  Stree 
firms.  Now  he's  receiving  mor 
attention  for  his  run  for  mayor  c 
New  York  City. 


Rank  Mame/Country 

Net  worth 
(Sbil)  industry 

Age 

Net  worth 
(SW)  Industiy 

452  Robert  Drayton  McLane  Jr./United  States 

1.1 

Wal-Mart 

64 

A 

490  Pincus  Green/United  States 

1.0 

commodities 

65  - 

452  David  Howard  Murdock/Unlted  States 

1.1 

investments 

78 

▲ 

490  Dorrance  Hill  Hamilton/United  States 

1.0 

soup 

72  - 

452  Kenkichi  Nakajima/Japan 

1,1 

gaming 

80 

T 

490  William  Randolph  Hearst  Ill/United  States 

1.0 

inheritance 

51  - 

452  Ikuo  Ogihara/Japan 

1.1 

drugs 

47 

T 

490  Ernestina  Herrera  de  NoUe/Argentina 

1.0 

media 

NA  T 

452  Viscount  Rothermere/United  Kingdom 

1.1 

media 

33 

490  Antonia  Johnson/Sweden 

1.0 

diversified 

58  * 

452  Patricia  A.  Short/United  States 

1.1 

Stryker 

NA 

★ 

490  Vinod  Khosla/United  States 

1.0 

finance 

46  - 

452  Marco  Tronchetti  Provera/ltaly 

1.1 

Pirelli 

53 

★ 

490  Jerome  Spiegel  Kohlberg  Jr./Unlted  States 

1.0 

LBOs 

75  - 

452  Quek  Leng  Chan/Malaysia 

1.1 

diversified 

57 

T 

490  Alicia  Koplowitz/Spain 

1.0 

construction 

48  - 

452  J.  Joe  Ricketts/United  States 

1.1 

Amerltrade 

59 

▼ 

490  Esther  Koplowiti/Spain 

1.0 

construction 

50  ▲ 

452  Arthur  J.  Rock/United  States 

1.1 

finance 

75 

T 

490  Bruce  Kovner /United  States  '-^-^ 

1.0 

finance 

55  ii 

452  Edward  S.  Rogers/Canada 

1.1 

telecom 

68 

T 

490  Scott  Kriens/United  States 

1.0 

technology 

43  T 

452  Patrick  George  Ryan/United  States 

1.1 

Insurance 

64 

490  T.  Ananda  Krishnan/Malaysia 

1.0 

telecom 

63  « 

452  Walter  Scott  Jr./Unlted  Stales 

1.1 

telecom 

70 

T 

490  German  Larrea  Mota-Velasco/Mexico 

1.0 

mining 

47  ▼ 

452  Ronila  E.  Stryker/United  States 

1.1 

Stryker 

46 

★ 

490  Lee  Hon  Chiu  /China 

1.0 

real  estate 

73  ii 

452  Albert  Lee  Ueltschi/Unlted  States 

1.1 

investments 

84 

A 

490  Michael  Lee-Chin/Canada 

1.0 

mutual  funds 

50  * 

452  Charlotte  Colket  Weber/United  States 

1.1 

soup 

58 

A 

490  Frank  Levinson/United  States 

1.0 

fiber  optics 

48  ▼ 

452  Peter  Woo  &  family/China 

1.1 

real  estate 

55 

A 

490  George  Lien  Ying  Chow/Singapore 

1.0 

banking 

NA  * 

490  Sheldon  Adelson/United  States 

1.0 

casinos 

67 

490  Jacob  &  Judi  Richter/israel 

1.0 

med.  devices 

'A 

490  Belmiro  de  Aicvedo/Portugal 

1.0 

diversified 

63 

▼ 

490  Julian  H.  Robertson  Jr/United  States 

1.0 

finance 

69  - 

490  Thomas  Bailey /United  States 

1.0 

finance 

64 

A 

490  Benjamin  de  Rotliscbild/Switzerland 

1.0 

banking 

37  * 

490  Gerald  Cadogan/United  Kingdom 

1.0 

real  estate 

64 

★ 

490  OnsiSawiris&  family /Egypt 

1.0 

contracting 

71  ^ 

490  Malcolm  Green  Cliace  Ill/United  States 

1.0 

investments 

66 

A 

490  Donald  J.  Schneider /United  States 

1.0 

trucking 

85  - 

490  Chey  Tae-Won/South  Korea 

1.0 

diversified 

40 

A 

490  Jacques  Servier/France 

1.0 

drugs 

NA  « 

490  Barry  Diller.'United  States 

1.0 

QVC 

59 

A 

490  Charles  Simonyi/United  States 

1.0 

Microsoft 

53  - 

490  Mark  Dixon/United  States 

1.0 

services 

42 

* 

490  Toichi  Takenaka/Japan 

1.0 

construction 

58  ^ 

490  L.  John  Doerr/United  States 

1.0 

finance 

50 

490  John  Todd  &  family /New  Zealand 

1.0 

energy 

74  f 

490  Gabriel  Escarrer/Spain 

1.0 

hotels 

66 

T 

490  Shoji  Uehara/Japan 

1.0 

drugs 

73  1 

490  David  Filo/United  States 

1.0 

Yahoo 

35 

T 

490  Hope  Hill  Van  Beuren/United  States 

1.0 

soup 

67  i 

490  Amalia  Lacroze  de  Fortabat/Argentina 

1.0 

cement 

79 

T 

490  Alberta  Vilar/United  States 

1.0 

finance 

60  i 

490  James  C.  France/United  States 

1.0 

Nascar 

56 

A 

490  Horman  W.  Waitt/United  States 

1.0 

computers 

47  1 

490  William  C.  France  Jr./United  States 

1.0 

Nascar 

68 

A 

490  Wee  Cho  Yaw/Singapore 

1.0 

banking 

72  V 

490  Albert  Frere/Belglum 

1.0 

investments 

75 

490  Dean  White/United  States 

1.0 

billboards 

78  - 

490  Thomas  T  Gores/Unned  States 

1.0 

finance 

36 

★ 

490  Jerry  Yang/United  States 

1.0 

Yahoo 

32  ^ 

n  Forbes 


For  more  details  on  the  world's  richest  people,  including  bios  on  all  538  billionaires,  a  list  of  non-U. S.  family  fortuni 
a  map  of  billionaires  by  city  of  residence,  a  list  of  dropoffs  and  related  feature  stories,  see  www.forbes.com/billionair 
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BEAUTIFUL.  IN  A  NAILS  FUR 
BREAKFAST  KINB  UF  WAY. 


-  2002  AVALANCHE ':  Available  2001 :  - 
The  only  vehicle  that  changes  from  an  SUV  to  a  pickup. 
It  adapts.  But  it  never  conforms. 


4li  if*y 


-SILVERAOO" HO:  Available  now.- 
2001  Niatat  rreni/ Truck  of  the  Year. 


-  2002  TRAILBLAZER  :  Available  now.  - 
The  Toronto  Star  said  of  our  all-new  midsize  SUV^ 
"Whoa,  this  changes  everything." 


-  SSR:  Available  early  2003!  - 
Tirtfcilr  //£/»/ dubbed  it  "the  Grand  Poobah'"  of  Cool." 
:^^^j^.V        Sounds  about  right:   ~;-^^v  V  > 


Once  again,  wearing  a  bowtie  is  a  bold  statement,  chevy.com; 


CHEVY  TRUCKS 


LIKE  A  ROCK 


Grand  Poobali  TM.&  ©  2001  Hanna-Baibera.  'Limited  availability.  Please  see  your  Chevy  dealer  for  details.  tPiototype  vehicle  shown.' 

Chevy  IS  a  trademark  ol  the  GM  Corp.  ©  2001  GM  Corp.  Buckle  up.  Americai  •  ■  ■ 


The 


Power 


to 


Protect 


-  \ 


I    have   the    Power  to  Compete 


Our  nework  is  our  business,  so  I  can't  take  the  chance  that  our 
inibrmacion  isn't  proteaed  around  the  clock.  When  the  stakes 
are  this  high,  I  rely  on  the  security  management  leader  thousands 
of  companies  trust:  Internet  Security  Systems.  As  pioneers  in 
mtegrated  protection,  their  experts  help  me  determine  the  right  mix 
of  produas  and  managed  securit\"  services.  Now  I  focus  on  our 
strategic  business  goals,  confident  I  have  the  best  security  for  my 
networks,  serven  and  desktops.  There's  no  question  Internet 
Security-  Systems  gives  me  a  competirive  advantage  by  helping 
protea  against  financial  loss  and  legal  liability.  Their  power 
to  prorea  gives  us  the  p)ower  to  compete.  To  power  TOur  network 
with  security  management  from  Internet  Securit)'  Systems 
s'isit  ww^v.is5.net  or  call  l-800-7'^6-2362. 


I 


Request  your  free  copy  of  Securing  The  Internet 
Economy:  An  E\cc:uvve  Guide  to  Managing  Online 
Risk  at  www.i^  securitysolutionsl/ 


Internet 
Security 

SYSTEMS' 


1 


/[ARKFTTNG 


)ITED  BY  MELANIE  WELLS 


Hyping  Hancock 
Chairman  David 
D'Alessandro. 


tand-Up  Brand 


ohn  Hancock  makes  its  mark  with  straight 
ilk  in  its  ads  and  from  its  chairman. 


CHRISTOPHER  HELMAN 

rHE  REAL  JOHN  HANCOCK 
had  far  more  flair  than  his 
corporate  namesake  has  had 
during  most  of  its  139-year 
history.  As  president  of  the 
islature  of  Massachusetts,  old  John 
•elled  against  the  British  crown  and 
ixed  a  signature  to  the  Declaration  of 
lependence  ornate  and  large  enough 
t  King  George  III  couldn't  miss  it. 
It's  a  gesture  David  D'Alessandro, 
ned  chairman  of  John  Hancoclc  Fi- 
icial  Services  in  May,  can  appreciate. 
;  former  public  relations  executive  is 
rash  fellow  who  likes  loud  ties  and 
-bore  marketing.  Since  joining  the  in- 
er  in  1984  as  vice  president  of  corpo- 
?  communications,  he  has  injected 
:  'XLz  into  a  stuffy  institution,  the  na- 
I's  13th-largest  insurer,  with  $61  bil- 
1  1  in  assets.  This,  after  all,  is  the  guy 
'  3,  working  for  the  National  Bowling 


Council,  convinced  Richard  Nixon  to 
build  lanes  at  the  White  House  and  pose 
as  a  bowler. 

In  the  mid-1980s  Hancock  was  crank- 
ing out  the  same  feel-good,  forgettable 
advertising  as  its  rivals.  You'd  have  to  be  a 
Madison  Avenue  trivia  champ  to  re- 
member the  commercial  in  which  a  fa- 
ther praised  his  son  for  getting  into  col- 
lege. Another  spot  featured  a  scale  with 
brass  weights  and  patter  about  balancing 
financial  needs.  (The  insurer's  then-pres- 
ident collected  antique  scales.) 

D'Alessandro  was  determined  to 
leave  a  more  abiding  impression.  But 
how  to  stand  out  in  a  category  no  one 
really  wants  to  hear  about — and  with  a 
modest  ad  budget?  He  decided  to  create 
ads  that  delivered  straight  talk  about 
money,  responsibilities  and  death.  It  was 
a  radical  move  in  a  stodgy  industry. 

The  company's  first  TV  campaign 
under  D'Alessandro,  in  1986,  called 


"Real  Life,  Real  Answers,"  featured 
slice-of-Hfe  vignettes.  There  was  one  in 
which  a  man  harshly  upbraids  his  frivo- 
lous younger  brother  for  failing  to  plan 
for  the  future.  The  insurer  posted  a 
1 7%  surge  in  sales  during  the  first  year 
of  the  campaign,  while  rivals'  sales 
growth  remained  stagnant. 

Over  the  years  the  company's  ads 
have  become  more  emotional,  even  con- 
troversial. In  one  of  its  current  spots  a 
haggard-looking  single  mom  argues  with 
a  deadbeat  dad  who's  moving  out-of- 
state.  In  another,  a  lesbian  couple  are 
united  with  a  Vietnamese  baby  they're 
adopting.  The  commercials  have  helped 
the  company  get  noticed,  especially  by 
women,  a  group  insurers  have  long  ig- 
nored. The  tag  line:  "Insurance  for  the 
unexpected."  D'Alessandro,  50,  is  un- 
fazed  by  whining  policyholders  offended 
by  the  slice-of-life  ads.  "Realism  is  im- 
portant," he  says. 

There  are  few  complaints  from  Wall 
Street.  John  Hancock's  stock  has  doubled 
since  its  initial  offering  in  January  2000  to 
a  recent  $40  (16  times  traiUng  earnings 
versus  15.5  times  for  the  bigger  MetLife). 
Meanwhile  D'Alessandro  has  stretched 
the  company's  $25  million  budget  for  ad- 
vertising and  promotion — Prudential 
spends  six  times  that  amount — by  main- 
taining his  eye  for  a  good  p.r.  trick.  Few 
people  realized  that  John  Hancock  was  a 
sponsor  of  the  Olympics  before  the 
bribery  scandal  involving  the  Interna- 
tional Olympic  Committee  surfaced  in 
late  1998.  While  high-profile  sponsors 
like  McDonald's  and  Coca-Cola  kept 
quiet,  D'Alessandro  seized  the  spotlight. 
He  got  himself  quoted  in  newspapers 
demanding  the  resignation  of  IOC  Pres- 
ident Juan  Antonio  Samaranch. 

Borrowing  a  trick  from  Lee  lacocca 
and  John  F.  Welch,  whose  books  glori- 
fied their  skills  and  boosted  the  reputa- 
tions of  Chrysler  and  General  Electric, 
D'Alessandro  penned  Brand  Warfare: 
10  Rules  for  Building  the  Killer  Brand 
(McGraw-Hill).  It  hit  stores  two 
months  ago,  about  the  same  time 
D'Alessandro  was  named  chairman  of 
the  company.  Enough  to  make  the  real 
John  Hancock  proud.  F 
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You  might  have  thought  you'd  seen  the  last  of  Philippe  Kahn.  Not  a  chance 


BY  TOMAS  KELLNER 

PHILIPPE  KAHN  IS  BACK— 
slightly  humbled,  but  unrepen- 
tant. At  49,  he  has  largely  given 
up  his  old  antics — jumping 
into  pools  wearing  full  tuxedo, 
attending  parties  dressed  as  the  Greek 
god  Dionysus.  Gray  sweatpants,  black 
company  T  shirt  and  quiet  toil  are  his 


new  hallmarks.  Since  May  his  tiny  Santa 
Cruz,  Calif,  venture,  LightSurf,  has  been 
handling  film  roUs  dropped  off  at  Kodak 
Picture  Centers  in  7,700  outlets  of 
Kmart,  CVS/Pharmacy  and  Rite  Aid  and 
uploading  the  digitized  snapshots  di- 
rectly to  the  Internet.  The  service  is  free, 
and  customers  get  a  password  to  find 
their  pics  online.  Kahn  gets  an  undis- 


closed per-picture  rc 
alt)',  enough  (he  hop 
to  gross  $2  million  on  revenues  of  $ 
million  this  year. 

The  Kodak  deal  is  just  a  warm-up, 
says.  LightSurf  has  developed  soft\vare 
enable  a  cell  phone  attached  to  a  ti 
camera  to  send  pictures  via  the  wirel 
Web.  "Our  mission  is  to  put  one  of  th 
littie  things  in  every  shirt  pocket,  ev( 
belt  and  every  handbag,"  says  Kahn< 
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Again  the  captain 
of  his  ship:  Kahn. 

Talk  about  comebacks. 
Kahn,  a  French-born 
mathematician,  is  best  re- 
membered for  the  spec- 
tacular rise  and  fall  of  Bor- 
land International,  the 
software  firm  he  founded 
in  1983.  He  enjoyed  taunt- 
ing rivals  Microsoft  and 
Oracle;  installing  Larry  El- 
lison's software,  he  once 
said,  was  "like  a  heart 
transplant — you  don't 
know  whether  you  will 
survive."  By  1991  Borland 
had  $300  million  in  sales 
and  an  outsize  market  cap 
of  $3  billion.  That  same 
year  Kahn  snubbed  a  $4 
biUion  offer  from  IBM. 

He  shouldn't  have. 
Three  months  later  IBM's 
Lotus  unit  sued  Borland 
for  copyright  infringe- 
ment. While  Borland  pre- 
vailed in  a  U.S.  Supreme 
Court  decision  in  1996, 
the  suit  and  the  $20  mil- 
lion in  legal  fees  were  a 
fatal  distraction.  Kahn  had 
just  acquired  dBase-maker 
Ashton-Tate  for  $440  mil- 
lion and  had  broken 
ground  on  a  new  $100 
million  headquarters;  with 
litigation  pending,  financ- 
ing proved  impossible. 
Borland  had  to  tap  cash 
reserves  just  as  Microsoft 
was  rolling  out  its  spread- 
program,  Excel.  Kahn  watched  as 
e  of  his  best  programmers  exited.  A 
eran  Borland  hand  recalls  how  the 
/s  from  Redmond  sent  a  company 
o,  with  a  Microsoft  sign  in  the  win- 
V,  to  pick  up  departing  engineers, 
ft  got  worse.  By  1995  Kahn  had  lost 
job,  his  wife  (to  divorce),  his  $9  mil- 
I  I  home  (liquidated  in  the  settlement) 
!  1  his  net  worth  (Borland  stock  was 
vn  96%  since  the  IBM  offer,  to  $2  a 


share).  "When  the  Borland  board  fired 
me,  it  was  tough  emotionally  for  a  few 
weeks,"  says  Kahn.  Remarkably,  he  re- 
gards his  decade  there  without  regret, 
viewing  it  as  a  "practical  education  in 
management."  Spurning  IBM?  "Things 
worked  out  for  the  best,"  he  says.  Bor- 
land shareholders  who  stuck  it  out  for 
the  downhill  ride  would  surely  disagree; 
a  class  action  was  settled  for  $10  million. 

Kahn  was  unbowed.  With  his  second 
wife,  Sonia  Lee,  he  launched  Starfish  Soft- 
ware in  1995  and  acquired  riglits  to  Bor- 
land's personal-manager  software,  Side- 
kick, and  associated 
patents.  Result:  True- 
Synch,  which  lets  users  es- 
tablish a  wireless  con- 
nection of  their  date 
books  and  calendars  be- 
tween their  pagers  (and 
Pakns)  and  PCs.  Motorola 
invested  $15  million — 
then  bought  the  com- 
pany for  $253  million. 

Sinking  $10  million 
into  a  couple  of  Intel  and  Sun  Microsys- 
tems servers  running  Linux  and  Oracle 
database  software,  and  hiring  75  engi- 
neers, Kahn  and  Lee  set  to  work  on  their 
next  enterprise.  It  took  two  years  to  de- 
velop MediaExchange,  a  system  to  re- 
ceive, store,  format  and  dispatch  digital 
images.  A  cell  phone  with  an  attached 
camera  beams  a  high-resolution  color 
image  to  the  exchange,  which  locks  the 
snapshot  in  its  memory,  pings  the  recip- 
ient's device  and  fetches  the  parameters 
of  his  phone — screen  size,  resolution  and 
transmission  protocol — ^reformatting  the 
image  as  needed.  Photos  can  be  sent  back 
and  forth,  or  to  other  people,  within  20 
seconds  at  a  maximum  resolution  of  640 
X  480  pixels.  Kahn's  servers  store  some  8 
terabytes  of  Kodak  data,  the  equivalent 
of  100,000  Manhattan  phone  books. 

MediaExchange  also  has  applications 
for  virtual  film,  as  well  as  coated  paper. 
Kahn  has  been  putting  out  feelers  to 
telecoms  and  chipmakers,  showing  that 
his  software  works  with  any  phone  or 
visual  format  and  is  compatible  with 
today's  networks.  "People  thought  I  was 


KAHN  LOST  HIS 
JOB,  HIS  WIFE, 
HIS  $9  MILLION 
HOME  AND  HIS 


an  idiot  to  build  for  2G,"  says  Kahn. 
"We  thought,  if  it  works  well  today,  we 
will  do  much  better  when  the  next  gen- 
eration is  rolled  out." 

LightSurf  has  designed  a  template  for 
a  CDMA  phone  for  Motorola  with  a  stan- 
dard Qualcomm  chip  attached  to  a  clip- 
on  camera  the  size  of  a  cufflink  box.  Mo- 
torola will  pay  an  undisclosed  royalty  for 
each  device  it  sells.  Robin  Nijor,  Light- 
Surf  s  marketing  executive,  says  his  wife 
recently  tested  the  system  while  shopping 
for  backyard  furniture  30  miles  from 
Santa  Cruz.  "She  was  calling  on  her 
phone  and  snapping 
pictures  of  chairs  and  ta- 
bles," he  says.  "I  was 
checking  them  out  on 
our  Web  site." 

Other  deals  are  tak- 
ing shape.  In  May 
One20ne — Deutsche 
Telekom's  British  sub- 
sidiary with  8  million 
subscribers  —  used 
the  camera  combo  in  a 
multimedia  messaging  trial,  transmitting 
text  and  images.  LightSurf  is  also  work- 
ing with  Qualcomm  to  put  picture  soft- 
ware on  its  new  BREW  (Binary  Runtime 
Environment  for  Wireless)  chip,  which 
lets  you  download  a  variety  of  applica- 
tions to  a  cell  phone.  The  service  is 
scheduled  for  rollout  by  Verizon  this  fall. 
One  possible  plan:  Subscribers  will  pay 
20  cents  per  picture  or  $5  a  month  for 
up  to  50  photos;  LightSurf  would  get 
80%  of  the  take.  Eventually  the  system 
will  allow  users  to  send,  receive,  annotate 
and  print  electronic  postcards. 

How  can  Kahn  pull  this  off  with  no 
outside  investors,  no  directors  and  a 
board  of  three  (including  himself  and  his 
wife)?  As  chief  executive  he  bristles  at  tlie 
suggestion  that  LightSurf  is  a  one-man 
show.  "I'm  tlie  coach,  but  I  can't  be  play- 
ing all  the  positions,"  he  says.  Nijor  hints 
that  his  boss  may  have  embraced  a  new 
style  of  leadership.  "He's  not  in  people's 
faces  or  bothering  them,"  he  says.  "He's 
a  delegator.  Perhaps  it's  maturity."  Ma- 
turity. Not  a  quality  you  might  once  have 
ascribed  to  Borland's  founder.  F 
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ENTREPRENEURS 


QUEEN  FOR  A  DAY 

Jill  Conner  Browne  has  created  a  marketer's  dream— a  huge 
and  loyal  female  following.  So  how  come  she  ain't  rich? 


BY  VICTORIA  MURPHY 

DOWNTOWN  JACKSON,  MISS.  NEVER  HAD  SUCH  A 
rowdy  crowd  before — not  even  during  the  height  of 
the  civil  rights  era.  Thousands  of  middle-aged 
women  have  come  from  as  far  as  South 
Dakota  and  Hawaii,  not  to  mention 
Ireland  and  Denmark,  to  jam  a  four-block 
stretch.  Every  hotel  room  in  this  otherwise 
nondestination  is  booked  for  the  19th  annual 
Mai's  Saint  Paddy's  parade,  known  to  these 
enthusiasts  as  the  Million  Queen  March. 

No,  the  Deep  South  isn't  celebrating  al- 
ternative lifestyles  yet.  Still,  the  parade  regalia 
rivals  a  drag  queen's  Saturday  night  spe- 
cial: tiaras,  red-haired  wigs  and 
padded  body  parts  held  up  by 
handmade  wonders  of  sequins, 
taffeta    and     satin.  The 
women — among  them,  the 
Florida  Navel  Orange  Queens, 
the  Missouri  Ozark  Raspberry 
Queens  and  the  Menopause  Mafia 
strut  to  the  governor's  mansion,  where 
they  summon  their  leader  by  chanting 
the  Monotones'  "Who  Wrote  the  Book 
of  Love?"  The  answer,  of  course,  is  boss 
queen  Jill  Conner  Browne. 

New  media  destinations  like  IviUage 
and  Oxygen  have  spent  millions  of  dollars 
trying  to  create  communities  of  women. 
Thanks  to  two  bestseUing  titles  and  a  Web  site  run  by 
her  best  friend's  son,  Browne  has  bmlt  an  international 
sorority  in  just  a  couple  of  years.  The  Sweet  Potato 
Queens'  Book  of  Love  (Three  Rivers  Press,  $12)  has  sold 
350,000  copies  since  early  1999  and  is  in  its  18th 
reprint  The  sequel,  God  Save  the  Sweet  Potato  Queens 
($13):  150,000  copies  in  the  first  four  months  of 
2001.  Her  site  (www.sweetpotatoqueens.com)  is 
nothing  special — a  list  of  the  481  registered  chap- 
ters and  upcoming  events;  an  active  message 
board;  a  half-dozen  items  from  "the  queen's 
closet,"  from  $10  (baseball  cap)  and  $15 
(rhinestone-encrusted  reading  glasses)  to 
$30  (body  T  shirt  "so  you  can  gain  weight 
and  look  so  fine") — but  it  averages  15  orders 
a  day,  at  $100  each. 

What's  up  with  this  national  contagion? 


It's  a  brash  clarion  call  to  feminisi 
after  the  fact,  tied  up  with  an  ol 
noxious  pink  ribbon,  part  Del 
Burke,  part  Dr.  Ruth.  "You  ca 
step  outside  yourself  and  be  som 
one  who  doesn't  have  a  worthle 
ex-husband  or  a  kid  in  therapy  < 
breast  cancer,"  says  Browne,  48.  "We've  had  to  take  ourselves  s 
riously  to  be  taken  seriously.  I'm  telling  women  to  kick  the 
heels  up."  Her  books  detail  the  "men  who  may  need  killin; 
and  "the  five  men  you  must  have"  (one  to  fix  things,  one 
dance  with,  one  to  pay  for  things,  one  to  talk  to,  one  to  have  s 
with).  When  tragedy  strikes,  queens  don't  get  depresse 
They  resort  to  the  four  basic  food  types — sweet,  sal 
fried  and  au  gratin.  In  order  to  persuade  men  to  < 
things  on  their  behalf,  women  must  offer  T 
Promise — a  pledge  to  perform  a  certain  intimj 
physical  act — and  then  always  renege. 

"This  ain't  War  and  Peace"  says  Brovme. " 
just  fiinny."  The  SPQ  movement  was  launched  fro 
the  back  of  a  pickup  truck  in  1982.  "It  was  so  mu 
fun  riding  around  like  a  prom  queen,"  she  recaj 
And  it  occurred  to  her  that  lots  of  oth 
women — trapped  serving  husbands  and  ch 
dren  in  routines  that  made  them  feel  invi 
ble — might  appreciate  being  the  center  of 
tention,  even  if  that  required  some  self-paro- 
Browne  didn't  begin  to  capitalize  on 
insight  until  the  mid-1990s.  At  the  time  she  h 
just  divorced  "MoonPie"  (whose  qualities,  but  not 
name,  often  appear  in  Browne's  books)  and  was  si 
porting  her  8-year-old  daughter  by  working  as  a  fitn 
trainer  at  the  YMCA  from  5  a.m.  to  noon.  Her  clie 
became  her  queens  (the  original  ones — all  nicknarr 
Tammy — included  five  business  owners,  a  trial 
torney  and  an  artist)  and  the  subjects  of 
humor  columns  she  wrote  for  the  Mississi 
Business  Journal  and  the  Clarion-Ledgei 
Jackson.  A  Crown  Books  editor  (Cro 
owns  Three  Rivers)  approached  Brov 
after  she'd  been  a  guest  on  PubHc  Ra 
International's  "Whad'Ya  Know?"  W 
only  clips  from  regional  papers,  she  lane 
a  $25,000  advance  for  two  books.  "I  w£ 
Podiink  humor  writer,"  she  says.  "I  really  c 
n't  think  anyone  would  pay  me  more, 
Now  they  wrill.  Sweet  Potato  Quet 
Bigass  Cookbook  and  Financial  Plant 
due  out  early  next  year,  comes  wit 
$250,000  advance.  Browne  says 
knows  too  much  about  fried  fo 
and  nothing  about  finance. 
She  should  take  a  crash  cours' 
soon.  Browne  is  sitting  on  top  of  a  Ic 


"I'm  telling  women  to  kick  their  heels  up": 
Browne  says  every  woman  needs  five  men 
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^  TRUST 

Recognizing  worth. 


©2000  Wilmington  Trust  Corporation. 


5  Cornerstone 
A  Successful 
th  Management 
Strategy  Is 
\ll  Things,  You. 


London 
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Palm  Beach 
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Santa  Monica 
Las  Vegas 
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i2u  Madison  Avenut,  ^W, 7  5  1. 9500 
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3  7  7  3  Howard  Hughes  Parkway,  702.866.2200 
1100  North  Market  Street,  877.836.9206 


With  us,  the  service 
is  anything 
but  fractional. 


When  we  refer  to  fractional  ownership,  we're  talking  about  the  ability  to  purchase 
a  share  of  an  aircraft  and  receive  all  the  benefits  of  aircraft  ownership — fly  when 

and  where  you  want — at  a  fraction  of  the  cost  of  buying  an   „  . — ^ 

aircraft  outright.  When  we  talk  service,  it  means  exceeding 
our  customers'  needs.  This  commitment  has  consistently 
earned  us  the  highest  rankings  in  customer  service.  To 
learn  more,  call  888-824-6359. 


BUY  A  FRACTION. 
FLY  A  FLEET. 


raytheontravelai 

Raytneofi  Trav 


3  Raytheon  Aircraft  company.  O  2001  Raytheon  Company.  All  Rights  Reserved 


MaTtre  Charles  PEIFFERT 


The  holder  of  a  Diploma  from  the  Federation  for  European  Education  in 
Gemmology  and  Paris  National  Gemmology  Institute  certificates  for  the  first 
and  second  levels. 


Public  auction  sale 

Th,  28  June  2001  at  2.30  pm 
Dole  (39,  France)  Community  Hall 

The  sale,  on  description,  of  a  pendant  decorated 
with  a  rectangular,  bevel-cut,  black  diamond 
weighing  489.07  carats  (Colour:  Natural  Black), 
which  comes  with  a  certificate  from  the  GUBEUN 

Laboratory. 


Sale  administered  by 
Mr.  Charles  Peiffert, 

official  auctioneer 
03  84  72  25  27 

Expert  assessors: 

Jean-Norbert  Salit 

Expert  jewellery  assessor 
for  the  Customs  Mediation 
and  Expert  Assessment  Comm's 
01  40  15  99  44 


The  largest  known 
cut  black  diamond  in  the  world. 

www.diamant-noir.co.Ti 


Information  and  private  viewing  by  appointment. 
.PleasecallOB  84  72  59  20 
www.diamant-noir.com 


Legal  fees  in  addition, 

A  pre- registration  procedure  will  be  instituted  for  the  auction  sale 
(With  irrevocable  bank  letter  of  credit  lodged  before  26  June) 
A  French  bank  will  handle  the  payment  process  which  will  take 

the  form  of  an  immediate  bank  transfer  or  a  certified  bank  cheque. 


Buy  The 
Aeror  Chair 
Fop  Less! 


•  In  Stock.., Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  Miller 
Retailer 

•  Best  Price 
.Anwhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


ENTREPRENEURS 


And  every  one  of  them  is  named  Tammy:  T 
Million  Queen  March  storms  Jackson,  Mis 


organization  that  most  brand  manag 
would  kill  for:  a  growing  and  devoi 
following  of  educated  women  w 
money  to  spend.  Her  Web  site,  wh 
grossed  $41,000  on  sales  of  $80,000 
year,  could  be  vastly  expanded  to  incli 
more  items,  paid  events,  certainly  so 
advertising.  Her  cross- marketing  opp 
tunities  are  tantalizing.  Browne  enco 
ages  every  queen  to  wear  "Love  T 
Pink"  by  Revlon;  she  details  the  ingre 
ents  of  her  favorite  recipes  down  to 
brand — Velveeta,  Cool  Whip,  Core 
beer,  7UP — ^but  she  hasn't  made  a  di 
off  the  product  plugs. 

So  why  isn't  she  doing  more  to  ti 
this  fad  into  a  more  durable  phenc 
"I'm  not  a  businessperson,"  Brov 
protests.  "I  just  want  to  play  and  wait 
the  checks  to  come  in  the  mail." 

Well,  not  quite.  She's  doing  wee 
tours  and  guest-hosting  radio  show: 
plug  her  second  book,  as  well  as  mak 
occasional  speeches  at  $7,000  a  pop. 
wants  to  extend  the  queen's  closet  i 
stores  like  Wal-Mart  and  Target,  wh 
her  books  are  already  sold.  Browne 
also  signed  up  Wildflower  Group, 
Manhattan-based  merchandiser  wb 
founder  oversaw  the  Teletubbies  craz 
the  U.S.,  to  work  with  Crown  on  a  i 
Line  of  trinkets — talking  magnets,  m 
calendars  and  the  like. 

But  Browne  is  clearly  putting  less 
exploiting  a  good  idea  than  into  f 
moting  her  recipes  for  Armadillo 
and  Fat  Mama's  Knock  You  Naked  N 
garita  Mix.  The  big  time,  she  says, 
"happen  when  it  happens."  Not  witl] 
her,  it  won't. 


OUR  TECHI\iaLaGY  DOES 


THAIXi  AIMSWER  YODR 


CUSTOIVIERS'  QUESTiOry^ 


HXITRODUCIiVG  iVIII\ID5YIVC "  TECHI\IOLaGY 

Too  many  people  who  contact  your    pracess  learns  from  every  customer 

interaction  so  that  over  time  it  will 
anticipate  the  answers  to  any  question. 
Your  knowledge  improves,  your  service 
improves,  providing  an  extraordinary 
experience  for  your  customers  and 
a  competitive  advantage  for  you. 
Mind5ync  technology  does  more  chan 
answer  your  customers'  questions;  it 


service  department  leave  frustrated 
and  ready  to  Jump  to  the  competition. 
It  affects  both  your  market  share  and 
profitability.  That's  why  BerviceWare 
created  MindSync.  The  core  intelligence 
of  our  entire  eService  5uite'^'  MindSync 
reads  your  customers'  minds.  Over  the 
Web,  at  the  call  center  or  in  the  field. 


MindSync's   breakthrough   cognitive    reads  their  minds. 

contact  us  at  1.800.572.5748  or  visit  us  at  serviceware.com/mjndsync 


TECHNOLOGY 


Going  for  broke: 
Akamai  Chief 
George  Conrades 


THE  WEB 


ET.COM,  THE  WEB  SITE  OF  BLACK 
Entertainment  Television,  gets 
1.5  mUlion  visitors  a  month  and 
aims  to  be  twice  as  busy  by  the 
i  of  this  year.  But  ramping  up  to  sup- 
rt  3  million  monthly  visitors  could 
ry  a  hefty  price  tag:  about  $400,000 


DANIEL  LYONS 

five  new  Sun  Microsystems  servers; 
),000  a  year  to  rent  extra  floor  space 
i  data  center;  and  $200,000  a  year  for 
3  additional  tech-support  people, 
j  That's  if  BET.com  takes  the  conven- 
lal  route.  But  the  Web  site  has  found 
leaper  alternative:  a  new  service  fi'om 
amai  Technologies  that  will  cost 

I,  000  a  month  and  lets  BET.com  dou- 
its  traffic  without  buying  a  single 
V  computer  or  renting  any  more 
ce  in  a  data  center. 

Akamai,  in  Cambridge,  Mass.,  runs  a 
work  of  10,000  small  servers  strung 
'6  countries  around  the  globe.  More 

I I,  400  companies  use  that  network 
peed  the  performance  of  their  sites 
toring  "heavy"  objects  like  graphics 

photographs  on  Akamai  servers, 
rs  download  pages  up  to  ten  times 
er  because  the  bandwidth-hungry 
ures  don't  have  to  travel  all  the  way 
n  the  Web  site's  computer  to  the 
;'s  computer — they  just  zip  from  the 
mai  server,  which  takes  a  shorter 
:e  to  the  user. 

^ow  Akamai  has  figured  out  a  way 
ore  not  just  graphics  but  every  part 
Web  site  on  its  network,  including 
Jtandy  changing,  or  dynamic,  data 
I  as  weather  and  stock  quotes,  as  well 
ocks  of  news  stories.  The  new  Edge- 
;  service,  launched  in  December,  lets 


companies  serve  millions  of  new  users 
on  their  Web  sites  without  buying  new 
computers.  Akamai  claims  that  down- 
load speeds  for  dynamic  pages  are  up  to 
twice  as  fast.  Early  customers  include 
Apple  Computer,  Coca-Cola,  Novartis, 
Ticketmaster,  Victoria's  Secret  and  ad 
company  Saatchi  &  Saatchi. 

Some  EdgeSuite  customers 
will  do  more  than  just  forgo 
buying  new  computers;  they  will 
toss  out  computers  they  already 
have  and  run  their  entire  sites  on 
a  mere  handful  of  machines. 
That  spells  trouble  for  Web 
hosters  like  Exodus  Communi- 
cations and  Digex.  Hardware- 
makers  such  as  Compaq,  Dell 
and  Sun  could  feel  the  pinch,  too.  "I  ex- 
pect some  concern  on  the  part  of  other 
industry  participants,"  says  Akamai 
Chief  Executive  George  Conrades,  62,  a 
veteran  IBM  executive  and  recendy  im- 
poverished dot-com  king  (his  Akamai 
stake  is  worth  $35  mUlion,  down  from 
$1.7  billion). 

EdgeSuite  is  a  small  piece  of  Aka- 
mai's business  now,  but  Conrades  says  it 
will  eventually  become  Akamai's  flag- 
ship product.  Analysts  reckon  EdgeSuite 
will  generate  about  $10  million  of  Aka- 
mai's $180  million  in  revenue  this  year 
and  $30  million  next  year.  One  plus: 
Akamai  charges  customers  $40,000  a 
month  for  EdgeSuite,  on  average,  versus 
$8,000  a  month  for  its  simpler  FreeFlow 
service. 

With  Akamai  stock  down  from  $327 
just  18  months  ago  to  $7.60,  Conrades 
badly  needs  this  bet  to  pay  off  Last  quar- 
ter the  company  lost  150  dot-com  cus- 
tomers, more  than  10%  of  its  base,  with 
another  50  expected  to  drop  away  this 
quarter.  Thanks  to  a  huge  writedown 
from  an  overpriced  acquisition,  Akamai 
lost  $2.2  billion  last  quarter  on  revenues 
of  $40.2  million.  For  all  of  2000,  exclud- 
ing goodwill  amortization,  Akamai  lost 
$208  million  on  sales  of  $90  million. 

To  survive,  Conrades  is  cutting 
costs,  recendy  laying  off  about  200  em- 


ployees, 14%  of  Akamai's  work  force. 
He  has  $313  million  in  cash,  but 
burned  through  $74  million  in  the 
quarter  that  ended  in  March.  Thomas 
Watts,  an  analyst  at  Merrill  Lynch, 
thinks  that  Akamai  will  run  out  of  cash 
at  the  end  of  2002  and  will  need  to  raise 
another  $85  million.  Akamai  disputes 
that,  saying  the  company  will  begin 
generating  cash  in  2003  and  won't  need 
to  raise  more  money. 

Akamai's  engineers  were  busy  work- 
ing on  EdgeSuite  even  while  its  sales  reps 
were  wooing  the  first  customers  for 
FreeFlow  in  mid- 1999.  The  project  pre- 
sented some  thorny  challenges.  Han- 
dling static  information  is  pretty  easy. 
Once  those  files  are  on  the  Akamai  net- 
work they  don't  need  to  be  updated.  Re- 
freshing dynamic  information  is  trickier. 
When  a  user  requests  something  like  an 
inventory  record,  the  Akamai  server 
checks  back  with  the  origin  site  to  see  if 
its  stored  information  is  different.  If  the 
current  data  is  valid,  the  Akamai  server 
keeps  the  information  it  already  has.  If 
not,  the  Akamai  server  fetches  new  data 
from  the  origin  site. 

Akamai  claims  these  connections  are 
faster  than  if  users  had  to  connect  back 
to  the  origin  site  on  their  own,  because 
Akamai  has  created  a  speedy  link  be- 
tween its  network  and  its  customers' 
origin  sites,  essentially  a  ring  road 
around  the  bustling  Internet.  And  the 
update  queries  pull  only  the  tiny  bit  of 
data  they  need,  not  the  whole  page. 

Using  EdgeSuite  won't  let  outfits  like 
BET.com  eliminate  all  hits  to  their  sites. 
But  it  can  reduce  the  traffic  so  much 
that  BET.com  can  expand  without  buy- 
ing new  computers,  renting  more  data- 
center  space  or  hiring  additional  tech 
support  staff,  says  Navarrow  Wright, 
chief  technology  officer  at  BET  Interac- 
tive in  New  York. 

The  Motley  Fool  financial  news  and 
information  Web  site  will  toss  out  20  of 
its  25  Web  servers  and  give  up  75%  uf 
the  space  it  rents  in  Exodus  data  centers. 
Even  after  paying  monthly  fees  for  Edge- 


nce-hot  Akamai  has 
new  Internet  turbo- 
larger  that  saves  Web 
tes  millions  of  dollars, 
an  it  save  Akamai,  too? 
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Suite,  the  Fools  will  save  big  bucks.  "I'll 
end  up  spending  a  little  more  than  half 
what  I'm  spending  now,"  says  Dwight 
Gibbs,  chief  technology  ofificer  at  Motley 
Fool  in  Alexandria,  Va. 

Symantec,  in  Cupertino,  Calif.,  sells 
virus-protection  software.  It  gets  hit 
with  a  spike  in  demand  when  a  new 
virus  is  discovered  and  users  all  rush  to 
download  Symantec's  fix  at  the  same 
time.  Symantec  has  been  running 
enough  servers  to  handle  peak  demand, 
but  most  of  those  servers  sit  idle  on 
slower  days. 

With  EdgeSuite,  Symantec  will  cut 
its  server  population  in  half.  The  Aka- 
mai network  will  absorb  the  load  and 
distribute  the  requests  across  its  global 
network  servers.  "The  network  acts  like 
a  giant  shock  absorber,"  says  George 
Kurian,  vice  president  of  product  mar- 
keting at  Akamai. 

The  biggest  shock  may  be  to  Web 
hosters.  Exodus,  the  top  data-center 
landlord,  is  already  struggling.  Akamai's 
EdgeSuite  will  only  make  life  harder. 

Nevertheless,  in  a  move  that  is 
cheeky  even  by  Internet  standards,  Aka- 
mai wants  hosters  like  Exodus  to  make 
EdgeSuite  available  to  their  customers, 
collecting  a  slice  of  the  fees.  At  first 
blush,  it  makes  little  sense  for  a  hoster 
to  sell  a  service  that  reduces  the  amount 
of  data-center  space  its  customers  need. 
Ellen  Hancock,  chief  executive  at  Exo- 
dus and  another  IBM  longtimer,  has 
turned  down  the  pitch  from  her  former 
colleague. 

But  others  see  value  here.  IBM 
Global  Services  signed  up  to  resell 
EdgeSuite  in  its  data  centers  in  part  be- 
cause Akamai  agreed  to  buy  computers 
from  IBM.  EDS,  another  hoster,  is  re- 
selling EdgeSuite  because  it  believes  the 
move  will  let  it  cram  more  customers 
into  a  single  data  center  and  generate 
more  revenue  per  square  foot. 

"This  is  a  disruptive  technology.  If 
you're  not  willing  to  embrace  that, 
you're  living  in  the  past,"  says  Dennis 
Law,  a  vice  president  at  EDS. 

Conrades  has  no  margin  for  error.  If 
EdgeSuite  doesn't  catch  on,  his  firm  will 
become  yet  another  footnote  in  the  his- 
tory of  dot-com  madness.  F 
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Hank  Nothhaft  and  Ray  Bell 
make  network  engineering  as 
easy  as  the  old  point-and-click. 
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Network  Painkiller 

The  Internet  may  be  the  network  of  the  future,  but  it's  a 
headache  to  operate.  SmartPipes  is  extra-strength  aspirir 


BY  ERIKA  BROWN 

TOUTED  AS  THE  WAVE  OF  THE 
future  a  few  years  ago,  vir- 
tual private  networks  were 
supposed  to  replace  the 
dedicated  high-speed  links 
that  companies  use  to  connect  their 
far-flung  operations.  VPNs,  essentially 
temporary  data  tunnels  through  the 
Internet,  were  touted  as  flexible,  cheap 
and  easy  to  set  up.  In  1998  analysts 
were  predicting  a  $4  billion  market  by 
the  end  of  2000. 

The  hoopla  dissolved  quickly  into 
disappointment.  Running  a  VPN  re- 
quires hiring  engineers  to  encrypt 
data,  manage  firewalls  and  establish 
access  codes.  If  a  company  wants  to 
connect  50  offices,  its  engineers  have 
to  hand-code  1,225  Internet  addresses 
at  half  an  hour  each. 

As  a  result,  more  than  80%  of  cor- 
porate data  still  runs  across  dedicated 
private  networks,  such  as  AT&T  frame 
relays  or  leased  fiber-optic  lines.  Sales 


of  virtual  private  networks  last  ye 
were  just  $900  million,  small  chan 
next  to  the  $20  billion  compani 
spent  on  frame  relays  and  leased  line 

A  shrewd  piece  of  new  softwa 
may  breathe  some  life  back  into  ti 
idea.  A  young  firm  called  SmartPipi 
in  Redwood  City,  Calif.,  aims  to  he 
companies  run  their  VPNs  with  less 
fort  and  cost.  SmartPipes'  softwa 
converts  the  arduous  task  of  ban 
coding  network  routers  and  mana 
ing  thousands  of  connections  intc 
Web-based  program  that  is  as  simp 
as  shopping  on  Amazon.com.  "In  t 
same  way  that  Netscape  put  a  grap 
face  on  the  Internet,  SmartPipes  c 
put  a  graphic  face  on  the  networl 
says  founder  Raymond  Bell. 

Bell  came  across  the  problems  wi 
VPNs  while  working  on  director 
based  networking  at  Cisco  in  1999. 1 
client,  William  Emerick,  was  develc 
ing  remote  access  services  at  Uunet 
big  Internet  service  provider  now  p 


^    Ever  wonder  why  some  people  always  seem  to  have  the  edge  on  their  competition? 

luck,  hard  work,  or  perhaps  their  hardware?  At  Fujitsu  PC  Corporation,  we  know  what 
I  answer  is!  We  make  the  innovative,  high  quality 
ness  notebooks  you  need  to  win.  In  the  game  of  mobile 
ness,  features  make  all  the  difference.  Our  full-function 


When  you  travel  for  business, 
do  you  ever  ask  yourself, 
am  I  winning  or  losing? 


Book™  B  Series  notebook  weighs  less  than  3  pounds.  Yet  it  includes  such  features  as  a 
"  touch-screen  display,  built-in  modem  and  Ethernet  LAN,  and  pre-boot  security  options  all 
)ped  up  in  an  elegant  magnesium  alloy  casing.  With  our  LifeBook  B  Series  notebook,  you'll 
the  answers  you  need.  You'll  win! 

LifeBook  B  Series  is  powered  by  a  low-voltage  Intel  "  Celeron' '  processor  SOOMHz. 
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of  WorldCom.  They  were  looking  for  a 
way  to  use  directory-based  networking 
to  manage  remote  access  when  they  re- 
alized it  could  be  used  to  solve  an  even 
bigger  problem:  running  VPNs. 

The  two  felt  the  market  was  big 
enough  to  warrant  its  own  business,  and 
they  quit  to  launch  SmartPipes  in  No- 
vember 1999.  They  raised  $65  million 
from  Internet  heavies  like  John  Doerr, 
James  Clark  and  Thomas  Jermoluk,  and 
built  an  80,000-square-foot  office  in 
Columbus,  Ohio  large  enough  to  house 
3,500  servers  and  300  engineers.  They 
hired  as  chief  executive  Henry  Nothhaft, 
formerly  president  of  VPN  provider 
Concentric  Network,  now  part  of  XO 
Communications. 

Eighteen  months  and  7  million  lines 
of  code  later  SmartPipes  started  selling 
its  software  in  June  as  a  service  through 
WorldCom  and  hopes  to  sign  at  least  one 
more  telecom  carrier,  such  as  XO  or  AT&T, 
by  the  end  of  the  year.  Nothhaft  also 
plans  to  sell  the  software  through  VPN 
management  outfits  such  as  EDS  and 
Fiberlink. 

The  pitch  these  carriers  will  make  to 
corporate  accounts  is  an  easy  one.  Smart- 
Pipes'  software  organizes  an  entire  com- 
pany's Internet  addresses  and  employee 
access  rights  into  easily  organized,  tree- 
like directories.  A  company  can  add  new 
offices,  users  and  applications  with  a  few 
clicks  of  a  mouse.  The  software  could,  for 
instance,  save  an  engineer  the  agony  of 
typing  in  60  lines  of  commands  to  in- 
crease the  level  of  encryption.  Or  a  re- 
cently promoted  marketing  manager 
could  easily  be  granted  higher-level  ac- 
cess to  the  central  customer  database. 

Some  companies,  such  as  Sun  Mi- 
crosystems and  Novell,  have  used  direc- 
tories in  their  networking  operating 
systems  for  years,  but  SmartPipes  is  the 
first  to  use  directory  technology  on  a 
gargantuan  scale.  It  is  hardy  enough  to 
set  up  and  run  all  the  customer  net- 
works managed  by  a  telecom  network 
operator  like  WorldCom.  It  can  create 
and  manage  hundreds  of  millions  of 
networking  policies  both  internally  at 
the  application  level  and  externally  be- 
tween offices.  Currently,  all  changes  are 
handled  manually  by  a  carrier's  net- 


working engineers. 

It's  an  ambitious  technology,  but  so 
far,  says  SmartPipes,  the  customers 
doing  tryouts  of  the  system  are  happy 
with  the  results.  Information  technol- 
ogy services  firm  Native  American  Sys- 
tems has-been  running  SmartPipes  for 
five  months.  It  recendy  expanded  from 
one  office  in  Englewood,  Colo.,  to  six 
offices,  including  Phoenix  and  Albu- 
querque. To  do  this,  it  needed  a  corpo- 
rate network  with  greater  reach  than  its 
current  private  frame-relay  network. 
Price  was  a  big  issue  for  Scott  Singer, 
the  firm's  chief  technology  officer. 

With  SmartPipes,  Singer  has  raised 
the  level  of  security  for  his  traveling 


>■  By.  the  Numbers 


Sales  of  virtual  private  networks  have 
lagged  behind  frame-relay  networks  for 
years.  It  is  time  they  caught  up. 

forecasted  annual  growth  rate 
of  VPN  services  revenue. 

I 

forecasted  annual  growth  rate  of  ' 
new  frame-relay  customers. 


forecasted  size  of  VPN 
.^market  by  2004. 


m 

brldCom  sales  reps  hawking 
SmartPipes-powered  VPN  services. 

Source:  IOC;  WorldCom. 


senior  network  manager  at  $120,00i 
per  year.  With  SmartPipes,  his  annuc 
fee  would  be  just  $13,200,  and  Singer' 
low-level  techie  could  run  the  networl- 

Control  is  even  more  importan 
than  price.  With  SmartPipes,  companie 
avoid  the  risk  of  security  breaches  th« 
comes  with  letting  Joe  Smith  fi-om  th 
Internet  service  provider  come  in  an 
program  all  his  company  routers, 
buyer  of  a  SmartPipes-powered  VPN  se 
up  all  the  network  addresses  and  rule 
up  ft"ont,  and  they're  stored  on  Smar 
Pipes'  servers  in  Ohio  and  neve 
touched  by  an  outsider.  Only  the  cu 
tomer  has  access  to  the  security  codt 
and  Internet  addresses.  "I  don't  kno 
that  we  trust  our  providers.  We  can  on 

trust  them  so  much  They  can  do 

number  of  attacks  to  our  network,"  sa' 
Theran  Lee,  a  director  of  network  arch 
tecture  at  a  multinational  financial  firr 

SmartPipes  also  promises  to  help  tl 
service  providers.  With  the  customer 
the  controls,  SmartPipes  estimates  it  a 
improve  a  typical  carrier's  customer-t« 
engineer  ratio  from  5-to-l  to  100-to- 
WorldCom  expects  20%  of  its  new  VP! 
related  revenue  to  come  from  its  ne 
service  based  on  SmartPipes. 

SmartPipes  faces  some  early  chc 
lenges.  It  needs  to  persuade  more  ne 
work  operators  that  they  should  be  r 
selling  SmartPipes'  service.  Not  all  a 


NETSCAPE  PUT  A  GRAPHIC  FACE  ON  THE 
INTERNET  WE  PUT  ONE  ON  THE  NEIWQBIL: 


employees  by  enabling  them  to  replace 
the  e-mails  of  sensitive  customer  data 
with  encrypted  VPN  files.  Singer  plans 
to  run  voice  traffic  over  the  Internet 
and  connect  other  IT  firms  to  his  ac- 
counting and  purchasing  system^s. 

To  Singer,  SmartPipes  is  a  deal.  For 
a  fully  managed  VPN  service  from 
Qwest,  he  would  have  to  pay  an  annual 
fee  of  $15,600  for  a  T-l  line  and  hire  a 
mid-level  network  engineer  at  $70,000 
a  year  and  a  low-level  technician  at 
$40,000  to  manage  the  network.  To  run 
his  own  \TN,  he  would  still  have  to  pay 
$10,800  to  get  connected  to  the  Inter- 
net, but  would  also  need  to  hire  a  third. 


convinced  of  its  value.  SmartPip 
works  only  with  Cisco  routers,  leavi 
companies  running  VPNs  on  Lucent 
Nortel  boxes  in  the  lurch.  Genuity,  I 
instance,  already  manages  6,000  Cis 
routers  and  has  to  deal  with  oth 
equipment  such  as  Nortel  VPN  gai 
ways  and  Check  Point  firewalls.  "T 
one  point  SmartPipes  addresses  is  t 
one  we  figured  out  on  our  own,"  s 
John  Summers,  director  of  prodi 
strategy  at  Genuity. 

SmartPipes  notes  Cisco  routers  mi 
up  70%  of  the  market  As  for  the  rest,  I 
says  his  software  will  be  able  to  run  oi 
Nortel  equipment  by  early  next  year. 
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We  found 
the  box 

we're  supposed 
to  think 
outside  of. 


From  the  beginning, 
we  refused  to  think  like  a  traditional   energy  company. 
And  wouldn't  you  know,  it's  working.  We're  generating  plenty 
of  power  for  our  customers  and  breaking  records  for  efficiency, 
Our  nuclear  fleet  is  the  largest  in  the  country. 
And  all  our  investors  are  smiling  broadly.  More  to  come. 
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The  coveted  five  nines.  In  the  past, 
only  a  precious  few  were  allowed  to  see  them. 

99.999%  uptime.  For  a  server  operating  system,  it's  a  measure  of  reliability  that  translates  into 
over  five  minutes  of  server  downtime  per  year.*  For  your  business,  that  means  servers  are  up  a 
running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  usually  start  under 
lab  conditions.  But  where  are  these  five  nines  when  your  business  needs  them?  If  you're  using 
Microsoft'  Windows'  2000  Server-based  solutions,  they  may  be  closer  than  you  think.  Today 
Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Commercial  Mortgage,  are  us 

I  .|^lllfiiidows20oo 

i  !  I        Server  Family 


'This  level  of  availability  is  dependent  on  many  factors  outside  of  the  operating  system,  including  otfier  hardware  and  software  technologies,  missiorvcritical  operational  processes  and  professional  services.  ©  2001  Microsoft  Corporation.  All  hghts  resen.ed. 
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ows  2000  Server-based  systems  designed  to  deliver  99.999%  server  uptime.  Of  course,  not  all 
lations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The  Windov^s  2000  Server  family 
elp  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry  leaders  such  as  Compaq,  Dell, 
tt-Packard,  IBM,  Unisys,  Stratus  and  Motorola  Computer  Group  can  work  with  you  to  deliver 
Dns  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions  you  can  count  on,  visit 
soft.com/windows2000/servers  Software 
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BY  JULIE  PITTA 

IT'S  10:30  A.M.  AT  EVANT  So- 
lutions, a  50-person  soft- 
ware firm  in  San  Francisco. 
At  an  hour  when  most  pro- 
grammers would  be  fast 
asleep  after  a  long  night  of 
coding,  Evant's  research  lab  is 
bustling  with  the  clatter  of 
tapping  keyboards  in  the  tiny 
room. 

Later  the  team  of  ten  will 
break  en  masse  for  lunch 
after  working  on  an  e-com- 
merce  program  for  cus- 
tomers Hewlett-Packard  and 
Disney.  Most  coders  will  be 
home  by  early  evening.  Lest 
you  think  Evant's  program- 
mers are  slackers,  their  boss, 
Robert  Mee,  a  35-year-old  who  pro- 
jects a  Zen-like  calm,  confidently  pre- 
dicts the  software  will  be  finished 
within  six  months — three  months 
sooner  than  originally  promised. 
About  a  third  is  already  complete. 

Credit  "Extreme  Programming," 
often  called  XP,  a  name  that  brings  to 
mind  bungee-jumping  code  jockeys 
but  is,  rather,  an  attempt  to  instill  order 
in  the  often  chaotic  process  of  writing 
software.  Firms  such  as  Daimler- 
Chrysler,  Ford,  IBM,  Symantec  and 
GlaxoSmithKline  are  trying  it. 

As  software  becomes  more  complex 
(Microsoft  Windows  2000  operating 
system  had  more  than  30  million  lines 
of  code),  the  risk  that  it  will  be  deliv- 
ered late,  over  budget  and  hopelessly 
flawed  increases  correspondingly.  A  re- 
cent study  by  market  research  firm  the 
Standish  Group  found  that  only  16%  of 
all  software  projects  are  on  time  and  on 
budget.  Further,  31%  are  canceled. 

XP  is  an  attempt  to  reverse  that 
trend  by  bringing  rigor  to  code  writing 
and  by  encouraging  programmers  to 
communicate  more.  It  works  best  when 
teams  of,  say,  a  dozen  programmers  are 
devising  a  tailor-made  software  package 
for  a  company.  Its  practices  fly  in  the 
face  of  programmer  lore:  Instead  of  let- 
ting lone  programmers  "own"  parts  of 
a  program,  XP  encourages  pairs  of  pro- 


At  Evaiit,  more 
pairs  of  eyes 
are  better 
than  one, 


Get  Smart 

Software  that  is  cheaper, 
cleaner  and  on  time. 
Sound  extreme?  It  is. 


grammers  to  work  on  small,  well-de- 
fined tasks  and  then  move  on  to  refine 
code  written  by  other  teams.  Ideally, 
customers  are  also  on  the  team,  helping 
programmers  spell  out  tasks  in  plain 
English,  such  as  the  script  for  an  online 
call  center. 

That's  a  big  change  from  conven- 
tional practices.  Typically,  chunks  of 
code  written  by  individual  program- 
mers are  glued  together  and  then 
handed  off  to  testers,  who  look  for 
bugs.  But  finding  all  the  bugs  in  a  large 
program  is  brain-curdling  work. 

Worse,  even  great  code  can  acciden- 
tally become  irrelevant:  Once  an  inde- 
pendent team  clinches  a  deal  to  develop 
code,  the  programmers  have  little  con- 
tact with  the  final  customers.  "Often 
customers  don't  know  what  they  really 
want,"  says  Laurie  Williams,  a  com- 
puter science  professor  at  North  Car- 
olina State  University  in  Raleigh. 

Kent  Beck,  now  an  independent  soft- 
ware consultant  and  the  leading  evange- 
list for  XP,  knows  just  how  painful  coding 


the  old-fashioned  way  can  be 
In  1996  he  rescued  a  doomed! 
project  to  develop  a  payroll 
program  at  Chrysler  Corp. 
Beck  saved  the  program  by  de- 
vising a  set  of  succinct  direc- 
tions unburdened  by  the  nifty 
but  often  unessential  features 
programmers  love. 

Those  rules  became  the 
basis  for  Beck's  book.  Ex- 
treme Programming  Ex- 
plained. Since  its  release  ir 
October  1999  his  ideas  have 
gained  momentum.  The  firs 
users  conference  for  XP  wa: 
held  last  year  in  Sardinia 
Italy  with  150  attendees.  Thi 
next  one  will  be  held  ii 
Raleigh,  N.C.  this  month. 
Programmers  at  GlaxoSmithKlin' 
are  using  XP  to  create  a  Web  site  relatei 
to  a  specific  protein  implicated  ii 
Alzheimer's  disease.  Coders  at  Syman 
tec  are  counting  on  XP  to  produce  a: 
enterprise  security  application.  Th 
company  expects  quality  will  improv 
by  a  factor  of  two. 

The  founders  of  Evant  have  take 
the  principles  of  XP  to  heart.  All  sofi 
ware  development  projects  are  done  i 
the  XP  style.  Even  the  office  architec 
ture  is  designed  to  enhance  collaborj 
tion.  Programmers  work  in  an  ope 
room,  two  to  a  workstation.  Workst; 
tions  sit  about  a  foot  apart,  allowir 
teams  to  move  easily  from  place  I 
place.  The  idea  is  to  put  more  pairs  < 
eyes  on  a  particular  piece  of  cod 
"When  you  get  stuck,  you  have  som 
one  else  you  can  bounce  ideas  off  ol 
says  Joseph  Moore.  "Without  it, 
might  spend  hours  staring  at  tl 
screen." 

■  It  is  true  that  some  great  strides 
programming  were  made  by  loi 
wolves — John  von  Neumann  conce 
tualizing  the  stored  program  comput 
Timothy  Berners-Lee  inventing  t 
Web.  XP  is  simply  an  acknowledgme 
of  the  fact  that  such  genius  is  rare  aj 
that  the  great  masses  of  programmel 
would  do  better  with  a  little  mqj 
teamwork. 
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Ci(J>  VALUE  ACROSS  YOUR  EXTENDED  ENTERPRIS 


organization's  next  value  opportunity  exists 
nd  the  perimeter  of  your  enterprise.  But  your 
and  supply  chain  systems  aren't  built  to 
id  that  far.  Yantra's  solutions  are.  We 
ir  value  by  efficiently  managing  orders,  j/t^ 
tory,  and  supply  across  multiple  busi-  """"^ 
units,  regions,  divisions,  enterprises,  ^ 
iers,  and  marketplaces. 


Our  solutions  extend  existing  ERP  and  supply  chain 
systems,  delivering  benefits  within  60  to  90  days. 
Leaders  like  Alfogis,  Eastman  Chemical,  Reality, 
and  Vertical  Net  have  selected  Yantra  to 

► improve  their  operational  efficiency,  speed, 
and  profitability.  Want  to  unlock  greater 
value  across  your  extended  enterprise 
in  a  hurry?  Call  Yantra  now.  , 
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Software  Horizon  By  Joseph  R.  Garber 


A  League  of  Their  Own 

MORE  THAN  90%  OF  THE  KIDS  IN  VENTURE 
capital-funded  sandboxes  are  boys.  Denise 
Brosseau  is  out  to  change  that.  She's  the  chief 
executive  of  the  Forum  for  Women  Entrepre- 
neurs, a  not-for-profit  that  has  attracted  spon- 
sorship ft-om  the  likes  of  Microsoft,  IBM,  Sevin-Rosen,  Gold- 
man Sachs,  Stanford  University  and,  improbable  as  it  might 
seem,  Oracle's  Larry  Ellison,  a  gent  whose  name  is  not  gen- 
erally associated  with  women's  causes. 

Brosseau,  a  41-year-old  veteran  of  Motorola  and  Broder- 
bund,  started  the  Forum  as  an  e-mail  service  for  aspiring  fe- 
male entrepreneurs,  distributing  advice  on  such  startup 
chores  as  finding  a  reliable  lawyer,  recruiting  a  good  pubHc 
relations  firm  and  divvying  up  options  for  new  employees. 
In  1998  she  received  a  $40,000  check  from  a  venture  capital- 
ist (who  wishes  to  remain  anonymous)  and  turned  her 
hobby  into  a  full-time  job. 

Supported  by  contributions  from  outfits  that  believe  the 
world  never  has  enough  entrepreneurs,  and  by  dues  ($175 
to  $300  a  year)  from  its  1,300-plus  members,  Brosseau's  op- 
eration has  expanded  fi-om  Silicon  Valley  to  Seattle,  Denver, 
Los  Angeles  and  Dallas.  In  three  brief  years  she  has  helped 
shepherd  100  women  through  the  fundraising  minefield. 
The  result:  $1  billion  in  capital  for  those  entrepreneurs' 
computer,  communications  and  biotech  deals. 

The  Forum's  programs  train  aspiring  business  creators 
in  tlie  basics  of  getting  an  enterprise  rolling — and,  most  im- 
portant, on  how  to  round  up  the  cash  to  fund  their  dreams. 
Venture  capitalists,  lawyers,  public  relations  specialists,  head- 
hunters,  consultants  and  others  pitch  in,  teaching  classes  in 
everything  ft-om  how  to  write  killer  business  plans  to  tricks 
for  recruiting  that  all-important  first  management  team. 

Every  woman's  proposed  enterprise  gets  screened. 
Twenty- four  of  the  best — as  selected  by  a  panel  of  investors 
and  technology  experts,  most  of  them  women — are  invited 
to  shop  their  deals  to  the  investment  community  at  an  an- 
nual show-and-tell  called  Springboard.  The  last  West  Coast 
Springboard,  held  in  February,  defied  the  collapse  in  the  tech 
sector  to  pack  the  house  at  Oracle's  mammoth  conference 
center  in  Redwood  City,  Calif 

The  aspiring  entrepreneurs  got  plenty  of  coaching. 
Christina  Lomasney,  27,  chief  executive  of  IsoChip  Net- 
works, is  a  solid-state  physicist  developing  software  to  auto- 
mate esoteric  aspects  of  semiconductor  design.  You'd  expect 
her  presentation  to  be  a  baffling  barrage  of  geek-speak.  In- 
stead, she  gave  a  talk  that  was  so  persuasive  and  businesslike 

that  I  almost  reached  for  my  wallet.  1 1^  PVirhP^  ^  ''^^'^^"'"8        ^^''^^  °"  °^  directors: 

1 ^^i^^i^^  I  three  technology  companies.  Find  past  columns  at  www.forbes.cam/gan 


GIAC  Consulting.  How  muc 
time,  I  asked,  had  she  spen 
preparing  her  talk?  The  aq 
swer:  countless  days  in  wri 
ing  and  editing,  plus  foii 
dress  rehearsals  in  front  c 
video  cameras.  "In  my  fir| 
draft  all  I  talked  about  was  tl) 
technology,"  says  Lomasne 
"Eilish  made  me  chanj 
everything.  God  bless  her." 

Relatively  inexperience 
folks  like  Lomasney  aren't  t] 
only  ones  who  profit  fro 
Forum  membership.  Kathr 
Huber,  46,  spent  her  career 
retailing,  most  recently 
Gymboree's  real  estate  ma 
ager.  Knowing  all  too  w 
that  "the  cost  of  a  bad  pre 
erty  decision  is  simply  hd 
rendous,"    the  Sausali 
Calif.-based  Huber  was 
spired  by  credit-scoring-sc 
ware  powerhouse  Fair  Is^ 
to  concoct  algorithms 
weighing  the  desirability  of  new  sites  for  business  ope 
tions.  Her  customers  include  not  only  large  retailers  but  a 
Sun  Microsystems,  which  used  her  software  to  pick  a  fact) 
site.  What  have  Huber  and  her  company.  Location -Net,  ^ 
ten  from  the  Forum?  "It's  a  tremendous  network,  an  incr 
ible  support  system,  an  exchange  for  ideas  and  knowle 
from  women  who  are  fundraising  and  running  compar 
They  are  not  only  great  role  models  and  mentors,  but  a ) 
source  of  wisdom." 

Suzanne  Brown,  36,  is  building  a  wireless  ha 
ware/software  gizmo  for  real-time  inventory  control, 
company,  Atlantes  Service,  will  be  the  fifth  startuj 
which  she  has  been- involved  (the  others  included  We 
and  RadioMail).  I  would  have  figured  by  now  she'd  1 
learned  all  that  she  needed.  "No  way,"  Brown  shoots  b 
"Joining  the  Forum  has  given  me  information  and  ad 
I  couldn't  live  without.  Plus  you  get  incredible  cont 
and  mentoring." 

Members  of  the  old  boys'  club  are  going  to  get  a  rui 
their  money. 


The  Forum  has 

shepherded 

100  women 

entrepreneurs 

through  the  raising 

of  $1  billion 

in  venture  capital. 


Lomasney's  mentor  was  Eilish  McCaffrey  of 
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Productivity  is  portable  with  the  Sprint  PCS  Wireless  Web'  for  Business. 

The  Sprint  PCS  Wireless  Web  for  Business  now  gives  your  employees  two  ways  to  nnake  a  fast,  secure  connection  to  your  company's  network 
when  they're  out  of  the  office,  with  no  Internet  access  fees.  With  the  new  Sprint  PCS  Wireless  Web'"  Modem  and  a  laptop  or  pocket  PC,  they 
can  send  and  receive  corporate  e-mail  or  log  on  to  the  Internet  at  enhanced  speeds  comparable  to  wireline  connections.  And  the  Sprint  PCS 
Wireless  Web  Browser  lets  them  use  their  Sprint  PCS  Phones™  to  submit  reports,  place  orders,  even  access  the  same  business  applications 
found  at  the  office  -  all  in  real  time.  Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide  network  serving  more 
than  300  major  metropolitan  areas  and  all  major  airports.  To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


mm 


The  new  Sprint  PCS 
Wireless  Web  Modem 


The  Sprint  PCS 
Wireless  Web  Browser 


The  Sprint  PCS 
Wireless  Web  family 


ji[(tt« 


r  sprint 


The  Sprint  PCS  Clear  Wireless  Workplace.*  Because  business  can't  wait.' 


Sprint  PCS 


iCtlons  require  the  purchase  of  a  Sprint  PCS  Wireless  Web™  Connection  Kit.  (See  l<it  for  computing  devices  supported.)  The  Sprint  PCS  Wireless  Web""  Browser  and 
re  not  available  for  use  while  roaming  off  the  Sprint  PCS  Network,  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be  immediately  available  in  select 
i,tD«i(||iarkets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  Subject  to  credit  approval.  Copyright  ©2001  Sprint 
L.P.  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L.R 


MONEY&INVESTING 

Mad  Tax  Part 

The  $1.35  trillion  tax  cut  is  law.  Here's  how  to  plan  in  Wonderland  without  losing  your  head 


It 


BY  JANET  NOVACK 

TiME  TO  SETTLE  BACK  AND 
enjoy  that  huge  tax  cut 
George  Bush  just  handed 
you?  No.  There  is  a  distinct 
probability  that  the  law  will 
save  you  less  money  than  you  will 
spend  on  accountants  trying  to  under- 
stand it.  The  legislation  changed  441 
sections  of  the  tax  code  and  created  24 
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new  tax  rates,  according  to  tax  pub- 
hsher  CCH.  The  benefits  for  high-in- 
come taxpayers  are  for  the  most  part 
loaded  onto  the  back  end  of  the  law's 
ten-year  span,  and  at  the  end  of  that 
period  the  whole  thing  vanishes  in  a 
puff  of  smoke. 

And  yet  you  cannot  ignore  the  thing. 
Make  the  wrong  moves  or  fail  to  plan 
and  you  might  pay  tens  of  thousands  of 


dollars  too  much  in  income  taxes 

We  have  identified  three  topic 
tax  planning  to  which  you  should 
particular  attention  now.  They  hav 
do  with  the  alternative  minimum 
(aMT),  a  punitive  system  that  rem 
in  place;  pensions,  which  have  been 
eralized,  especially  for  the  self- 
ployed;  and  college  savings  pi 
which  just  got  more  compelling. 


%oot 


13 1 


i!-cat 


AMT  The  standard  advice,  when  rates 
re  falling,  is  to  defer  income  and  accel- 
;rate  deductions — say,  by  paying  state 
r  local  taxes  due  next  year  before  Dec. 
1  of  this  year.  But,  for  people  who  are 
ther  now  paying  the  alternative  mini- 
jium  tax  or  are  close  to  the  line,  that 
Ivice  could  backfire.  Many  accelerated 
jductions  (other  than  for  deprecia- 
Dn)  are  lost  forever  if  they  push  you 
to  the  AMT,  warns  accountant  David 
fson  of  Hays  &  Co.  in  New  York. 
The  AMT  is  a  shadow  tax  system  os- 
isibly  designed  to  make  sure  that  fat 
ts  with  tax  breaks  like  oil-well  deple- 
m  pay  at  least  some  tax.  But  it  also 
sallows  personal  exemptions,  such 
fmized  deductions  as  unreimbursed 
iployee  business  expenses  and  de- 


estimator"  at  www.quicken.com/taxes. 
(Click  "detailed  calculations"  to  see  the 
AMT.)  If  you're  at  risk,  calculate  your 
AMT  exposure  before  making  your  last 

2001  state  tax  payment  or  prepaying 

2002  real  estate  taxes. 

For  2002  try  to  reduce  your  gross 
income  instead  of  claiming  deductions 
and  credits.  Divert  salary  (a  maximum 
of  $5,000  is  allowed)  into  a  dependent 
care  account  instead  of  claiming  a  child 
care  credit.  If  your  company  doesn't 
offer  these  pretax  accounts,  lobby;  the 
boss  may  have  AMT  problems,  too.  If 
you  have  big  unreimbursed  business 
expenses,  consider  asking  for  a  gener- 
ous expense  account  in  lieu  of  a  raise. 
And  contribute  every  pretax  penny  you 
can  toa401(k). 


Defined  contribution  plans,  which 
are  simpler  because  they  spell  out  only 
the  money  going  in,  are  getting  more 
generous,  too.  The  limit  on  pretax  con- 
tributions to  these,  including  Keoghs 
for  the  self-employed,  rises  from 
$35,000  to  $40,000  per  person  next 
year.  And  a  grab  bag  of  technical 
changes  makes  it  far  easier  for  small- 
business  and  self-employed  types  to 
qualify  to  defer  the  fiiU  $40,000  than  it 
was  to  qualify  for  the  old  $35,000. 

For  example,  if  you're  self-em- 
ployed and  earning  $250,000,  you  can 
put  $40,000  into  a  single  profit-sharing 
Keogh  in  2002,  up  from  $25,500  this 
year.  In  the  past,  to  contribute  the  legal 
maximum  you  also  needed  a  less-flexi  - 
ble "money-purchase"  Keogh,  which 


THE  STANDARD  TAX  ADVICE  COULD  RACKFIRE  IF  YOU  PAY  THE  AMT. 


ctions  for  state  and  local  taxes, 
lat's  right:  Getting  hosed  by  the  tax 
lector  in  Albany  or  Sacramento 
kes  you  a  fat  cat;  so  does  having  too 
jiy  children.)  And  unlike  the  regular 
;  system,  the  AMT  regime  doesn't 

I ex  the  exemption  or  the  brackets  for 
ation. 
So  a  growing  army  of  angry  taxpay- 
must  calculate  their  taxes  twice,  first 
regular  way,  then  the  AMT  way,  and 
the  higher.  The  new  law  worsens  the 
fcblem  by  cutting  regular,  but  not 
■r,  rates.  It  also  loses  taxpayers  the  de- 
Adent  care  credit  and  the  Hope  and 
Rtime  Learning  college  credits  to  the 
Hr  in  2002  and  beyond.  Those  credits 
He  previously  protected,  and  it's  un- 
Ur  if  Congress  will  fix  this. 
Hrhe  pols  did  temporarily,  through 
|4,  raise  the  AMT  exemption,  which 
(eJises  out  anyway  as  income  rises.  But 
opilnumber  of  AMT  payers  is  still  pro- 
jiilftd  to  double  next  year  to  2.7  million 
^lilhit  13  million  in  2005. 
TiuimMT  sufferers,  particularly  if  they 
ifiK  incentive  stock  options,  usually 
])(Mi.  professional  tax  help.  But  if  your 
selw  fat-cat  breaks  are  high  local  taxes 
[I  kids,  you  can  get  an  idea  if  you're 
j,j  wnger  by  playing  with  the  "tax  relief 


Also,  be  wary  of  investments  that 
generate  passive  losses — they're  often 
not  allowed  in  AMT.  Instead  of  tapping 
your  home  equity  for  college  costs,  have 
your  kid  take  more  student  loans.  The 
equity  interest  isn't  deductible  under 
the  AMT  and  the  new  law  liberalizes  de- 
ductions for  student  loan  interest. 
•PEKSIONS  If  you're  self-employed  or 
have  a  small  business  or  professional 
partnership,  bigger  benefits  for  you  kick 
in  on  Jan.  1.  You  may  want  to  revamp  a 
plan  or  start  a  new  one  before  then. 

A  tax-favored  defined  benefit  plan 
can  pay  a  retiring  62-year-old  a  pension 
equivalent  to  a  lump  sum  of  $1.8  mil- 
lion in  2002,  up  from  $1.3  million  this 
year.  (This  kind  of  plan  spells  out  a 
monthly  dollar  benefit  for  retirees.) 
That  translates  into  bigger  deductions 
now,  particularly  for  a  business  funding 
pensions  for  middle-aged  owners. 
Robert  Eastwood  of  Actuarial  Consul- 
tants in  Torrance,  Calif,  calculates  that 
in  2002  a  partnership  setting  up  a  new 
defined  benefit  plan  could  put  $121,960 
(up  from  $80,037  in  2001)  aside  for 
each  of  two  52-year-old  lawyers  earning 
$300,000.  In  this  example,  it  also  puts 
$4,800  away  for  a  30-year-old,  $50,000- 
a-year  secretary,  the  same  as  in  2001. 


requires  contributions  every  year.  (But 
be  careful  how  you  end  a  money  pur- 
chase plan;  a  mistake  can  have  disas- 
trous tax  consequences.) 
•  COLLEGE  SAVINGS  The  new  law 
makes  the  state-sponsored  Section  529 
college  plans  even  more  attractive. 
Money  going  into  these  plans  (up  to 
$250,000  per  child  in  some  plans)  isn't 
federally  deductible.  But  earnings,  if 
used  for  higher  education,  are  federally 
tax  free  as  of  2002.  Previously  they  were 
taxable  income  to  the  student. 

AH  the  states  offer  or  are  developing 
a  plan.  And  30  plans,  run  by  the  likes  of 
TIAA-CREF  and  Fidelity,  are  now  open  to 
residents  of  any  state.  They're  all  de- 
scribed at  www.savingforcollege.com. 
Choosing  among  the  plans  is  daunting 
(FORBES,  Oct.  30,  2000).  But  now  you 
can  more  easily  change  your  mind;  the 
new  law  allows  you  to  move  a  child's  ac- 
count to  another  state  every  12  months. 

Nineteen  states  offer  residents  a 
2001  state  income  tax  deduction  for 
contributions  to  their  plans.  Deposits 
count  as  gifts  to  the  child  for  federal  gift 
tax  purposes.  But  remember,  you  can 
give  anyone  $10,000  in  gifts  annually 
without  worrying  about  gift  taxes.  Act 
before  Jan.  1.  F 
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Boffo  Time 
For  Buyouts 

If  you're  a  manager,  why  not 
take  over  your  own  company? 
An  expert  tells  how. 


BY  DYAN  MACHAN 

TO  CARL  J.  (RICK)  RICKERTSEN, 
these  are  golden  times  for 
managers  who  want  to  bor- 
row money  and  take  a  public 
company  private.  Rickertsen, 
41,  ought  to  know:  He  has  led  50  man- 
agement buyouts  in  his  career.  His  buy- 
out firm,  Thayer  Capital  in  Washington 
D.C.,  raises  the  capital  and  takes  con- 
trolling stakes  in  companies. 

The  number  two  person  at  Thayer 
under  founder  Frederic  Malek,  Rick 
Rickertsen  says  plenty  of  buyout 
money  is  available  for  the  right  man- 
agers—$100  billion  fi-om  500 
buyout  firms.  "It's  manage- 
ment talent,  not  capital,  that 
is  the  limiting  fact  in  today's 
market,"  says  Rickertsen, 
who  has  just  written  a  how- 


to  book  called  Buyout  (Amacom). 

If  you're  a  buyout-minded  man- 
ager, there's  further  good  news:  Deals 
are  more  affordable  with  so  m^ny  stock 
valuations  in  the  cellar.  You  have  little 
choice  other  than  to  make  equity-heavy 
deals  these  days,  he  notes,  because 
banks  are  stingy  about  lending.  But 
that's  okay:  You  won't  be  burdened  by  a 
highly  leveraged  balance  sheet. 

The  real  payday  for 
buyout  firms  and  their 
management  partners 
comes,  of  course,  after 
they've  made  the  com- 
pany a  roaring  success 
and  take  it  public  again. 
Rickertsen  says  Thayer 
has  averaged  29%  an- 
nual returns  for  the  last 
seven  years. 

How  do  you,  as  a 
manager,  look  the  part 
of  someone  a  firm  like 
Thayer  would  want  to 
invest  in?  Rickertsen  has 
an  aversion  to  managers 
who  wear  pinkie  rings. 
In  the  late  1980s  he  in- 
vested in  a  company 
whose  pinkie-ring-wear- 
ing chief  had  a  taste  for 
dating  female  employ- 
ees, for  deluxe  offices — and  for  cooking 
the  books.  Rickertsen  ignored  his  gut 
feel  early  on  that  something  was  amiss. 
The  business  ended  up  in  bankruptcy. 

Here  are  steps  managers  should  take 
to  make  the  buyout  a  reality: 

Get  the  board  on  board.  Sounds  pretty 
elementary,  right?  But  it's  amazing  how 
often  managers  overlook  this  step. 
"Thousands  of  hours  and  tens  of  mil- 
lions of  dollars  have  been  squandered 
working  diligently  on  transactions 
where  there  really  isn't  a  willing  seller," 
Rickertsen  says. 

And  the  more  committed  the  board 


BUYOUT  FIRMS  ARE  AWASH  IN 
CAPITAL,  BUT  YOU  HAVE  TO  KNOW 
HOW  TO  GET  THEM  ON  YOUR  SIDE. 


L 


invi 


is  to  a  sale,  the  stronger  hand  the  man 
agers  have  in  bargaining  for  more  ec; 
uity  with  the  buyout  firm.  Usuall 
Rickertsen  says,  a  management 
awarded  12%-15%  of  the  company  |a(i 
stock.  If  managers  secure  a  solid  lett« 
of  commitment  from  the  board  to  se 
to  them,  they  can  work  with  their  ec 
uity  partners  to  snare  a  25%  stake.  | 

Don't  oversell.  "Credibility  is  ever; 
thing.  Never  say  'We  have  little  or  r 
competition.'"  To  Rickertsen  th 
means  the  would-be  owner  hasn't  doi 
his  homework. 

Another  tip:  "Leave  the  hockey  sti 
home,"  he  says,  referring  to  the  practi 
of  prospective  owners  coming  to  s 
him  with  projections  for  a  sudden  bui 
of  revenue  growth.  "They  think  it  wl  bmi 
make  investors  excited.  In  fact,  it'spinet 
turnoff.  It's  too  rare  to  be  able  to  pi 
diet  that  level  of  performance." 

Vet  several  buyout  firms.  RickertS' 
dishes  out  advice  that  won't  thrill  llibk 
competitors:  He  suggests  managers 
the  hunt  meet  with  three  to  five  firil 
to  get  the  right  deal  fit.  "I  teU  manag< 
to  play  buyout  firms  against  each  oth 
I'm  happy  to  compete." 

Make  things  social  and  schmoc 
them  up,  he  says.  "Drink  wine  and  p 
golf  with  the  investment  profession 
to  explore  their  characters."  And  p 
form  your  own  due  diligence,  no  mat 
how  gilded  their  reputation:  "Cal 
manager  they  fired.  If  they  don't  wj 
to  give  you  references  openly,  you  pre 
ably  don't  want  to  be  partners  w 
them." 

Get  incentive  equity.  Another  tr2 
secret:  Ask  for  home-run  warrants, 
options,  which  reward  you  witt 
larger  equity  stake  if  you  do  well. 
Rickertsen,  "Buyout  firms  geners 
target  a  rate  of  return  of  30%  to  3 
Management  teams  should  say  tl 
would  like  5%  more  equity  if  they  g 
erate  a  40%  return.  Buyout  firms  a 
say  no." 

Don't  be  afraid  to  pull  i 
Finally:  "Never  be  blindec 
love  for  the  deal,"  Rickert 
says,  recalling  the  pinkie-E 
fiasco. 
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Learning  From  an  Icon 

Jenjamin  Graham  was  no  fan  of  technology  stocks,  but  if  he 
lad  to  own  them,  he  might  have  picked  ones  like  these. 


Y  CHRISTOPHER  HELMAN 

CRAIG  CALLAHAN  IS  ONTO 
something.  Although  his  Icon 
Information  Technology  Fund 
has  lost  8%  this  year,  he  has 
nothing  to  be  ashamed  of.  In 
le  decimated  universe  of  tech  funds  the 
/erage  portfolio  is  down  29%  in  2001. 
nd  last  year  when  tech  began  its  tum- 
e,  his  fund  had  a  14%  gain.  Over  the  36 
onths  through  May  it  has  averaged  a 
>"o  annual  return — ^better,  according  to 
orningstar,  than  aU  but  one  tech  fund 
diietics'  Internet  Fund). 

How  has  former  finance  professor 
illahan  managed  to  post  these  num- 
•rs?  By  avoiding  shares  from  initial 
iblic  offerings  and  by  investing  only  in 
Kks  with  a  history  of  real  earnings. 

mvesting  system  springs  from  ideas 
at  Benjamin  Graham,  the  godfather 
value  investing,  first  propounded  in 
1930s. 

Callahan,  50,  taught  Grahamism  at 
e  University  of  Denver  before  de- 
ling in  1985  that  it  would  be  more 
T  to  practice  than  teach.  Starting  as 
M  ivate  financial  adviser,  Callahan 
ened  his  Denver-based  funds  in 
97 — there  are  now  14  of  them — 
I  th  no  sales  loads.  Icon's  tech  fund 
-  S  the  lead  manager,  as  he  is  for  all 
m  funds)  has  an  expense  fee  of 


I'ops  in  Tech 


lese  holdings  in  the  Icon  tech  fund  have  all 
;en  shredded  by  the  market,  but  are  slowly 
covering.  Most  sport  below-market  P/Es. 


illahan's  picks 

52-week 
high 

Recent 
price 

P/E 

lerican  Management 

$41.00 

$23.46 

29 

plied  Materials 

98.50 

49.91 

21 

mputer  Associates 

58.25 

32.50 

NM 

mpuware 

14.38 

11.65 

37 

crocliip  Technology 

50.08 

26.25 

24 

53.69 

47.02 

15 

P^'Not  meaningful.  Sources:  FT  Interactive  Data  and  Market  Guide 
'  FactSet  Research  Systems. 

1.37%  a  year,  compared  with  1.75% 
for  the  average  tech  fund. 

Callahan's  computer  starts  with  a 
company's  average  earnings  over  the  last 
decade  and  earnings  growth  projected  by 
IBES  for  five  years.  It  calculates  an  intrin- 
sic value  by  discounting  a  stream  of  fu- 
ture earnings  back  to  the  present,  using  a 
discount  rate  that  is  a  function  of  both 
Aaa  bond  yields  and  the  creditworthiness 
of  the  target  company.  Any  company 
trading  at  a  significant  discount,  say  20%, 
to  this  postulated  intrinsic  value  gets 
Callahan's  full  attention. 

"We  look  for  high  cash,  low  debt, 
and  screen  for  management  quality  and 
efficiency,"  Callahan  says,  adding 

  that  he  considers  direct  meetings 

with  companies'  executive  spin- 
meisters  a  waste  of  time.  As  prices 
climb,  Callahan  sells  off  positions. 
One  result  of  searching  for  the 
most  undervalued  stocks:  The 
fund  owns  an  outsize  share  of  ac- 
quisition targets.  Last  year  two  es- 
tablished holdings,  Dallas  Semi- 
conductor and  Xircom,  were 
bought  out  at  nice  premiums. 

This  system  allowed  him  to 
emerge  relatively  unscathed  from 
the  tech  wreck.  In  2000's  first 


quarter,  at  the  height  of  the  Internet 
craze,  Callahan's  formulas  assigned  in- 
trinsic values  as  little  as  half  the  market 
price  to  such  popular  stocks  as  Qual- 
comm  and  Motorola.  So  he  sold  the 
fund's  positions — Qual- 
comm  at  an  average  of 
$154  a  share  and  Motorola 
at  $51.  Recent  prices:  $50 
and  $14,  respectively. 

The  fund  held  a  big 
chunk  of  cash  for  a  while 
before  going  out  to  the 
fringes  of  the  sector  and 
buying  tech  service  pro- 
viders. Among  the  picks  the 
fund  still  holds  are  Concord 
EFS,  which  processes  elec- 
tronic transactions,  and 
NCR,  which  makes  bank 
teller  machines,  cash  regis- 
ters and  computer  systems 
for  data  warehouses  (see 
story,  p.  70). 

In  the  new  year  everything  changed. 
"It  was  a  big  theme  shift  in  January 
when  the  Fed  lowered  rates  before  their 
scheduled  meeting  and  then  lowered 
them  again,"  Callahan  says.  He  waded 
back  into  the  decimated  semiconductor, 
hardware  and  systems-software  indus- 
tries he  had  abandoned  a  year  earlier. 

Right  now  the  fund's  biggest  hold- 
ings are  in  semiconductors,  which 
Callahan  expects  will  soon  recover.  Ap- 
plied Materials  builds  machines  and 
systems  for  chipmakers  like  Intel.  Mi- 
crochip Technology  makes  highly  spe- 
cialized chips  for  electronic  devices.  An- 
other new  choice,  Computer  Associates, 
vendor  of  software  to  corporate  net- 
works, is  revamping  its  strategy  to  bet- 
ter compete  with  Oracle  and  recover  its 
lost  profitability.  At  the  worst  of  the 
tech  debacle,  around  the  turn  of  the 
year,  these  companies  had  shed  half 
their  market  value;  the  shares  have  risen 
somewhat  since. 

The  Icon  Information  Technology 
Fund  pays  a  price  for  being  a  little  more 
conservative  than  other  tech  funds.  In 
1999  it  lagged  its  peer  group  by  25  per- 
centage points,  with  a  mere  111%  re- 
turn. It's  a  price  worth  paying.  F 
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STREETWALKER 


Mad  for  Ads 


Interpublic's  billings  .($bil) 


Sources:  Advertising  Age;  Interpublic. 


$60 


Interpublic  Group's  stock  price 


LATELY  MADISON  AVENUE  HAS 
been  a  boulevard  of  broken 
dreams.  When  the  economy 
slows,  so  do  ad  budgets.  But  once 
things  recover,  who  in  ad- 
vertising land  is  best  positioned 
to  triumph?  Ad  agency  holding 
company  Interpublic  Group,  says 
Rose  Papp,  research  director  at  L. 
Roy  Papp  &  Associates  funds. 

Right  now  performance 
doesn't  look  too  great.  Inter- 
public (NYSE:  IPG),  which  owns 
such  agencies  as  McCann 
Erickson  and  Lowe-Lintas,  has 
warned  that  second-quarter 
earnings  will  be  off  as  much  as 
33%  from  the  year-earlier 
period's  46  cents  per  share. 

But  Papp  notes  that  Interpub- 
lic has  expanded  its  services  be- 
yond creating  ad  campaigns  to 
areas  that  don't  tend  to  be  cut  so  radically — event  management  and  public  re- 
lations. And  with  a  blue-chip  client  Hst  that  includes  the  likes  of  Coca-Cola, 
Johnson  &  Johnson  and  Microsoft,  Interpublic  has  shown  a  strong  ability  to  in- 
crease ad  bQlings  (see  chart). 

At  a  recent  $30  the  company  trades  at  20  times  trailing  earnings,  compared 
with  larger  rival  Omnicom's  33  multiple.  Once  Interpublic  completes  its  pend- 
ing acquisition  of  True  North,  however,  it  will  be  the  world's  largest  ad  com- 
pany, with  even  more  market  heft.  — Daniel  Kruger 


50  /In 

40  Ai-J 

30 

6/11/99     12/31/99  12/29/00  6/12/01 

Source:  lr)teractive  Data  Corp.  via  FactSet  Research  Systems. 


No  GE  Here 

WHEN  JAMES  MCNERNEY  LOST  OUT  IN 
the  sweepstakes  to  succeed  Jack  Welch 
as  General  Electric's  chief,  he  quickly  got 
snapped  up  to  head  3M.  The  market  is 
ecstatic,  pumping  up  3M  (NYSE:  MMM) 
stock  20%  since  the  December  an- 
nouncement of  McNerney's  selection. 

And  the  new  guy  is  full  of  plans  to 
reinvigorate  this  old-time  conglomer- 
ate: cutting  the  work  force  by  7%,  en- 
acting GE's  revered  Six  Sigma  manage- 
ment system  and  planning  for 
high-growth  acquisitions.  In  May  Mc- 
Nerney  said  he  expects  13%  long-term 
annual  earnings  growth. 

Unrealistic,  says  Patrick  Adams, 


manager  of  the  Choice  Funds  Group. 
Sales  growth  has  been  in  the  mid-sin- 
gle-digit levels  for  a  long  time  at  this 
maker  of  such  prosaic  products  as 
Scotch  Tape  and  Post-it  Notes.  Soon  the 
market  will  see  that  3M,  trading  at  27 
times  trailing  earnings,  is  overvalued, 
he  says.  Short  the  stock  at  its  current 
$120.  Cover  at  $90. 

— Christopher  Helman 

Clear  Signal 

JEFFREY  SMULYAN,  WHO  FOUNDED 
Emmis  Communications  in  1981,  buys 
poorly  performing  stations  and  turns 
them  around.  Now  Emmis  (Nasdaq: 
EMMS)  needs  an  overhaul  itself. 


A  four-year  acquisition  binge- 
adding  13  radio  stations,  15  televisio 
outlets  and  3  magazines — has  expande 
the  debt-to-capital  ratio  to  an  oneroi 
63%  and  ballooned  the  company's  ir 
terest  costs.  That  has  curbed  earning 
growth  so  the  stock  at  $30  carries  a 
uglyP/E  of  164. 

But  Michael  Fasciano,  manager  < 
Neuberger  Berman's  Fasciano  Fum 
believes  Smulyan  is  about  to  revam 
his  creation.  The  plan:  Sell  or  spin  c 
Emmis'  TV  assets,  using  the  proceeds 
pay  down  debt  and  focus  on  the  faste 
growing,  higher-margin  radio  busine 
The  sixth-largest  radio  chain,  Emm 
has  room  to  expand  into  markets  li] 
New  York  and  Los  Angeles,  whe 
larger  competitors  like  Clear  Chanr 
and  Infinity  have  reached  their  lawf 
ownership  limits.  — D. 

Budget  Junk 

MONEYLOSING  RENTAL  OUTFIT  BUDG 
Group  is  undergoing  a  tune- up.  Budj 
(NYSE:  BD)  is  scaling  back  in  Europe  a 
selling  noncore  assets  like  car  deal< 
ships  and  its  camper-rental  compai 
Soon  all  that  wiU  be  left  is  Budget  Rei 
a-Car  and  Ryder  truck  rental 
Chicago  hedge  fund  manager  Mohn 
Pabrai  says  don't  buy  the  stock,  wh 
has  slumped  80%  ft"om  early  2000  t^ 
current  $2.  Buy  Budget's  April  2C 
junk  bonds,  yielding  18%. 

Why?  "Budget's  still  a  mediocre  bi 
ness  at  best,"  says  Pabrai,  noting  that 
and  Hertz  have  a  lock  on  the  premiu 
priced  car  rental  business.  That  lea 
Budget  to  compete  ruthlessly  on  pi 
with  firms  Hke  National  and  Enterpr; 

Yet  once  Budget's  financial  pict 
improves,  the  bonds — now  trading  ai 
cents  on  the  dollar — should  jump 
price.  If  they  don't,  hang  on  until  t 
mature  in  2006.  You'll  get  an  annuali 
return  (which  includes  interest  p 
ments)  of  26%.  — Stephane  F 
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To  check  on  Streetwalker's  performance,  visi 
Web  site  at  www.forbes.com/streetwalker. 


sapor 


150     FORBES-  July  9,  2001 


POINT 


Commerzbank's 

international  banking  and  finance 
capabilities  in  perspective 


I 


jSeeking  added  value  for  your 
^investment  portfolio? 

''^Ilall  in  the  experts  from  Commerzbank. 


VIore  than  ever  before,  effective  asset  manage- 
ment depends  on  experienced  managers  with  the 
jikills  and  resources  to  build  portfolios  in  line 
jvith  each  client's  specific  objectives. 

'™i^hat  is  why  alert  institutional  investors  and 
ndividuals  with  sizable  portfolios  are  turning 
aore  and  more  to  Commerzbank,  one  of  Europe's 
fiost  prominent  financial  groups.  By  combining 
n-the-spot  research  in  key  global  financial  centers 
h  a  multi-product,  multi-asset,  multi-investment 


I 


approach,  our  portfolio  managers  have  the  capabilities 
to  bring  assets  into  an  optimally  weighted  balance  of 
risk  and  opportunity.  Added  value  is  a  logical  conse- 
quence of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefit 
from  a  full  range  of  asset  management  products  and 
services,  26  operations  in  13  countries,  and  a  team 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solid 
combination  is  a  core  strength  of  the  Group. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
if  the  Group's  research.  Both  the  quality  and  scope  of  our  research  is  recognized  by  policy  makers,  the  business  and  financial  community 
nd  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 


P 

ITU 


mmerzbank  AG  is  regutated  by  SFA  for  the  conduct  of  investment  business  in  the  UK 
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MARKETSand  FORECASTS 

THE  OVERALL  MARKET  


as  of  6/15/01 

dfllr  Dcu I «  aiOWIH  ISBVa 

CAD  ttsrM  IfsliMi  ImImw^ 
9QUr  Daini  w«UW«  IIKIvJI 

Oow  JoB0s  iiidBstrnis 

-3.3 

S&P500 

-3.7 

E«FE* 

-2.9 

Forbes  Interaet  Imiex 

-6.2 

Forbes  40  iHdex  (total  return) 

-7.0 

— Barra  AII-U.S.  Index  of  10.000  stocks 
200-day  moving  average 

Market  value:  $14.1  trillion 


8500 
7500 
6500 
S500 
4500 

3500 
?500i 


Sources;  Barra  Inc.:  Bloomberg  Finartcial  Markets. 


6/15/01 


'93  '94  95  '96  '97  '98  '99  00  '01  1500 

'The  Barra  AII-U.S.  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs, 
REITs  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  grovrth.  Total  return  of  more  than  300  large- 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks 
Source:  Morgan  Stanley  Capital  International. 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


Automobile  sales^  (mil) 


Capacity  utilization  (%) 


New  housing  starts'  (thou) 


Retail  sales^  ($bil) 


Trade  balance^  ($bil) 


Unemployment  rate'  I 


Gross  domestic  product  (%  chg) 


JMELilUUL 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbI  W  Texas  Intermediate  ($) 


_CllBBE(iC¥_ 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


INTEREST  RATES 
30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


ACTUAL 


2000 


LATEST 


17.8 


17.3*  may 


80.6 


774  p  may 


1,569       1,560*  p  apr 


2,450  r      2,714' p  may 


-369 


-375  *  p  mar 


4.0 


4.4  may 


5.0 


1.3^  rlQ 


3.9 


4.5*  may 


3.4 


3.6*  may 


223.99  231.68 


272.00  271.20 


26.83 


28.53 


2.08 


2.27 


114 


123 


0.94 


0.86 


5.46 


5.68 


5.90 


3.50 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.3 


0.0% 


79.' 


-0.1 


1,571 


0.5 


2,389 


-0.7 


-410 


-0.5 


4.6 


0.7 


2.0 


-2.4 


3.6 


3.4 


2.9 


-0.7 


218.56 


-0.7 


274.16 


0.8 


25.89 


-1.0 


2.19 


3.3 


125 


0.6 


0.90 


-3.2 


5.53 


1.1 


3.93 


-6.7 


*I2  months,  r;  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  ''Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  'Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


FEDERAL  FUNDS  WATCH 


RATE  INCREASE 


RATE  DECREASE 


Current  rate:  4% 
Next  FOMC  meeting:  June  26 


Unlikely    Likely  Unlikely 

Change  in  estimates  for  industrial  production 


Likely 


Current:  313.6 
2-wk  change 


2001  estimated  growth  in 
industrial  production 


March 


April 


May 


June 


Since  March  econ- 
omists have  slashed 
their  2001  forecast 
for  industrial  pro- 
duction growth 
from  2.2%  to  0.6%. 


ECONOMY  WATCH 


The  slowdown  in  California's  technol- 
ogy sector  and  the  state's  power  prob- 
lems are  bad  news  for  the  rest  of  the 
country.  Over  the  past  30  years  U.S. 
GDP  growth  has  never  exceeded  4.1% 
when  California's  growth  dipped  below 
2.5%.  California's  economic  growth  is 
expected  to  slow  to  2.3%  in  2001, 
down  from  9.1%  last  year. 

Ooseup:  Calif,  economic  growth  versus  U.S.  GDP 


U.S.  GDP  growth 


■64    '68    72    76    '80    '84    '88    '92    '96  '00 
Dafa  as  of  June  12.  Source:  Instinct  Research. 
www.lnstinetResearch  Works,  com 

FORECASTING  GLOBAL  MARKET*! 


YEAR 


EPS  CHANGE  EXPECTEDl 
ESTIMATED       VERSUS  YEAR-T0-YE>l 
P/E       3  MONTHS  AGO  EPSGROWtI 


S&P500 


2001 


24 


-73% 


-5% 


mZ  20  

MSCI  World-ex  U^S. 


-5.8 


19 


2001 


21 


-6.3 


2002 


18 


-4.7 


15 


IBES  ESTBUTES:  RATM  OF  IMeflEASES/DECREASE 

  2001  2002 

0.38 


S&P500 


0.26 


MSCi  World-ex  U.S. 


0.68 


0.741 


Source:  Thomson  Financial/IBES. 
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See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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This  Is  Value? 


MONEY  MANAGERS  HAVE  BEEN  FRANTICALLY 
tossing  tech  stocks  out  of  their  portfolios,  in 
search  of  better-performing  sectors.  Among 
the  most  popular  lately  are  the  deep  cyclicals 
they  previously  disdained — the  pulps  and  pa- 
pers, chemicals,  steels  and  the  like.  The  thinking:  Let's  antici- 
pate the  up  cycle  when  a  recovering  economy  will  restore 
strong  earnings  to  such  hard-core  industrial  commodities. 

And  since  these  stocks  have  been  beaten  up  (until  re- 
cently) they  look  like  value 
plays.  Dow  Chemical,  for  in- 
stance, tumbled  from  a  high  of 
$47  in  January  2000  to  a  low  of 
$23  last  September.  Since  then 
Dow  has  climbed  back  to  $35. 

Unfortunately,  the  heavy 
cyclicals  are  not  likely  to 
enjoy  a  big  earnings  bounce 
anytime  soon,  recovery  or  no. 
Sure,  before  the  1970s  these 
stocks  grew  in  line  with  other  industries  over  time.  They 
had  one  or  two  bad  years  if  the  economy  turned  down,  but 
these  would  normally  be  followed  by  seven  or  eight  years  of 
solid  earnings  growth  and  dividend  increases.  Then  came 
freer  global  trade  and  an  explosion  of  new  capacity  world- 
wide. Now  the  deep  cyclicals  suffer  seven  or  eight  lackluster 
or  plain  bad  years  for  each  couple  of  good  ones. 

The  heavy  cyclicals  as  a  group  last  hit  record  earnings 
in  1989,  before  the  huge  economic  expansion  had  begun. 
Their  previous  earnings  peak?  Way  back  in  1979.  A  glance 
at  the  table  on  this  page  details  the  sad  story  over  the  past 
1 1  years.  Column  one  shows  the  annualized  earnings-per- 
share  growth  for  1989-2000  for  seven  cyclicals.  Columns 
two  and  three  display  their  estimated  earnings  per  share  for 
2001  and  2002— by  wildly  bullish  Wall  Street  analysts- 
while  column  four  gives  the  annualized  total  return  of  each 
stock  to  the  end  of  2000. 

Six  of  the  seven  cyclicals  badly  underperform  the  S&P 
500's  earnings  growth  for  the  11 -year  period  as  well  as  its 
total  return.  Only  Alcoa  comes  close  to  the  average,  lagging 
the  S&P's  earnings  performance  by  4.4  percentage  points. 
DuPont,  one  of  the  world's  leading  chemical  companies,  has 
increased  its  earnings  at  only  a  2%  rate,  compared  with 
7.4%  for  the  S&P  500.  Moreover,  its  total  annual  return  (price 
appreciation  plus  dividends)  of  11.5%  a  year  is  three- 
fourths  that  of  the  S&P. 
Most  of  these  issues  still 


multiples  lower  than  the  S&P's  current  28.  That  doesn 
make  them  good  value  stocks.  In  fact,  by  another  classi 
measure,  they  don't  look  so  cheap. 

Value  guru  Benjamin  Graham  favored  averaging  earr 
ings  over  many  years  and  relating  them  to  current  prices- 
method  he  labeled  "normalized  earnings";  he  felt  it  be 
evaluated  companies  with  volatile  results.  The  long  perio 
of  lagging  earnings  for  deep  cyclicals  from  1989  throug 
2000  puts  many  of  their  P/E  multiples  in  outer  space  relati 

to  those  of  most  value  stock 
and  even  some  of  the  supe 
growth  issues. 

Alcoa,  for  example,  ha 
average  annual  earnings  of  j 
cents  a  share  (a  3%  growi 
rate)  in  the  1989-2000  peric 
and  commands  a  P/E  of 
But  a  1 5%  grower  like  Merc 
averaged  earnings  of  $1.' 
and  has  a  P/E  of  50. 
If  you  want  to  unload  some  of  your  shakier  tech  stocks 
the  current  tech  rally,  look  instead  to  buy  real  value  nam* 
not  bogus  ones.  Consumer  cyclicals  like  autos  are  much  ht 
ter  value  issues.  Their  earnings  performance  has  been 
stronger  over  time.  Or  consider  British  Petroleum  (53,  BP), 
15,  yield  2.6%,  which  has  reserves  of  four  barrels  per  sh 
and  is  one  of  the  best  managed  of  the  oil  giants.  Ohio  Ca 
aJty  ill,  ocas),  yield  4.9%,  is  a  fundamentally  good  insu 
whose  restructuring  should  cure  its  recent  losses.  Univer 
Corp.  (38,  UW),  P/E  10,  yield  3.4%,  is  a  tobacco  leaf  process 
benefiting  from  strong  overseas  demand. 


Cyclicals  like 
paper  and  steel  \ 

are  in  vogue  now 
on  Wall  Street.  ; 

They  shouldn't  be.  ! 


^Sorry  Performance 


Compare  the  1 1-year  earnings  growth  and  total  returns  for  the 
industrial  commodity  companies  with  those  of  the  S&P  500 


Company 


Annualized 
EPS  growth^ 


Alcoa 


3.0% 


Dow  Chemical 


-2.7 


DuPont 


2.0 


Inco  Ltd. 


-11.0 


International  Paper  -20.3 


Phelps  Oodge 


-18.9 


USX-US  Steel 


-46.6^ 


S&P  500 


7.4 


gaBilliir.*;  gSTIMATg 


2001 


2002 


$2.08 


$2.95 


1.10 


2.26 


1.99 


2.63 


1.26 


1.43 


0.35 


2.13 


-0.26 


2.03 


-2.18 


1.43 


Annual! 


14.8' 


8.3 


11.5 


-2.6 


6.0 


9.8 


-1.3' 


15.4 


'December  1989-Oecember  2000.  ^Since  December  1991. 
Sources:  Oreman  Value  Management:  First  Call. 


trade   at  price/earnings 
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David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contra\ 
Investmerit  Strategies:  T/ie  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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Technology 


IS  your 


Secret  Weapon 


Find  it  here. 


THE  ELECTRONICS  GUIDE  FOR  DIGITAL  LIFESTYLES 


Brother's  CopyPoint  2000  Brother's  CopyPoint  2000  is  a  write  on/wipe  off  electronic 
whiteboard  with  a  built-in  printer.  Its  PC  Link  option  allows  you  to  export  information  written  on 
the  surfaces  to  your  computer.  The  rotating  one-touch  panel  provides  a  generous  writing  surface 
and  is  conveniently  housed  in  a  compact  frame.  With  CopyPoint  2000  graphs,  charts  and  text  are 
quickly  printed,  taking  it  easier  for  listeners  to  participate  in  meetings  without  the  distraction  of 
note  taking.  It  can  be  wall-mounted,  partition-mounted  or  easel-mounted  and  sells  for  an  esti- 
mated street  price  of  $699.95.  For  more  information  contact  Brother  at  www.brother.com  or 
800-276-7746. 


Electric  Fuel  With  the  Instant  Power  Battery,  your 
cellphone  will  allow  you  to  talk  3  to  5  times  longer 
than  the  average  rechargeable  battery.  Simply  replace 
your  existing  dead  battery  with  Electric  Fuel's  fully- 
charged,  ready-to-use  Instant  Power  battery  and  you 
will  be  up  and  running  instantly  with  no  electricity. 
You  can  charge  your  cellphone  or  PDA  with  our 
Instant  Power  Charger.  The  newest  product  from 
Electric  Fuel  plugs  directly  into  your  cellphone  or 
PDA;  no  electrical  outlet  is 
needed.  Patented  zinc-air 
technology  activates  the  fuel 
cell  inside  the  charger  by 
drawing  oxygen  from  the 
atmosphere  through  distinc- 
tive holes  in  the  cartridge. 
Please  visit  Electric  Fuel  at 
www.electric-fuel.com  or 
call  1-888-996-4440. 


Paradigm  Electronics  Canada-based  Paradigm  Electronics  has 
just  launched  the  Paradigm  Cinema™  HTSystem  consisting  of 
Cinema™  front  and  rear  speakers,  a  Cinema™  CC  center  channel  and 
a  PDR-8  powered  subwoofer. 
The  new  Paradigm  Cinema^" 
HT  System  is  designed  for 
excellent  home  theater  and 
audio  sound,  in  an  ultra  com- 
pact size.  They  can  be  placed 
next  to  a  television,  on  a  book- 
shelf or  easily  mounted  to  the 
wall,  whatever  suits  the  listening 
environment.  Magneshield® 
magnetic  shielding  also  allows 
them  to  be  used  with  a  comput- 
er or  a  home  theater  system 
without  causing  harm.  Retail 
price  for  the  system  is  $716. 
Check  the  website  www.para- 
digm.com  to  find  your  nearest 
authorized  dealer. 


I  s  new  DPX-1  Digital  Cinema  Projector  Give  your- 

Hlfst  seats  in  the  house.  Introducing  Yamaha's  new  DPX-1 
lljiema  Projector.  Featuring  highly  advanced  DLP'Technology 
extraordinary  resolution  and  contrast.  An  innovative  tri- 
'mIi  to  greatly  improve  movie  image  contrast.  And  a  unique  fan 
'jllminimize  noise.  The  Yamaha  DPX-1.  Clearer.  Brighter. 
Jjlbelievable.  www.yamaha.com 


1 


rently  available  wi 

tion,  visit  www.jvc 


The  S  170  THX  Ultra-certified 
Surround  Preamp/Processor  offers 

ultimate  performance  for  music  and  home 
theater,  exceptional  flexibility,  upgradeabil- 
ity  and  a  simple  user  interface.  Please  see 
our  website  at  www.NADelectronics.com 
or  call  1-781-784-8586  for  more  details. 


JVC  3.3    Megapixel    CCD  Digital 

Camera  JVC  is  marketing  a  digital  still  camera, 
offering  the  highest  image  resolution  available  in 
a  consumer  model  with  10801  output.  Designed 
for  rapid  readiness,  the  GC-QX5H  produces  mov- 
ing video  e-mail,  creates  a  multiple  layer  collage, 
and  has  high  storage  capacity  on  a  small,  high 
speed  Smart  Media  card.  The  GC-QX5H  is  cur- 
th  a  nationally  advertised  value  of  $999.00.  For  more  informa- 
.com  or  call  JVC,  1-800-252-5722 


id  the  hottest  gear  reviews  online  —  www.e-gear.com 


 5fes,  But  By  James  Grant  

Hard  Currency 


THE  FRANKLIN  TEMPLETON  HARD  CURRENCY 
Fund  was  founded  in  1989  as  a  hedge  against  the 
depredations  of  the  Federal  Reserve  System.  Little 
did  the  sponsors  imagine  how  few  depredations 
there  would  be  to  hedge  against.  The  dollar  has  be- 
come the  world's  hard  currency. 

Now  the  fund,  which  holds  nondollar  assets  in  the  sum 
of  only  $31  million,  is  marked  for  extinction.  If  shareholders 
approve,  sister  fund  Templeton  Global  Bond  will  absorb  it. 
Few  will  mourn  Hard  Cur- 
rency's passing  or  miss  its  pal- 
try 3%  average  annual  return. 
Its  second-largest  holding,  just 
behind  the  Swiss  franc,  is  the 
sponge-like  euro. 

To  most  Americans  cur- 
rencies are  as  foreign  as 
cricket.  The  most  sophisti- 
cated U.S.  investors — people 
who  would  never  dream  of 
holding  just  bonds  or  just  stocks  or  just  money  market  in- 
struments— don't  object  to  holding  just  dollars.  Nothing  in 
their  recent  experience  makes  them  want  to  diversify.  The 
holders  of  deutsche  marks,  lire  and  drachmas  are  the  ones 
who  want  diversity.  Approximately  two-thirds  of  the  $590 
billion  of  U.S.  currency  outstanding  circulates  outside  the  50 
states,  testament  to  the  world's  love  affair  with  green  slips  of 
paper  of  no  intrinsic  value. 

Longtime  readers  will  anticipate  a  plea  to  move  some 
funds  into  nondollar  assets.  Having  made  that  plea  many 
times  before,  I  feel  an  uneasy  kinship  with  the  managers  of 
the  ill-starred  Hard  Currency  Fund.  In  2001  a  "hard  cur- 
rency" is  what  nobody  wants — but  therein  lies  opportunity. 

In  the  recent  British  general  election  the  Tories  appealed 
to  monetary  patriotism.  They  enumerated  the  blessings  of  a 
strong  pound.  They  warned  against  the  risks  of  entering  the 
European  Monetary  Union  at  a  low,  possibly  inflationary, 
exchange  rate.  In  short,  the  Conservatives'  platform  was  tai- 
lor-made for  the  shareholders  of  the  Hard  Currency  Fund. 
Labour's  victory  underscores  how  small  that  constituency  is. 

The  fund  was  the  product  of  a  time  when  investors  wor- 
ried about  inflation.  The  bad  old  days  of  the  1970s  were 
fresh  in  memory.  No  supposed  productivity  miracle  was  in 
sight.  The  CPl's  growth  in  1989  was  running  at  4.8%  and 
headed  higher.  The  DM  constituted  one  of  the  few  postwar 
monetary  success  stories.  There  was  every  good  reason  to 
take  out  some  currency  insurance. 

Today?  The  dollar  has  no  credible  competition.  The 


Swiss  gnomes  have  embarked  on  an  ungnome-like  plan  II 
auction  a  portion  of  Switzerland's  monetary  gold.  The  yen 
a  low-yielding  enigma.  This  leaves  the  euro,  the  current 
that,  for  the  past  few  years,  has  existed  only  in  the  foreign  e; 
change  markets.  There  it  steadily  depreciated. 

On  Jan.  1  it  will  come  into  physical  existence,  and  the  jc 
of  exchanging  national  currencies  for  euros  promises  to  be 
logistical  nightmare.  "There  will  be  50  billion  coins,  rangir 
from  1  cent  to  €2,  which  together  will  weigh  the  same  as 

Eiffel  Towers,"  the  Financi 


Everything  has 
been  going  great 

for  the  clearly 
dominant  dollar.  A 

little  too  great. 


Times  reports,  "and  15  billic 
banknotes,  which  if  they  wej 
put  end-to-end  would  stret< 
to  the  moon  five  times.  If  j 
that  money  were  delivered 
the  banks  on  the  same  da 
nearly  half  a  million  securi 
vans  would  be  needed  for  t] 
job — whereas  there  are  on 
10,000  around  Europe." 
Not  much  has  gone  right  for  the  euro  since  its  1999  i 
ception.  The  vision  of  15  billion  banknotes  waiting  for  a  I 
to  the  airport  only  reinforces  a  widespread  belief  that  t 
dollar  is  the  one  currency  you  will  ever  need  or  want.  "Bs 
ring  the  emergence  of  a  devaluationist  tendency,"  writes 
columnist  Mieczyslaw  Karczmar,  "the  dollar  is  likely  to  i 
main  strong." 

Who  could  disagree?  No  one,  which  of  course  is  the  ri 
The  trade-weighted  dollar  stands  near  a  28-year  high,  t 
dollar  price  of  gold  near  a  20-year  low.  The  U.S.  econom) 
the  most  powerful,  the  U.S.  labor  market  the  most  flexil 
on  earth.  These  facts  are  known,  therefore  discounted. 

But  the  alleged  new  era  is  dubious  for  several  reaso 
Productivity,  the  new  North  Star  of  Fed  policy,  declined! 
the  first  quarter.  Money  supply  growth  is  worrisom 
strong.  Long-term  interest  rates  have  risen  in  relation 
short-term  rates.  Treasury  inflation-protected  securit 
have  outperformed  the  conventional  kind.  And  on  seve 
occasions  Alan  Greenspan  has  made  the  untenable  cla 
that  Wall  Street's  equity  analysts  know  something  about 
curity  analysis. 

Gold  is  cheap.  The  euro  is  cheap.  In  this  setting,  nobodj 
his  right  mind  would  start  a  Hard  Currency  Fund.  Th; 
where  you  come  in.  Buy  a  gold  fund  (e.g.,  the  Tocquev 
Gold  Fund).  Buy  some  euro-denominated  bonds  (U.S. 
suers  include  Merrill  Lynch  and  Gillette).  Start  your  ovm. 


'Ugx-fV^g^^  I  James  Grant  is  the  editor  of  Grant's  Interest  Rate  Obseii 
Find  past  columns  at  www.forbes.com/grant. 
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Glazed  Pottery  Horse 

Ceramics,  10th  Century. 
Without  a  saddle  or  ornament- 
ed fittings,  the  carefully 
observed  naturalism  prominent 
in  late  Tang  dynasty  pottery 
horses  is  vividly  pronounced 
on  this  well-modeled  figure. 

The  Chinese  Porcelain 
Company 

(212)  838-7744 


Tiziano  Vecellio 

Salome  with  the  Head  of  St, 
John  the  Baptist, 
a  1560-1570.  Oil  on  canvas. 
44  15/16"x37  7/8". 

Richard  L.  Felgen  &  Co.,  Inc. 

(212)  628-0700 


fL 


7 


Giulio  Rosati's 
"The  Musicians" 

Watercolor, 

signed  and  dated  1890. 
Giulio  Rosati  (1858-1917)  was 
-in  Italian  orientalist,  one  of  a 
group  of  Italian  artists  at  the 
turn  of  the  Century  who  were  re- 
nowned for  their  technical  abili- 
ty, use  of  color  and  eye  for 
detail,  particularly  in  the  water- 
color  medium.  20  l/4"x29" 

Mathaf  Gallery  LTD 

4-44  (0)  207  235-0010 


A  Regency  Rosewood 
Chaise  Longue 

Great  Britain,  19th  Century. 
A  Regency  rosewood 
chaise  longue,  profusely 
inlaid  throughout  with  gilt 
metal  marquetry,  the  front 
rail  and  highly  scrolled  end 
supports  with  inlay  of  trail- 
ing foliage  and  flowers  ter- 
minating in  floral  paterae. 

Mallett  &  Son 

-H44  (0)  207  499-7411 


Late  Baroque  IVIarble  Top 
IVIahogany  Tea  Table 

Boston,  Massachusetts, 
1740-1755. 

The  dished  rectangular  King  of 
Prussia  marble  top  with  shaped 
ovolo  corners  above  a  plain 
frieze  over  a  convex  scrolled 
cyma-curved  apron,  crested  by 
a  beaded  bolection  strip. 

28  l/2"x30  l/4"xl6  1/2" 

Leigh  Keno  American  Antiques 

(212)  734-2381 


Spectacular  Set 
of  Five  Wall  Maps 

A  uniform  set  of  wall  maps  con- 
sisting of  a  world  &  four  conti- 
nental maps.  All  are  first  edi- 
tions dated  1776,  with 
attractive  hand  color  and  com- 
plete, professional  conservation 
with  mounting  on  new  cloth. 
World  37  3/4"  x  47  5/8";  West- 
ern Hemisphere  37  l/2"x48": 
Africa  38"x47  1/2": 
Asia  37  3/4"x47  3/4": 
Europe  38"x47  1/2". 

Martayan  Lan  (212)  308-0018 


Georgia  O'Keefe 
\ntelope  Head  with 
Pedernal" 

Georgia  O'Keefe  (1887- 
^i).  1953,  oil  on  canvas, 
20  l/4"x24  1/4". 

Gerald  Peters  Gallery 

(212)  628-9760 


Pablo  Picasso 
"Femme  Couchee 
sur  la  Plage" 

Pablo  Picasso  (1881 
-  1973),  oil  on 
canvas.  Signed  and 
inscribed  top  left. 
Painted  in  1932. 
10  4/5"xl4". 

The  Lefevre  Gallery 

44  (0)  207  493-2107 
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You  take  it  from  here. 


EAUTH 


SEVEN-YEAR-OLD  NIKKI  MAR- 
quez  has  had  to  grow  up  too 
quickly.  Soon  after  being  diag- 
nosed with  diabetes  in  1999, 
she  was  sticking  a  needle  into  her  stom- 
ach three  times  daily  to  deliver  the  in- 
sulin that  her  body  is  unable  to  pro- 
duce. Meals  had  to  be  planned  to 
coincide  with  peak  insulin  levels,  mak- 
ing it  hard  to  see  fi-iends  for  dinner  or 
to  go  on  field  trips. 

Everything  changed  last  fall  when 
Nikki's  doctor,  Francine  Kaufman  of 
Children's  Hospital  Los  Angeles,  put  her 
on  an  experimental  device  called  Exu- 
bera,  which  lets  her  breathe  insulin  into 
her  lungs.  The  inhaler  has  replaced  all 
but  one  bedtime  shot.  Now  if  her 
fi-iends  hustle  off  to  the  frozen  yogurt 
shop,  no  problem,  she  just  takes  another 
whiff.  "It  lets  her  be  normal  again,"  says 
mother  Julie  Marquez. 

Her  inhaler,  which  is  being  tested  by 


Waiting  to 

Inhale 


An  alternative  to  the  dreaded 
insulin  shot  is  close  at  hand. 

BY  ROBERT  LANGRETH 

Pfizer  in  collaboration  with  Inhale  Ther- 
apeutic Systems  of  San  Carlos,  Calif.,  is 
one  of  several  new  devices  that  may  fi- 
nally relieve  diabetics  of  the  burden  of 
being  human  pincushions.  The  most 
eager  customers  for  the  inhalers  will 
likely  be  the  1  million  juvenile-onset 
(type  I)  diabetics  like  Nikki  Marquez, 


who  don't  produce  insulin  at  all 
bigger  market  is  the  15  million  pec 
with  type  II,  or  adult-onset,  diabete 
type  II  diabetic  can  make  insulin  bul 
ther  makes  too  little  or  is  unrespon, 
to  its  presence. 

Millions  of  adult  diabetics  who  n 
insulin  don't  take  it  because  they  I 
shots,  putting  themselves  at  risk  of  cc 
plications  ranging  from  nerve  dam 
to  kidney  failure.  Doctors  and  insu 
hope  inhaled  insulin  will  change  thi 

"It's  a  gimmick.  But  if  it  gets  pec 
on  insulin  who  should  be  on  it,  it 
good  gimmick,"  says  Universit 
Miami's  Jay  Skyler,  who  led  severa 
Pfizer's  trials. 

The  inhaled  version  of  insulin  m 
cost  $2  to  $4  a  day,  which  compares  \ 
$1  for  injected  insulin.  (Most  medic 
insulin  is  biosynthesized;  a  small  f 
tion  is  extracted  from  pigs.)  The  fi 
generation  device  is  rather  bulky,  ab 
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the  size  of  a  can  of  shaving  cream.  And 
many  patients  will  still  have  to  take  at 
least  one  injection  of  long-acting  in- 
sulin. But  as  devices  improve,  the  $3  bil- 
lion global  insulin  market  could  double. 

Ever  since  insulin's  discovery  as  a 
treatment  for  diabetes  in  the  1920s,  re- 
searchers have  sought  a  more  convenient 
way  to  administer  it.  Pills  never  worked 
because  the  insulin  molecule  is  too  bulky 
to  be  absorbed  from  the  stomach  into  the 
blood.  Skin  patches  and  nasal  sprays  have 
proven  ineffective  at  delivering 
adequate  doses.  The  inhalers 
solve  this  by  delivering  particles 
Vsoth  the  width  of  a  human  hair 
deep  into  the  lungs,  where  they 
are  almost  immediately  ab- 
sorbed into  the  blood. 

Pfizer  and  partner  Aventis 
now  lead.  They  are  finishing  hu- 
man trials  with  Inhale's  device 
and  plan  to  apply  for  approval 
by  year-end.  Two  years  behind 
is  Denmark's  Novo  Nordisk, 
which  will  begin  final-stage  hu- 
man testing  of  an  inhaler  from 
biotech  firm  Aradigm  later  this 
year.  Meanwhile,  Eli  Lilly  is  in 
early  human  testing  of  a  device  a 
fraction  the  size  of  its  competi- 
tors'. (Lilly  has  also  partnered 
v/ith  Canada's  Generex  to  make 
an  orally  absorbed  insulin  spray, 
now  in  phase  II  testing.) 

Inhaled  insulin  is  just  the  beginning 
of  a  revolution  in  drug  delivery  that  will 
make  numerous  injection-only  drugs 
easier  to  take.  In  tests  are  inhaled  versions 
of  human  growth  hormone  and  the 
multiple-sclerosis  drug  Avonex,  as  well 
as  an  oral  version  of  the  injectable  blood 
thinner  heparin.  "In  the  next  five  to  ten 
years,  most  major  protein  therapies 
should  become  available  in  noninjectable 
forms,"  predicts  David  Edwards  of  Alk- 
ermes,  Lilly's  partner  for  inhaled  insulin. 

Inhale  cofounder  John  Patton  was 
one  of  the  first  to  try  delivering  proteins 
directly  to  the  lungs.  In  the  1980s  he  was 
working  at  Genentech  to  devise  a  pill 
version  of  the  company's  human 
growth  hormone.  When  that  didn't  pan 
out,  he  wondered  if  proteins  such  as 
growth  hormone  could  be  absorbed 


through  the  lungs,  a  feat  some  articles 
in  the  medical  literature  claimed  was 
impossible.  But  when  he  sprayed  growth 
hormone  into  the  lungs  of  lab  rats,  it 
passed  right  into  the  blood.  Genentech 
patented  the  lung-delivery  concept  but 
ultimately  decided  to  pass  on  the  tech- 
nology. So  in  1990  Patton  left  to  start  In- 
hale with  another  local  researcher, 
Robert  Platz.  They  Licensed  Genentech's 
patent,  agreeing  not  to  compete  in 
growth  hormones.  Instead  they  turned 


to  insulin.  Soon  after.  Inhale's  rival  Ara- 
digm set  up  shop  across  the  San  Fran- 
cisco Bay  in  Hayward,  focusing  on  elec- 
tronic delivery  of  inhaled  drugs. 

Inhale's  device  required  solving  sev- 
eral engineering  riddles.  Since  diabetics 
are  very  sensitive  to  insulin  dosages,  it  is 
important  for  inhalers  to  deliver  the 
same  amount  into  the  bloodstream  each 
time.  Particles  must  be  just  the  right  size: 
too  big  and  they  will  stick  to  the  diroat, 
too  small  and  they  get  exhaled  right  out. 

Inhale's  engineers  were  inspired  by 
myriad  sources,  including  snack  food 
production  and  rocket  science.  To  create 
a  powdered  insulin  suitable  for  a  foil 
pack,  it  adapted  the  same  kind  of  spray 
dryers  used  for  coating  corn  chips  with 
cheese  flakes.  A  simple  air  gun  cocked  by 
the  patient  disperses  a  cloud  of  insulin 


into  a  clear  chamber  on  top  of  the  di 
vice.  The  patient  puts  his  mouth  to  til 
chamber  and  breathes.  Engineers  had 
calculate  the  optimal  air  flow  into  tl 
chamber  to  ensure  that  patients  wou 
breathe  a  ftoll  dose  each  time. 

By  1993  Inhale  had  a  flashlight-si 
prototype,  but  most  drug  companit 
wary  after  setbacks  with  nasal  insuli 
weren't  interested.  Finally,  Pfizer  sign« 
on  in  1995.  As  it  moved  through  hum; 
trials,  other  drugmakers  noticed.  In  19' 
Novo  Nordisk,  which  has  45 
of  the  world  insulin  mark" 
agreed  to  test  Aradigm's  inhai 
Aradigm's  AERx  device  is  t 
size  of  a  paperback  book  ai 
uses  liquid  insulin  packets.  T 
device  instructs  a  patient 
breathe  at  the  correct  speed,  a 
a  microprocessor-controU 
motor  squeezes  the  desired  dc 
of  insulin  through  microscoj 
holes  on  a  mouthpiece,  gener 
ing  a  fine  aerosol.  Novo  Nord 
believes  the  device  will  allow : 
more  precise  dosage  cont: 
than  Inhale's  version. 

Alkermes,  teaming  up  w 
Lilly,  is  altering  the  shape  of 
sulin  particles,  making  th« 
light  and  porous  enough  to  fli 
into  the  lungs.  This  elimina 
the  need  for  an  air  pump, 
suiting  in  a  small  inhaler  the ' 
of  a  Magic  Marker. 

Pfizer  and  Novo  Nordisk  say  tl 
tests  in  hundreds  of  diabetics  show  t 
blood  sugar  is  as  well  controlled  with 
haled  insulin  as  it  is  with  shots,  a 
without  any  dramatic  side  effects.  I 
many  doctors  worry  that  the  inhal 
could  damage  the  lungs.  Because  the 
vices  are  relatively  inefficient,  "the  ir.s 
of  the  lungs  are  exposed  to  a  mass 
amount  of  insulin,"  says  David  Nath 
who  heads  the  diabetes  center  at  Maf 
chusetts  General  Hospital.  One  pati 
in  the  Exubera  trial  developed  lung  sc 
ring,  although  it's  not  clear  if  it  was 
lated  to  the  insulin. 

A  few  more  mysterious  cases  of  li 
problems  could  set  back  developmen 
inhaled  insulin  for  years.  The  insulin 
dustry  is  holding  its  collective  breath. 


Insulin  Is  Just  a  Breath  Away  

Millions  of  diabetics  don't  get  proper  doses  of  insulin 
because  of  their  fear  of  using  needles.  A  handful  of  new 
devices  allow  diabetics  to  inhale  a  cloud  of  insulin  into  the 
lungs,  where  it  is  absorbed  directly  into  the  bloodstream. 


162     FORBES-  July  9,  2001 


InterShOW  presents  «^// iTVe  " 


Forbes 


ipuico  •  Puntarenas  •  Panama  Canal  •  Aruba  •  Grand  Cayman  •  Cozumel 


MAY  1  -  13,  2002 
:apulco  -  Ft.  Lauderdale 
Crystal  Symphony 


FQRBESLIFE 


EDITED  BY  ALAN  FARNH-AM 


Going 


ess 


G  A  R  s  I  Lovers  of  open-air  motoring,  rejoice!  Two  sleek  new  hair-touslers 
from  BMW  and  Lexus  are  breathing  life  back  into  convertibles. 

BY  JOHN  TURRETTINI 


ON  A  RECENT  MORNING,  AS  I  MOTORED 
through  the  streets  of  Manhattan,  jaded, 
seen-it-all  pedestrians  stopped,  stared  and 
pointed  at  my  car.  Fellow  drivers  waved  and 
honked.  When  I  stopped  at  red  lights,  own- 
ers of  Porsches,  Camaros — even  dump  trucks — leaned  out 
their  windows  and  yelled  the  same  greeting:  "What  is  that 
car?  A  beauty!  Enjoy  it,  man." 

The  Z8,  which  BMW  originally  introduced  as  James 
Bond's  cruiser  in  Uie  World  Is  Not  Enough,  is  the  first  and 
most  over-the-top  of  a  new  wave  of  high-style,  high-perfor- 
mance roadsters  from  the  world's  luxury  automakers.  In  less 
than  two  years  BMW,  Lexus,  Cadillac  and  Mercedes  all  will 
have  unveiled  their  own  new-from-the-ground-up  convert- 
ibles. Makers  hope  the  designs  will  add  luster  to  marques 
grown  duU  during  an  era  of  timid  design. 

That  period  started  in  the  1970s,  when  gas  prices  and 
government  restrictions  (emissions  controls,  safety  regula- 
tions) pushed  driving  pleasure  and  performance  far  into  the 
backseat.  Remember  the  awful  Mustang  II,  whose  body  was 
grafted  onto  a  slightly  lengthened  Pinto  chassis?  Or  more  re- 
cently the  bland  sedans  that  Cadillac,  Lincoln,  the  Germans 
and  Lexus  have  felt  content  to  flog  upon  the  public?  Whimsy, 
fantasy,  assertive  beauty — all  have  been  in  short  supply. 

Convertibles  have  been  the  models  hardest  hit  of  all,  since 
it's  tough  to  make  a  sexy,  roofless  car  the  government  con- 
siders "safe."  Among  luxury  producers,  only  Mercedes  has 
consistently  kept  turning  out  convertibles — the  elegant  (if 
unimaginative)  SL. 

Convertibles  used  to  be  at  the  pinnacle  of  style.  Look  back 


at  the  gorgeous  cars  of  the  past  5 
years,  and  you'll  find  ragtop 
aplenty:  the  super-sleek  Merced. 
300  SL  roadster  fi-om  the  1950s,  th 
sensual  Jaguar  E-Type  and  extrava 
gant  Cadillac  convertibles  of  th 
1960s  and  the  Ferrari  Daytona  Sp> 
der  fi-om  the  early  1970s.  All  thes 
cars  made  the  world  dream.  At  th 
same  time  they  provided  luck 
owners  with  exquisite  Sunday  a) 
ternoon  drives.  Each  car,  by  takin 
risks,  forged  a  new  design  esthetit 
Now  at  last  makers  are  re 
asserting  some  of  that  same  dai 
ing.  Look  at  Lexus'  SC  430  roac 
ster.  Since  the  Lexus  nameplal 
first  appeared  1 1  years  ago  Toyol 
has  produced  a  series  of  capable  luxury  sedans,  most  nc 
tably  the  LS  400/430.  Trouble  is,  even  though  the  sedar 
have  been  paragons  of  refinement  and  comfort,  their  de 
signs  have  been  shameless  rip-offs  of  Mercedes.  With  its 
new  SC  430,  however,  Lexus  has  produced  a  convertible 
with  all  the  marque's  expected  comfort,  plus  a  lovely  dol- 
lop of  original  style.  On  the  performance  front,  the  SC 
430's  300hp  V8  engine  provides  a  seamless,  muted  rush 
of  speed,  and  the  rock-solid,  utterly  refined  car  scoots 
down  country  lanes  and  crowded  interstates  with  ef- 
fortless aplomb.  The  folding  hard-top  roof  delivers 
(when  up)  all  the  solidity  of  a  fixed-top  coupe  and 
(when  down)  all  the  exhilaration  of  a  true  roadster. 
The  car's  design  blends  1950s  raffishness  with  mod- 
ernist minimalism,  giving  the  SC  430  a  fresh,  striking 
and  utterly  original  look.  There  is  no  mistaking  it  for 
anything  else,  least  of  all  a  staid  sedan  with  the  roof 
removed  or  a  mere  update  of  an  old  formula.  You 
get  all  this  for  a  mere  $60,000. 

But  the  real  star  here  is  the  BMW  Z8,  a  beautifully 
detailed,  stonking-fast  spellbinder  that  may  well 
qualify'  as  the  most  desirable  new  car  on  the  planet. 
Inspired  by  BMW's  classic  507  roadster  from  the 
Fifties,  the  ZS's  styUng  has  retro  elements,  like  its 
flat,  centrally  mounted  instrument  panel.  But  the 
design  is  tied  together  so  artfuUy  that  the  car  tran- 
scends the  kind  of  facile  nostalgia  that  sometimes 
blights  backward-glancing  designs.  Here,  the 
swoop  of  the  hood,  the  pinch  of  the  tail  and  the 
artful  sculpting  of  the  flanks  transmit  perfectly 
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at  this  car  is  all  about:  speed. 

It's  an  incomparable  drive.  Thanks  to  a  high-tech  alu- 
num  space-frame  chassis,  the  roadster  has  a  forgiving  ride 
i  wonderfril,  almost  telepathic  handling.  Its  steering  com- 
inicates  exactly  how  the  car  is  gripping  the  road,  and  its 
rious  V8  engine  is  both  pov^erful  (394hp  at  6,600rpm) 
1  musical,  with  a  rich,  burbling  engine  note.  You'll  be 
d-pressed  to  find  any  car,  at  any  price,  that  matches  this 
easy  speed  and  pleasure.  It  tops  out,  in  sixth  gear,  at 
)mph.  At  $128,000,  it's  not  overpriced. 
The  ZS's  excellence  now  puts  the  ball  squarely  in  the 
irt  of  BMW's  archrival,  Mercedes,  which  has  been  pro- 
zing  the  current  SL  convertible  for  more  than  a  decade.  Its 
cy  lines  give  it  a  dated  look.  But  SL's  noble  lineage  in- 
des  many  past  champions  of  design.  For  that  reason 
ich  is  expected  from  the  new  SL  scheduled  to  be  unveiled 


this  fall  at  the  Frankfurt  auto  show.  Mercedes'  concept  cars 
have  hinted  at  some  stunning  touches,  and  the  car  will  have 
all  the  latest  in  technology,  including  a  sophisticated  brake- 
by-wire  system. 

General  Motors'  entry  will  round  out  the  convertible 
quartet.  Though  Cadillac  once  plausibly  claimed  to  be  "the 
standard  of  the  world,"  the  brand  has  degenerated  into  a 
mascot  for  the  AARP  set.  Now  GM  is  aiming  to  win  back 
younger  drivers'  respect  with  a  new,  as-yet-to-be-named 
roadster,  due  next  year.  Built  atop  a  Corvette  chassis,  the  car 
should  be  a  thrilling  drive.  Cadillac  has  already  revealed  the 
dramatic,  sharp-edged  styling — inspired,  the  company  says, 
by  U.S.  military  aircraft.  If  the  car  lives  up  to  its  buzz,  pro- 
ducer and  consumer  will  both  be  happy.  And  patriotic  U.S. 
drivers  be  able  for  the  first  time  in  decades  to  go  topless 
in  high  style.  F 


!  BMW  Z8. 
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BUSINESS  HOURS 


THE  HOME  PAGE  FOR  THE  WORLD'S  BUSINESS  LEADEF 


Today's  business  leaders  devote  an  increasing 
portion  of  their  business  day  searching  the  web 
to  help  them  make  better  business  decisions.  In 
fact,  top  managers  use  the  web  at  twice  the  rate 
of  the  general  online  population.* 

But  the  immensity  of  the  Web  creates  the  need  for 
an  editorial  voice  they  know  and  trust. 

That's  why  business  leaders  log  on  to  Forbes.com. 
They  know  and  trust  Forbes.com  to  provide  the 
uncompromising  insight,  concise  analysis  and  pointed 
perspective  they  need  to  succeed. 

No  wonder  Media  Metrix  named  Forbes.com  one 
of  the  fastest  growing  business  information  sites 
on  the  web.** 
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Automotive 
'■''^  Acuta 

1-800-TO-ACURA 
www.acura.com 

American  Honda  Motor 
Company 

1-800-33-HONDA 
www.honda.com 

Jeep 

www.jeep.com 

1.  Lincoln  Navigator 
(2001) 

1-800-688-8898 
www.lincolnvehicles.com 
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Financial  Services 

^FannieMae 

www.fanniemae.com 

9.  TIAA-CREF 

www.tiaa-cref.org 
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10.  Beverly  Hills 
Convention  &  Visitors 
Bureau 

1-800-345-2210 
www.visitbh.com 

^Hilton  Hotels 

www.hilton.com 
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2.  Flight  Options,  Inc. 

www.flightoptions.com 
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Consultants 
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www.kellyservices.com 
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www.assetprotection.com 
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International 
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1-800-423-2993 
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1-800-706-9923 
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^Sony 

1-800-203-8119 

www.sony.com 

www.equilio.com 

18.  International  Egaming 

Developers  Inc. 

www.egamingdevelopers.com 

19.  Valef  Yachts  Ltd 

www.valefyachts.com 

20.  The  Loan 
Consultants  Inc. 

1-800-336-3933 

21.  Modern  Postcard 

1-800-959-8365 
www.modernpostcard.com 
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1-561-627-7110 

23.  Publishers  Guild 
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^Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.searsatty.com 
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Consultants 

1-800-733-2191 

25.  The  Robert 
Hanselman  Domestic 
Agency,  Inc. 

1-888-838-4404 
www.planetdomestics.com 

26.  Christensen  Yachts 

www.christensenyachts.com 

27.  Got  to  be  Gourmet 

1-866-820-FOOD 
www.gottobegourmet.com 

28.  Moran  Yachts 

www.moranyachts.com 

29.  Lifespan 

1-888-799-2238 
www.lifespan-hgh.com 
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Bank  Shot 


GAMES!  Who  plays  pool?  Sharks  and  hustlers,  still.  But  more 
and  more  players  are  young,  white-collar  and  curvaceous. 


BY  LYNN  COOK 

FOR  CENTURIES  CUE  SPORTS  HAVE 
been  the  mainstay  of  scoundrels, 
rogues  and  ne'er-do-wells.  Now, 
though,  at  such  posh  parlors  as  ChaUc- 
ers  in  San  Francisco  and  Amsterdam 
Billiard  Clubs  in  New  York,  a  new  gen- 
eration of  young,  upscale  players,  in- 
cluding many  women,  wield  $25,000 
Balabushka  cues.  Between  games  they 
snack  on  Brie.  Is  nothing  sacred? 

Though  seedy  storefronts  still  get 
the  lion's  share  of  business  in  the  highly 
fragmented  $  1  billion  billiards  industry, 
well-appointed  nightclubs  are  on  the 
rise.  Sue  Backman  and  Peter  Hangarter 
launched  the  first  Chalkers  in  1990  in  a 
converted  candy  factory  in  Emeryville, 
Calif  Antique  opalescent  lamps  hung 
over  refurbished  1920s  Brunswick  ta- 
bles, covered  with  worsted  wool  so  fine 
a  green  suit  could  be  cut  from  it. 

Today  at  Chalkers'  downtown  San 
Francisco  location,  well-dressed  cus- 
tomers pack  the  club  after  work.  The 
male-to-female  ratio  runs  60-40.  A  full- 
service  restaurant  turns  out  peppered 
pork  pate  and  Ahi  tuna,  delivered  right 
to  the  pool  table. 
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On  West  21st  Street  in  New  York 
City,  former  Chelsea  Billiards  recendy 
reopened  as  Slate — Manhattan's  first 
billiards  club-cum-fijll-service  restau- 
rant— thanks  to  a  $1.8  million  make- 
over by  owner  Telly  Hatzigeorgiou. 
Business  at  rival  Amsterdam  Billiard 
Clubs  is  so  good  its  owners  are  scouting 
for  another  location,  near  Wall  Street. 
Amsterdam's  owners,  Greg  and  Ethan 
Hunt  and  comedian  David  Brenner,  re- 
vamped the  original  club  on  West  77th 
Street  in  1999,  adding  brick  interiors 
and  a  massive  fireplace  that  roars  all 
year  round.  A  second  location  opened 
in  1996  on  East  86th  Street.  Patrons  in- 
clude actor  Paul  Sorvino  and  comic 
lerry  Seinfeld. 

Thanks  largely  to  the  blandish- 
ments of  such  establishments,  female 
participation  in  the  game  is  up  almost 
20%  (from  11.7  miUion  in  1987  to  13.9 
million  in  1999).  Though  the  men's  Pro 
Billiards  Tour  collapsed  in  1997  after 
Camel  Cigarettes  withdrew  sponsor- 
ship, the  Women's  Professional  Billiards 
Association  (WPBA)  is  going  strong. 
Prize  money — up  to  $90,000  per  tour- 
nament— is  provided  by  Brunswick 


Widowmakers:  j 
Five  Tips  to  Improvj 
Your  Shooting  i 

X  Chalk  up  every  time  you  sho^ 
'"^J^^innesota  Fats  said  it  best: 
always  chalk  my  tip  just  before  I  wou  ! 
have  miscued." 

Hold  It  like  a  baby  bird.  So  advises  p 
^^P'^^ichael  Massey,  describing  prop' 
cue-grip.  Cradle  your  cue  with  your  mii 
die  three  fingers,  thumb  pointing  straig 
to  the  floor.  Your  little  finger  shouldr 
touch  the  cue. 

Stroke  smoottily.  Then  follow  throui 
^^^for  about  5  inches.  "Don't  poke 
punch  the  ball,"  says  Chalkers  c 
owner  Sue  Backman.  "You  never  see  a  p 
slam  the  ball  around  the  table." 

Stay  down.  If  you  raise  your  he; 
^^^P^efore  the  shot  is  complete,  ii 
doubtful  you'll  hit  the  cue  ball  in  tl 
intended  spot. 
^^^Use  your  hand  as  a  bridge.  Jeanei 
S^^K.ee,  a.k.a.  the  Black  Widow,  on 
roamed  New  York  City  with  her  left  ha 
taped  into  a  claw,  to  train  it  to  assu 
bridge  position.  Plant  your  fingers, 
heel  of  your  palm  and  your  forearm 
possible)  on  the  table. 


Billiards  and  Cuetec  Cues.  ESPN  cove 
WPBA's  six  tour  events. 

Perhaps  the  most  appealing  pla) 
on  the  circuit  is  leanette  Lee,  a  29-yei 
old  Brooklyn  native  who  got  her  st; 
slinging  drinks  as  a  waitress  at  the  or 
inal  Amsterdam  Billiard  Club.  Kno\ 
as  the  Black  Widow  for  her  got! 
leather-and-lace  attire,  Lee  start 
shooting  pool  at  18,  against  the  ad\' 
of  doctors  who  warned  that  pool  mit 
hurt  her  back.  (She  suffers  from  scol 
sis.)  For  three  years,  beginning  in  19' 
she  was  the  top-ranked  female  play 
Now  ranked  eighth,  she  gets  endor 
ment  money  from  Canadian  CI 
whiskey  and  Imperial  Internationa], 
equipment  distributor.  She  even  ha 
Jeanette  Lee-themed  virtual-pc 
videogame  made  by  Interplay  Ent 
tainment.  "You're  an  artist  and  an  a 
iete,"  she  says  of  her  sport.  "Every  ti 
you  break  the  balls  you  have  a  coi 
pletely  different  picture." 
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Christensen's  new  150'  and  155'  Custom  Yachts  offer  you  all  of  the 
same  quality  and  craftsmanship  that  you  have  come  to  expect 
from  Christensen,  with  one  extra  bonus... 


We  have  already  started  construction! 


Hull  24 


Length:  150' (45.7m) 
Beam:  28'  (8.5m) 
Draft:/'  (2.1m) 
Construction:  Fiberglass  Composite 
Classifications:  ABS*A1  -AMS  &  MCA 
Power:  DDC/MTU  8V  4000  (2) 
Maximum  Speed:  20  Knots 
Range:  4,000  Nautical  Miles 


Hull  26 

Length:  155'  (47.2m)' 
Beam:  28' (8.5m) 
Draft:/'  (2.1m) 
Construction:  Fiberglass  Composite 
Classifications:  ABS*A1  -AMS  &  MCA 
Power:  DDC/MTU  8 V  4000  (2) 
Maximum  Speed:  20  Knots 
Range:  4,000  Nautical  Miles, 

AVAILABLE  NOW 

DETROIT  DIESEL 


Powered  by  Detroit  Diesel  8V4000 


l/rs/f  our  IVe6  s/7e  a/,  www.christensenyachts.com 
Sales  &  Service:  954-766-8888  phone  •  Fort  Lauderdale,  Florida 
Shipyards.  Main  Office:  360-695-3238  phone  •  360-695-3252  fax  •  Vancouver,  Washington 
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RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  punluisc 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Uali  pnnts.  Each  pnnt  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dalr.  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector  s 
Newsletter".  ($15  per  issue) 
See  us  at  Dali  at  UCLA  July  14th 


Salvador  Dali 


A  RtTROSl'K  riVE 

OF  Mastfr  Prints 


l-(800)  275 

ask  for  Dept.  FM 
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through  July  27th,  2001 
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Luxury  Yachting 


L'ELEGANCE 


156'  FEADSHIP 


Luxurious  5  SR  Feadship.  Delightful,  comlotlable 
and  sophisticated  Interior  dicor.  Huge  sunbathing 
areas.  Ottered  lot  sale  or  charter.  Central  Agent. 


Superb  Interior  decor.  6  stateroom  layout.  Enormous 
sky  suite.  Huge  entertainment  deck  and  sundeck  areas. 
Loaded  with  toys.  For  sale  or  charter.  Central  Agent. 


2000  84'  Sunseeker  Manhattan.  4  stateroom  layout 
with  lull  tieam  master.  Caterpillar  power.  25  knot 
cniise.  Charier  New  YortciNew  England.  Central  Agent. 


15G'  Oceanlast  MY.  Transatlantic  range.  25  kts  lop 
speed.  Gorgeous  Interior  decor.  10  guests  In  5 
spacious  SRs.  For  sale  or  charter.  Central  Agent. 


MORAN  YACHT  &  SHIP  INC. 

WORLDWTOE  CHARTERS  •  YACHT  MARKETING  •  CONCTRUCTION  CONSULTANTS 

1300  S.E.  17th  St.,  Ft.  Lauderdale,  FL  33316  •  (954)768-0707 
E-mail:  sales^moranyachts.com  Web  Site:  http://«'ww.nioran,vat.hts.com 


Domestic  Agency 


Ncaionai  Placement 

•  Couples  •  Butlers 

C  r-  DOMESTIC  AGEr^CT 

•  Senior  Companions  — >— ■ — — 

•  Elstate  Managers  •  House  Managers 

•  Personal  Assistants 
Visit  our  full  service  Domestic  website... 
For  Uniforms  &  More 
www  .Planetdomestics.com 


Charge  your  ad. 
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E-mail:  mediopt@aol.com 


My  Receivables.coi-1 

^*  Tiolte  cos>p  flow 

SERVING  BUSINESS  SINCE  1972 

*  A/R  Financing 
*  A/R  Management 
800-593-0608  X123 


Domain  Registration 


FREE 

Dot  BIZ  Dot  INFO 
With  Each  Dot  Com 
Registration  Or  Transfer. 
www.1dni.net 
877-236-6638 


Business  Opportunities 


e-incorporate  .com 


*  Registered  agent  services 
*U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Hanijbook 

Delaware  Business  Incorporators,  Inc. 

800. 423.2993 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


CONSULTANTS 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


WHY  DIDN'T  ITHINk  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Advertisement 


Boos 


sales. 
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e  create,  print  &  mail  fuL 
color  postcards  at  a  grea' 
price!  So  whether  you  neet 
500,  a  million,  or  more  — 
starting  at  only  *95.  we  can' 
be  beat.  Just  send  us  you 
plioto,  message,  logo  (or  evei 
digital  flics)  &  mailing  list  — 
we  do  the  rest! 

FREE  SAMHjES 

Yisit  our  website  or  call  HO 
£or  your  postcard  kit '. 


800-959-8365 

modernpostcard .  com 


Business  Opportunitl 


  Air 

equtpmoit  Icmc*  •  Factoring  •  Bo 
lomof  ALLtypa  •  No  npehoioe  needed. 

SEE  FOR  YOURSI 
Visit  us  at  www.TicwTLCcoiii  when  m 

money  is  as  easy  as  receiving  your  E-n 
RECEIVE  A  COLOR  INFO  KIT 
AND  FSEE  VIDEO  SEMINAR 
The  Loan  Conaultants.  Inc_ 
iincel963 


Buy  Foreclosed  Proper 

Use  OUR  Money.  Split  Big  Profit 
Complete  Training.  Call  for  Frei 
Information  Package. 
8(X)-995-0O49  Ext  7675 


Advertisement 


Medical 


Physician  Prescribed 

Hum  Growtl 


lesWone 


TheNewBnglandJoumelcrf 
MedcffW/i^JOfts...' 

•  Increase  energy  levels 
2^  •   •  Reduce  body  fat 
=  •  Increase  lean  muscle 
I--J   ma^  &  strength 

•  Renew  sexual  drive 
&  performance 
•  Impro'/e  skin  tone 
&  reduce  wrinkles 


Visit  our  web  site...  www. 


com 


call  tdl  free 


Lihiiry  Yacht  in 


:  THEXYOl  CAN  SELECT  VOI  R  OW  N 

ENVIRONMENT.  YOUR  OW  N  SCENERY.  YOI  R  OWN  ISLAND! 

Cii.irrer  a  mcKor  Viichr.  motor  Siiiler  or  sailing  yacht  (roc  6  to  50.guescs. 
rrora  50'  to  20(X  and  $^(X^  to  S2(l,(HX)  ptr.  tkiy  tor  entire  vichr  with 
its  riill  crew"*  trom  V.AIEF  YACHTS,  accnts  tor  the  largest  tletc 
or  crewcxi  y.'.chrs  it)r  ciurccr  in  Crrecce.  ■  . 

IT  COSTS  NO  MORE  Tl-L^N  BEING  ON  A  CRUISE  SHIP 
BIT 

•  You  c.i'n  plan  your  o\\  n  itinerar)  with  your  own  captain 
•  Your  t"(HKl, w  ith  your  own  diet 
•  Your  drinks  w  ith  \  oiir  o\\  ri  stew  ard.  or  leave  it  up  to  them 
to.,  .pamper  Aou. 

.  VALEF  YACHTS  LTD  . 

interratiortal  Hii»li)ujnet?:  ~1U  Fir  RJ..  P.O.B.       Amble;.  PA  19002  Ui..\. 
Tel:an)(>4l-io24  •*2i5>(Hl-(;)423  MS(X)> 22i-38-*?  •  Fax: i21>! ChM'^o  ^ 
E-mail:  VALEF^  is.netcom.com  »  Website:  VALEFYACHTSxom 


Legal  Services^ 


Art  Galleries- 


Gourmet  Foods 


Real  Estate 


SET  PROTECTION 


)mestic  &  Offshore  Strategies 
panies,  Trusts,  Private  Banking 

laximum  Privacy  •  Tax  Savings 
ate  Planning  •  Global  Investments 


in  Sears,  CPA  •  Attorney  at  Law 

544-0622  •  www/.searsatty.com 


Hair  Restoration 


rhe  Natural  Decision 


c3i'! 


MEDICAL  HAIR 
RESTORATION' 

MO>E  THAN  30  lOUTIONS  NATIONWIDE 

Co//  for  a  free  Video  &  Brochure 

1-888-889-7703 


Fine  Art  for  Corporate 

and 

Individual  Collectors 
www.duntongallery.com 

(888)521-2130 


US.  U.K.  &  France 


6QUIUO 


never  limit  your  options 


www.equilio.com 
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GOURMET 


www.gottobegourmet.com 

866-820-FOOD 


Online  Casinos 


CASINO  WEBSITES 


Biggest  Profits  on  Internet! 
Licensed.  Fully  Managed. 
19K.  Guaranteed  Profits! 


877-685-1955 


ARIZONA  MOUNTAIN  LAND 

WITH  SPRINGS  592  ACRES 
$900  PER  ACRE-ALSO 
CONDO  PROJECT 
APPROVED  FOR  114  UNITS 
IN  TOMBSTONE  ARIZONA. 

OWNER  520-457-3015 


EXCEPTIONAL  AND  RARE 
DREAM  ISLANDS  FOR  SALE 

Throughout  the  World 
EUROPE,  USA,  CENTRAL  AMERICA, 

CARIBBEAN,  PACIFIC 
e-mail:  cenial.naurad@wanadoo.fr 

Fax:  (33)5  59  56  71  81 

or  (33)  5  58  77  26  19 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  561 -627-71 10 


T  H  n  U  R  H  T  S 

On  the  Business  of  Life 


T  A  7 

/^k    /    hen  I  was  ayoung  teener,  Marlene  Dietrich  was  our  sultriest,  husky-come-hither- 
voiced,  sexiest  goddess.  The  dictionary  defines  a  legend  as  "a  person  who  inspires 
▼        T       legends,  one  popularly  regarded  as  historical,  although  not  verifiable."  Dietrich 
certainly  is  historical  to  anybody  who  saw  her  films  and  heard  her  recordings.  Yet  it's  somewhat  sad 
to  say  that  she  is  verifiable.  She's  living  her  89th  year  in  near-total  seclusion  in  a  Paris  apartment. 
Said  her  spokesman,  "She  doesn't  want  anyone  to  see  her.  She  likes  to  have  people  think  of  her  as  she 


used  to  he.' 


The  worst  vice  of  the  solitary 
is  the  worship  of  his  food. 

—CYRIL  CONNOLLY 


Solitude  is  un-American. 

—ERICA  JONG 

True  solitude  is  a  din  ofbirdsong, 
seething  leaves,  whirling  colors, 
or  a  clamor  of  tracks  in  the  snow. 

—EDWARD  HOAGLAND 


The  whole  business  of  your  life 
overwhelms  you  when  you  live  alone. 
One's  stupefied  by  it.  To  get  rid  of  it  you 
try  to  daub  some  of  it  off  onto  people 
who  come  to  see  you,  and  they  hate  that. 
To  he  alone  trains  one  for  death. 

—LOUIS-FERDINAND  CELINE 


In  the  tumult  of  men  and  events,  solitude 
was  my  temptation;  now  it  is  my  friend. 
What  other  satisfaction  can  be  sought 
once  you  have  confronted  History? 

—CHARLES  DE  GAULLE 


The  more  powerful  and  original 
a  mind,  the  more  it  will  incline 
towards  the  religion  of  solitude. 

— ALDOUS  HUXLEY 


Solitude:  a  sweet  absence  of  looks. 

—MILAN  KUNDERA 


Alone,  even  doing  nothing,  you  do  not 
waste  your  time.  You  do,  almost  always, 
in  company.  No  encounter  with  yourself 
can  be  altogether  sterile:  Something 
necessarily  emerges,  even  if  only  the  hope 
of  some  day  meeting  yourself  again. 

— E.M.  CIORAN 


One  can  acquire  everything 
in  solitude  except  character. 


-STENDHAL 


There  are  days  when  solitude  is  a  heady 
wine  that  intoxicates  you  with  freedom, 
others  when  it  is  a  bitter  tonic,  and  still 
others  when  it  is  a  poison  that  makes 
you  beat  your  head  against  the  wall. 

—COLETTE 


— ^MALCOLM  S.  FORBES  (1990) 


Solitude  is  good  company  and  my 
architecture  is  not  for  those  who  fear 
or  shun  it. 

—LUIS  BARRAG;* 


An  artist  is  always  alone — if  he  is  an 
artist.  No,  what  the  artist  needs 
is  loneliness. 

—HENRY  MILL 


A  solitude  is  the  audience-chamber 
of  God. 

—WALTER  SAVAGE  LANDC 


We're  all  sentenced  to  solitary  confine- 
ment inside  our  own  skins,  for  life. 

—TENNESSEE  WILLIAl 


A  Text... 

And  the  light  shineth  in  darknes 
and  the  darkness  comprehendec 
it  not. 

—JOHN 

Sent  in  by  Brenda  Harmelin,  Miami, 
What's  your  favorite  text?  The  Forbes  Bool 
Quotations:  Thoughts  on  the  Business  ofLi] 
given  to  senders  of  Bible  texts  used. 


More  than  1 4,000  "Thoughts,"  arranged  alphabetical  I 
subject,  are  available  in  a  900-page,  one-voll 
deluxe  edition,  77k  Forbes  Book  of  Quotations:  Thou^l 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship  I 
and  $1  per  item  for  handUng  (add  applicable  sales  f 
To  order,  please  call  toll-free,  1-800-876-6556. 
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©2001  GM  Corp.  Buckle  up.  America!  ■  l-800-VbO-.i^JH 


YouVe  inspired  by  the  heavens. WeVe  inspired  by  the  structural  rigidity.The  impor 

convGi-tible.  you'll  discover  something  that  is  even  more  inspiring.  Namely,  the  way  its  been  engineered  from  the  ground  up  t 


a  stiff  backbone  that  allows  the  suspension  to  deliver  precise  handling  and  a  smooth  ride.That's  a  difference  you  re  likely  to 


S,  there's  inspiration.  Forget  about  all  of  that  breathtaking  scener/.  When  you  get  behind  the  wheel  of  a  Corvette^ 


ected  level  of  rigidity  in  a  convertible.  For  instance,  we  house  the  Corvette  drivetrain  in  a  structural  tunnel.This 


ely.  At  least  you  will  if  you  are  able  to  peel  your  eyes  away  from  that  beautiful  night  sky  for  just  a  second. 


corvette.com 


Wherever  you  are.  Whatever 
you  do.  A  company  of  the 
Allianz  Group  is  always  on 
your  side. 

To  us,  risk  management  means  thinking  the  unthinkable 
to  prevent  risk  turning  into  loss.  As  one  of  the  world's 
leading  global  insurers  our  financial  strength  and  technical 
expertise  combine  to  make  Allianz  Group  the  partner 
you  can  trust  whenever  and  wherever  you  need  us, 

Allianz.  The  Povi^i-  Qn  YQur  Side,  .         ^  , 


Allianz  @ 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 
Allianz  Group  companies  in  the  U.  S.  are: 
Fireman's  Fund  and  Allianz  Life  of  North  Americau 


ONE  OF  THE  COOLEST  BARS  IN  LONDON. 

WE  MEAN  NEW  YORK.  NO.  LONDON. 
OKAY,  NEW  YORK.  ALL  RIGHT  LONDON. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


Virgin  atlanticfj^^ 


MAKES  IT 
POSSIBLE 


Fortune  500  companies  demand  100%  uptime  and  reliability.  No  breaks.  No  glitches.  No  e: 
That's  why  they  rely  on  Rackspace  Managed  Hosting  to  handle  their  web  sites.  And  RacI 
in  turn,  trusts  AMD.  Surprised?  You  shouldn't  be.  During  the  past  two  years,  thouss 
AMD  processor-based  servers  at  Rackspace  have  delivered  rock-solid  reliability.  The  sea 


\ 


ire  monstrous  spikes.  And  the  real-world  capability  that  makes  it  possible  for  Rackspace 
not  just  great  service,  but  guaranteed  service.  The  fact  of  the  matter  is,  people  who  rely 
inology  rely  on  AMD.  So  if  your  business  has  to  meet  expectations  for  the  toughest 
ers,  find  out  how  AMD  makes  it  possible.  Learn  more  at  www.amd.com/rackspace 


mnoDMaaaiiiaaani 


>IWllllM«il 


Profitable  supplier  relationships  are  built  on  trust 
and  good  information.  Unfortunately,  neither  one  has  \ 
ever  come  all  that  easily.  But  now,  SAS,  the  world 
leader  in  data  mining  and  e-Intelligence,  has  joined 
forces  with  Dun  &  Bradstreet  to  bring  a  whole  new 
level  of  insight  and  certainty  to  your  many  supplier 
relationships.  Helping  you  to  seize  opportunities 
that  can  save  as  much  as  15%  on  your  total  supplier 
costs.  Savings  that  can  have  a  real  impact  on  your 
company's  profitability.  To  learn  more  about  this 
and  other  SAS"  solutions  for  business  decision  mak- 
ing, call  1-800-727-0025  or  stop  by  www.sas.com. 


csaa 

e-Intelligence 


The  Power  to  KnowL 


SAS  and  all  cither  SAS  Instilute  Inc.  product  or  service  names  are  regislered  Ifademarks  or  trademarks  of  SAS  Institute 
Inc  in  ihslUSA  and  other  countries  ®  indicates  USA  registration  ©  2001  SAS  Instilute  Inc  35622US.0701 
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i   The  Next  Small  Thing 

; . .  A  big  idea  from  the  realm  of  the  intensely  tiny:     '  V, 
•  ;    Nanotechnology  could  mean  denser  hard  drives, 
smaller  chips,  better  medicine.  By  Elizabeth  Corcoran 
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How  do  you  make  $1  billion  buying  out  technology 
companies?  Ask  Tom  Gores.  By  Phyllis  Berman 
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Foreign  stocks  are  off  to  a  bad  start  in  2001,  but 
'  .       things  should  improve  soon.  By  Megan  E.  Midligan 
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58   Pay  to  Play  Capitalism  comes  to      90   Holding  the  Bag  Clorox  tries  to 


America's  parks.  By  Elisa  Williams 

60   Novartis'  Headache  Peter  Breg- 
gin's  dubious  crusade  against 
Ritalin.  By  Michael  Freedman 

Companies,  People,  Ideas 

72    King  Bed  Lewis  Wolff  is  Amer- 
ica's premier  five-star  host. 
ByRiShawn  Biddle 
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110   Baby  Steps  Resheda  Hagen  grew 
up  with  an  order  from  Wal- 
Mart.  But  tough  terms — and  he 
own  mistakes — may  wreck  her 
company.  By  Victoria  Murphy 
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SIDE  LINES 


Take  Your  Medicine  If  you  are  not  Warren  Buffet 

you  have  at  least  a  few  stinkers  in  your  portfolio.  And  if  yo 
are  human,  you  find  it  hard  to  own  up  to  these  mistake 
You'd  rather  hold  on  to  losers  in  the  hope  that  they  will  corrl 
back  and  you  can  at  least  break  even.  Selling  the  occasion 
winner,  on  the  other  hand,  gives  you  a  psychological  boost 

But  wait  a  minute.  Are  you  trying  to  enrich  yourself 
the  tax  collector?  You  would  be  a  lot  better  off  with  a  disc 
pline  that  calls  for  holding  on  to  most  positions  indefinitel 
while  selling  losers  quickly  for  the  tax  loss.  Neil  Weinberg  an 
Michael  Maiello  make  the  case  for  buy-and-hold  investir 
on  page  150.  Here  I'd  like  to  put  in  a  word  for  the  tax  angl 

You  can  use  capital  losses  to  absorb  any  amount  of  cap 
tal  gains,  plus  up  to  $3,000  of  your  salary.  The  unabsorbe 
balance  is  carried  forward  indefinitely.  The  loss  carryforwan 
probably  won't  go  to  waste.  Even  if  you  are  religious  aboi 
holding  on  to  winners, 
the  day  will  come  when 
you  have  a  capital  gain 
thrust  upon  you — such 
as  in  a  cash  merger — and 
the  carryforward  will  be 
like  money  in  the  bank. 

No,  the  purpose  of 
investing  is  not  to  lose 
money  so  that  you  can 
claim  a  tax  deduction. 
But  bad  things  happen, 
and  you  should  make  the 
most  of  the  situation.  Say 
you  put  $200,000  into  a 
no-load  municipal  bond 
fund.  Rates  spike  up  and  your  principal  shrinks  to  $190,0C 
Quickly,  before  the  bond  market  recovers,  swap  into  a  simil 
muni  fund.  If  interest  rates  subside,  your  account  value  w 
be  back  where  it  started,  but  you  wQl  be  sitting  on  a  $10,0' 
tax  loss.  Fund  consolidation  accounts  of  the  sort  pioneer 
by  Charles  Schwab  &  Co.  make  this  no-load  swapping  eas; 

Another  nifty  product  for  the  tax-averse  is  the  compute 
ized  stock  portfolio,  of  the  sort  offered  by  FolioFN.  The 
portfolios  look  and  act  like  closed-end  fiinds,  but  there'- 
big  difference:  Since  you  own  company  shares  direcdy,  y< 
can  selectively  sell  the  losers.  Folio  automates  most  of  the  d 
tasteful  job  of  loss  harvesting. 

After  years  of  bull  markets,  losses  are  hard  to  tal| 
Swallow  hard  and  do  what's  right  for  your  portfoHo. 


Edito 
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A  laser  can  keep  you  from  getting  too  close 

to  the  car  in  front  of  you. 

One  more  reason  its  ahfa|J  of  evf^^  else^ 


THE  LS430-S  TECHNOLOGICAL  FEATURES  HELP  CREATE  AN  AUTOMOBILE  SO  ADVANCED,  YOUR  NEEDSARE  CATERED  TO  ALMOST 
INTUITIVELY.  THE  DYNAMIC  LASER  CRUISE  CONTROL*  SLOWS  YOU  DOWN  jp  IT  SENSES  YOU'RE  TOO  CLOSE  TO  A  CAR  TRAVELING 
AHEADOF  YOU.  THE  LEXUS  DVD  NAVIGATION  SYSTEM  (NAVy  IS  SIMPLE  TO  UNDERSTAND.  AND  RESPONDS  TO  VOICE  COMMANDS  THE 
INTUITIVE  CLIMATE-CONTROL  SYSTEM  CAN  SENSE  IF  YOU'RE  TOO  HOT  OR  COLD.  AND  AUTOMATICALLY  REDIRECTS  AIRFLOW  WHERE 
YOU  NEED  IT  MOST  HOW  DOESTHE  LS  430  KNOW  THESE  THINGS?  MORE  IMPORTANT  HOW  COME  OTHER  AUTOMOBILES  DON'T? 


Iexus.com 


THE  PASSIONATE  PURSUIT  OF  PERFECTIO 


•Only  available  as  part  of  the  Ultra  and  Custom  Luxury  SelecZT^Op^^^^^^T^^^^^^^K^^^fSSSf 

you  to  wear  seatbelts.  secure  children  ,n  rear  seat,  obey  all  speed  laws  and  dr,ve  respor,s,bly  For  more  miormat.or,  call  800-USA-LEXUS  (^007715398) 
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READERS  SAY 


Royal  Flush 

In  "Toilet  Totalitarians"  (Jt4ly  9,  p. 
20)  William  Baldwin  complains  that 
toilets  don't  work  anymore.  They 
aren't  allowed  to  use  more  than  1.6 
gallons  per  flush.  Baldwin  further 
states  that  he  is  looking  for  a  toilet 
that  uses  3.5  gallons  but  works  on 
the  first  try. 

I  have  one  word  for  Baldwin: 
Kohler.  I  remodeled  the  bathroom  in 
my  present  house  and  installed  a  new 
Kohler  toilet.  I  had  heard  about  prob- 
lems flushing  the  new  toilets,  but  I  have 
had  exactly  two  instances  in  which  the 
toilet  did  not  flush  all  its  contents  on 
the  first  try,  and  in  both  cases  a  second 
flush  did  the  trick.  Meaning  that  even 
then  I  saved  three-tenths  of  a  gallon  of 
water  each  time  compared  to  flushing 
an  older  toilet  once.  (The  toilet  I  use 
has  no  extra  parts  to  make  it  work.)  It 
just  works  better  than  many  older  toi- 
lets I've  used. 

MARK  LINCOLN 
Royal  Oak,  Mich. 

Pushing  for  Privacy 

"Prescription  for  Snooping"  (May  28, 
p.  62)  accurately  informs  the  American 
public  about  the  new  federal  privacy 
rule  that  is  going  to  affect  each  and 
every  citizen.  As  a  health  policy  analyst 
who  has  read  the  367-page  rule  (it's 
1,535  in  WordPerfect  format),  I  can  tell 
you  that  most  journalists  covering  the 
rule  have  not  reported  accurately 
about  how  it  permits  doctors  and  hos- 
pitals to  release  patients'  medical 
records  to  a  whole  host  of  third  par- 
ties— such  as  government  agencies — 
without  the  patients'  consent. 

SUE  A.  BLEVINS 
President 

Institute  for  Health  Freedom 
Washifigton,  D.C. 

Bungled  Billionaire 

Great  to  hear  that  Dennis  Washing- 
ton lives  in  luxury  after  the  Raytheon 
fiasco  ("Quicksand,"  July  9,  p.  50).  It 
sounds  like  only  his  big  ego  got 
bruised.  Unfortunately  we  sharehold- 


i  Want  My  Formula  One 

I  found  the  article  on  Bernie 
Ecclestone  ("Ringmeister,"  July 
9,  p.  90)  very  interesting;  one 
has  to  admire  aU  he  has  done  to 
promote  Formula  One.  (I  have 
followed  the  sport  for  years.) 
Unfortunately,  I  believe  he  has 
probably  caused  an  injustice  in 
the  North  American  market 
with  a  recent  television  con- 
tract. It  was  awarded  to  Speed- 
vision,  which  possibly  has  good 
coverage  but  isn't  on  cable  in 
my  area. 

This  year  I  have  seen  a  race  in 
Europe  and  will  be  at  Indy  in  the 
fall — so  at  least  all  is  not  lost.  I'm 
hoping  for  better  things  next 
year,  although  by  then  I  may 
have  resorted  to  installing  a  satel- 
lite dish.  If  Ecclestone  wants  to 
make  Formula  One  go  in  North 
America,  he  should  line  up  net- 
works that  reach  a  larger  per- 
centage of  homes. 

REX  HOPKINS 
Algonac,  Mich. 


ers  got  badly  bruised:  We  lost  the  to 
value  of  our  investment. 

ALISON  HOPPl 
Williamsport,  f 

A  Burden  Off  Your  Back 

FORBES  is  180  degrees  off  course  wi 
"Don't  Burn  the  Mortgage"  (June 
p.  212).  The  most  important  stefi 
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Customers  mill  try  anything  to  get  your  attention 
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Rre  you  ready  to  hear  them? 

Customers  can  be  unpredictable.  One  minute,  they're  trying 
to  reach  you  via  email,  and  the  next  they  are  calling  you  on 
the  phone.  PRC  provides  end-to-end  customer  service  across 
virtually  any  channel  that  your  customer  chooses  -  including 
phone,  email,  chat  and  fax.  In  fact,  we've  been  doing  it  for 
nearly  20  years  for  some  of  the  biggest  names  in  business. 
Want  loyal  customers?  Hear  them  with  PRC. 


For  more  information,  call  888-Call-PRC  or  uisit  iULUtu.prcnet.com 


Precision  Response  Corporation 

The  leader  in  integrated  customer  care 


©  Precision  Response  Corporation,  2001 
PRC  is  a  division  of  USA  Networks,  Inc. 


Imagine  the  power  of  a  leading  Imagine  the  strength  of  a  leading 

automotive  leasing  company.  commercial  finance  company. 


Imagine  the  stability  of  a  leading 
commercial  real  estate  resource. 


Imagine 
that  is  I 
label  m 


>/ a  company  Imagine  one  company  that  offers  it  all. 

\f  private-  With  the  financial  power  of  $184  billion, 

securities. 


GMAC  Financial  Services 

GMAC  is  a  Wholly  Owned  Sub.sidiary  of  General  Motors? 

www.  gmacfs.  com 


GMAC  Insurance  •  GMAC  Investments  •  GMAC  Mortgage  •  GMAC  Real  Estate  •  GMAC  Residential  Fiunling  Corp, 


FLEXJCT 

Only  Bombardier  Flexjet®  oi  i  lk'^  iiil  c  omi-lete  range  of  new  Leariet* 
Challenger®  and  Global  IIxpress®  |ets.  each  equipped  with  advanced  safetc 
systems  and  flown  by  highly  experienced,  well-trained  pilots.  As  the  world 
leader  in  blisiness  .wiation.  value  )ust  may  be  what  we  do  best  For  more 
information,  \tsit  wwwflexietcom.  or  call  l-ftOO-FLEXJET. 

BOMBARDIER  FLEXJST 


INVESTMENT  CHECKUP 


"I've  got  a  good  portfolio. 

I  think." 

Find  out  for  sure.  Get  a  second  opinion 
with  the  T.  Rowe  Price  Investment  Checkupf^ 

Stocks.  Bonds.  Mutual  funds.  With  so  much  to  choose  from,  it's 
hard  to  l<now  if  you've  made  the  best  investment  decisions. 
That's  why  T.  Rowe  Price  has  created  the  Investment  Checkup  — 
the  professional  portfolio  review  to  help  you  determine  where 
you  stand  in  relation  to  your  long-term  financial  goals. 

Make  sure  your  portfolio  is  on  the  right  track.  Call  for  your  free 
Investment  Checkup  Kit  today.  Your  Portfolio  Analysis  and 
Recommendation  carry  a  one-time  $250  advisory  fee. 


1 

-  8 

0  0  - 

5 

4  1 

-  4 

9  8 

3 

w 

w  w 

.   T  R  0 

w 

E   P  R 

1  C  E 

.  C  0 

M 

T.RoweFVice 


'Ik 


ADVISORY  SERVICES 


Investment  Checkup  is  a  service  of  T  Rowe  Price  Advisory  Services,  Inc.,  a  federally  registered 
investment  adviser.  ICU060336 


young  homeowner  couple  that  is  jii.s 
starting  a  family  can  take  is  to  pay  of 
the  mortgage.  | 

You  conveniently  forget  that  one  doei 
not  normally  buy  a  home  for  the  samt 
reasons  that  other  investments  are  made 
Any  family  that  buys  a  home  and  runs  it 
life  based  on  income  tax  laws  wall  bear  th( 
burden  forever.  The  time  required  to  at 
tempt  to  obtain  your  alleged  cash  saving 
could  be  better  spent  with  the  children. 

You  forget  the  "sleep"  factor — th 
comfortable  feeling  of  having  such 
big  obligation  behind  you.  You  also  for 
get  that  in  this  economy  a  family  witl 
both  spouses  working  soon  earn 
enough  to  phase  out  the  personal  de 
ductions  so  that  those  writeoffs  for  in 
terest,  property  and  taxes  are  losi 
What's  more,  you  didn't  mention  the 
once  the  mortgage  burden  is  off  a  cou 
pie's  back  their  cash  flow  could  ver 
well  increase.  I  thought  your  recom 
mendations  weren't  worth  the  papt 
they  were  written  on. 

FRED  FULD  Jl 
Palos  Verdes  Peninsula,  Calt 

Hollywood  Honcho 

"The  Wizard  of  MGM"  (May  28,  p.  12. 
was  like  reading  the  script  for  The  La 
Tycoon.  Alex  Yemenidjian  is  someor 
who  knows  the  price  tag  of  working  wil 
Kevin  Costner  shouldn't  be  Dances  Wt, 
Wolves  but  Viva  Las  Vegas.  I  don't  kno 
much  about  Hollywood,  but  my  gut  tel 
me  that  it  needs  a  guy  like  Yemenidjia 
a  man  smart  enough  to  pass  on  a  Ca 
rot  Top  movie.  However,  I  pray  he'll  fir 
the  strength  to  close  the  deal  on  Basic  h 
stinct  2. 1  don't  know  if  America  nee» 
the  sequel,  but  I  do. 

DREW  POWEl 
Richmond,  V 

Not  a  Perfect  Picture 

In  "The  World's  Richest  People"  (July 
p.  114)  a.  photo  of  former  Japanese  prin 
minister  Tsutomu  Hata  was  misiden 
fied  as  billionaire  Yoshiaki  Tsutsumi. 


n  Forbes  I 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/let1ers.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Be  fUelish 
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We're  the  top -performing  independent 

energy  company. 

And  things  just  keep  getting  better . . . 

We  are  increasing  our  natural  gas 
production  by  20%  per  year. 

Our  legacy  reserves  are  growing  by  50%. 

Expect  great  things. 


XTO  Energy  Inc.  •  810  Houston  Street  •  Fort  Worth,  Texas  76102  •  (817)  870-2800  •  www.xtoenergy.com  •  NYSE:  XTO 


Rated  top  performer  in  our  sector  over  the  past  five  years  by  Dow  Jones. 
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Jousting  for  the  jugular: 
Joe  Jamail. 


Like  Scorpions  in  a  Bottle 

►  Houston  lawyer  and  Forbes  400  member  Joseph  D.  Jamail 
Jr.,  75,  is  representing  another  lawyer  suing  Houston  plaintiff 
attorney  John  O'Quinn  for  maybe  $  1 7  million  in  allegedly  with- 
held fees.  Jamail — his  own  fortune  made  with  an  $11  billion 
verdict  for  Pennzoil  over  Texaco  in  1985 — has  been  spoiling  for 
a  fight  since  being  cut  out  of  the  Texas  tobacco  litigation  that 
ultimately  yielded  O'Quinn  and  four  other  lawyers  a  gigantic 
$3.3  billion  in  fees.  Pretrial  questioning  of  O'Quinn — who  is 
trying  to  move  the  case  out  of  Houston — has  wrung  juicy  ad- 
missions of  other  large  fees  and  of  alcoholism. — Daniel  Fisher 

Winner  of  the  Claude  Rains  Award 

►  The  Association  for  Investment  Management  &  Research  would,  of 
course,  be  totally  shocked  to  discover  that  bullish  stock  ana- 
lysts are  ever  influenced  by  their  firms'  underwriting  efforts. 


But  the  50,000-member  group  of  financial  ana 
lysts  and  portfolio  managers  did  recently  concec 
to  Congress  that  rules  to  prevent  conflicts  may  di 
needed.  Here's  our  quick  fix:  Start  enforcing 
long-standing  AIMR  ethics  mandate  that  an  ana 
lyst  "maintain  independence  and  objectivity 
making  investment  recommendations."  Hoi 
many  members  has  AIMR  disciplined  public 
since  1990  for  violating  this?  Zero.  — Lynn  Coa 

Dutch  Treat 

►  Some  U.S.  charities  are  getting  faxes  from 
supposed  law  firm  in  the  Netherlands  detailin 
a  big  bequest  made  by  one  John  R.  Spencer  an 
asking  for  bank  account  information  "to  ma 
the  deposit."  This  sounds  like  a  low-budg^ 
scam.  Couldn't  the  con  artist  have  affordec 
postage  stamp?       — ]anet  Novack  and  W.P.i 

So  Why  Aren't  All  Meteorologists  Rich? 

►  A  serious  new  academic  study  contends  stocks  perfori 
better  on  sunny  days  than  on  cloudy  ones.  Finance  profe: 
sors  David  Hirshleif  er  of  Ohio  State  University  and  Tyler  Shumw; 

of  the  University  of  Michigan  found  that  in  25  of  26  stoc 
markets,  returns  were  significantly  lower  on  overcast  day 
They  speculate  that  sunshine  causes  people  to  take  a  mo 
optimistic  view  of  things,  including  their  own  investment 
The  professors  conclude  that  if  trading  costs  are  minor,  "ii 
vestors  can  trade  profitably  on  the  weather." — Ira  Carnahc 

Somehow  We  Are  Not  Surprised 

EContent  Intelligence  is  a  fledgling  newsletter  by  Lyra  Researo 
Newtonville,  Mass.,  that  covers  the  aUing  Web  publishing  i: 
dustry.  Annual  subscription:  a  steep  $499.  Boss  Charles  LeComp 
admits  new  orders  are  "trickling  in  slowly." — Tim  W.  Fergusi 


This  Space  Simply  Isn't  Big  Enough  to  Print  a  Full  Year's  List  of  Rogue  Brokers 


If  stockbrokers  have  an  image  problem,  it  might  stem  from  criminal  cases  such  as  those  shown  below.  Indeed,  we  only 
had  to  research  back  three  months  to  find  these  sentencings  or  guilty  pleas  involving  registered  representatives.  —W.P.B. 


STOCKBROKER 

PLACE 

REPORTEO  DETAILS 

DISPOSITION 

Andrew  Bodnar 

Akron,  Ohio 

raised  $41  million  In  Ponzi  scheme 

pleaded  guilty;  awaiting  sentencing 

Robert  Catoggio 

New  York,  N.Y. 

masterminded  $150  million  stock  fraud 

sentenced  to  1 3  years 

Jacob  Chase 

Springfield,  Mass. 

laundered  $140,000  for  suspected  mobster 

pleaded  guilty;  awaiting  sentencing 

WLlliani  DeMorrow  III 

St.  Petersburg,  Fla. 

swindled  Investors  out  of  $i.5  million 

sentenced  to  4  years 

Lucas  AUen  Hutzell 

Greensburg,  Pa. 

grabbed  $346,000  from  in-laws 

pleaded  guilty;  awaiting  sentencing 

Alfred  Palagonia 

New  York,  N.Y. 

manipulated  stock  prices 

pleaded  guilty;  awaiting  sentencing 

Jerald  P.  Romine 

Wayne,  N.J. 

stole  more  than  $350,000  from  customers 

pleaded  guilty;  awaiting  sentencing 

Paul  Ryan 

Albany,  N.Y 

took  money  from  clients,  including  relatives 

sentenced  to  3  years 

Stuart  E.  Winkler 

New  York,  N.Y 

defrauded  investors  while  CFG  of  brokerage 

sentenced  to  3  to  9  years 
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New  Orleans 


Las  Vegas 

"A  steakhouse  to  end  all  arguments." 

-  NY  Times 

'The  quintessential  New  York  City  steakhouse." 

-  Gourmet 

"...perhaps  the  best  sirloin  of  my  life..." 

-  Chicago  Tribune 


Smith  &Wollcnsky„ 

49th  St,  &  3rd  Ave.  (212)  753-1530 

www.smithandwollenskyxom 


Smith  &  Wollensky  warmly  welcomes  the  American  Express®Card.  s 


Cards 


>out  ten  years  ago 
an  American  car  cbmpaity  named  San 
..      did  what  tio  one  expeetetf  they  coujn 
They  succeeded.  And^like  anyone  \yh(> 
experienced  a  bit  of  Success j  iS^ 
■(      :      for  son|ie  of  the  finer  things.  V  .^l^^^  .^ 

Maybe  that's  why  thty  designed  their  new 
cdrlinp  to  be  faster,  i^boniier,  more.  luW 
'•;:;',.^';>and;  yes,  ^niorc'ex^^         .;:  ; 
Bat  not  too  expenMm^Becaus^,  liW  we  s^ 
that  company^  name  is  Saturn. 


SATlfiN. 


FOLLOW-THROUGH 


JULY  24, 2000 


Ganging  Up 

IN  LAST  YEAR'S  E-GANG  ISSUE  WE  SAID  ACT  II  OF  THE  INTER- 
net  revolution  would  be  dominated  by  well-established  out- 
fits like  General  Electric  and  Hewlett-Packard,  who  would 
move  much  of  their  business  online.  That's  still  true:  Those 
who  use  Internet  technology  remain  in  commanding  posi- 
tions in  contrast  to  the  hemorrhaging  dot-commers.  Over 


the  past  year  combined  sales  for  the  eight  publicly  trade 
companies  we  featured  rose  by  a  third,  surpassing  $540  b 
lion.  Market  valuations,  of  course,  are  down:  Collectively  th 
group  lost  about  a  third  of  its  market  value,  sinking  to  $7? 
billion.  Cisco  Systems,  which  both  makes  and  uses  techno 
ogy,  was  the  hardest  hit,  writing  off  $2.2  billion  in  inventoi 
in  early  May.  The  networking-equipment  seller  saw  its  ma 
ket  value  sink  from  $437  bUlion  last  June  to  $136  billion 
late  June  2001.  GE  (at  $499  billion)  is  up  1.6%  and  Land 
End  ($1.2  billion)  is  up  17%.  — Elizabeth  Corcorc 


MARCH  19,  2001 


He's  Not  in  South 
Dakota  Anymore 

WHEN  WE  LAST  CHECKED  IN  WITH 
billionaire  Norman  Waitt  Jr.,  the  co- 


founder  of  PC  titan  Gateway  was 
bankrolling  independent  movies 
through  his  production  company.  Gold 
Circle  Films,  and  schmoozing  celebri- 
ties like  Mick  Jagger  and  Elizabeth  Hur- 
ley. Since  then  Waitt  has  truly  gone 
Hollywood.  In  February  he  was  slapped 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/MAY  15,  1926 

Oh,  Henry  For  a  smart  man,  Henry  Ford  has  some  queer  notions.  Lately  he  paid  three  hundred 
thousand  dollars  for  a  collection  of  old  fiddles.  But  he  earned  his  fortune  in  competition  with  the  smartest 
of  American  business  men.  He  gave  me  full  value  for  the  investments  I  have  made  in  Ford  cars.  If  he  wishes 
to  make  a  collection  of  cats  it  will  be  all  right  with  me.  — E.W.  Howe 

45  YEARS  AGO  IN  FORBES/JULY  I.  1956 

Taking  Stock  on  Main  Street  The  U.S.  has  not  seen  anything  like  it  since  the 

Pyramid  Club  craze  of  the  Forties.  Throughout  the  nation  last  month,  small  groups  of  small-time,  part-time 
stock  market  investors,  with  limited  bankrolls  and  great  expectations,  were  flocking  to  join  local  investment 
clubs.  In  Maine,  the  Katahdin  Club,  whose  membership  rolls  include  a  lawyer  and  a  lumberjack,  arranged  to 
meet  in  a  hunting  lodge.  Before  1951  there  were  no  more  than  400  investment  clubs  in  existence  anywhere. 
Today  there  are  somewhere  around  10,000  throughout  the  world. 

National  Association  of  Investors  Corp.  President  Kenneth  Janke  says  there  are  now  50,000  such  clubs  in 
the  U.S.  alone. 


25  YEARS  AGO  IN  FORBES/JULY  I,  1976 

Suits  are  Back!  Whatever  else  it  may  be  remembered 

for,  the  late  recession  brought  back  the  business  suit.  Not  only  the  suit, 
but  the  vest  U.S.  suit  sales  are  off  to  one  of  their  best  years  of  this 
decade,  and  up  to  90%  of  them,  depending  on  the  line,  are  being  sold 
with  vests.  Why  not?  What's  wrong  with  a  little  formality  after  a  genera- 
tion where  everyone  was  doing  his  or  her  own  sloppy  thing? 


with  a  strange-even-for-Tinseltoul 
lawsuit  by  the  company's  ex-presiderl 
David  Kronemyer,  who  was  fircl 
shortly  before  our  story  went  to  pre; 
Kronemyer  alleges  he  got  the  boot  b| 
cause  he  uncovered  sordid  sexcapadj 
involving  Waitt,  the  vice  president 
the  film  company  and  an  unnamtl 
young  woman.  In  a  cross-complai 
filed  in  May,  Waitt  charges  Kronemyl 
was  canned  for  embezzling  funci 
wJiich  Kronemyer  denies.  A  hearing] 
scheduled  for  July  30. 

— Kiri  Blake] 

APRIL  3.  2000 

Here  Today, 
Gone  Tomorrow 

LAST  YEAR  WE  CHRONICLED  NERVl 
Wire's  race  to  hire  95  high-tech  profj 
sionals  in  a  tight  labor  market.  Whal 
happened  since?  Layoffs,  of  courf 
NerveWire,  an  e-business  consultil 
firm  based  in  Newton,  Mass.,  let  a  fi  | 
of  its  300-person  staff  go  in  Mari 
Though  it's  still  hiring  for  some  pel 
tions,  it  quit  using  headhunters  anci 
only  posting  jobs  on  one  Internet  s  | 
slashing  its  per-hire  recruiting  col 
by  35%.  — Joanne  Gorc\ 
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MY  MIND 


EDITED  BY  TIM  W.  FERGUSn^l 


Price  Colluder,  Esq. 

Plaintiff  lawyers  increasingly  advertise 
but  rarely  compete.  And  bar  associations 
shy  away  from  helping  litigants  shop. 


JUDYTH  PENDELL 

DIRECTOR,  CENTER  FOR  LEGAL  POLICY 
AT  THE  MANHATTAN  INSTITUTE 

A  1975  Supreme  Court  decision  said  that  lawyers  who  fix 
prices  are  subject  to  antitrust  laws.  Why  is  it  then  that  con- 
tingency fees  in  tort  suits  are  all  but  rigged?  Where  are  the 
price  discounters? 

The  going  rate  for  representing  a  tort  plaintiff  (say,  the 
victim  of  bungled  surgery)  is 
33%  to  50%  of  the  cash  ex- 
tracted from  the  defendant'" 
insurance  company.  By  tra- 
dition, the  percentage  varies 
according  to  when  the  case  is 
settled:  before  trial,  after  trial 
or  after  a  trial  and  an  appeal. 
The  percentage  customarily 
does  not  vary  with  the 
lawyer's  skill,  the  stakes,  the 
amount  of  time  the  case 
commands  or  the  risk  that 
the  plaintiff  will  recover 
nothing. 

Intrigued  by  the  issue,  a 
group  led  by  Jeffrey  O'Con- 
nell,  a  University  of  Virginia 
Law  School  professor  whose 
advocacy  of  no-fault  car  in- 
surance makes  him  less  than 
popular  with  ambulance 
chasers,  surveyed  1,425  lawyer  ads  in  the  Yellow  Pages  of  a 
dozen  cities.  Only  437  ads  made  any  mention  of  fees,  usually 
to  explain  "no  fee,  no  recovery."  Only  seven  ads  mentioned 
the  specific  percentage  the  attorney  charges.  Only  one  ad  as- 
serted that  the  attorney  was  price-competitive. 

We're  all  familiar  with  recent  cases  in  which  crusading 
lawyers  succeeded  against  seemingly  long  odds  to  win  big 
damages  for  clients.  But  more  numerous  are  class  actions 
where  class  members  received  coupons  or  modest  payments 
and  their  lawyers  received  tens  or  even  hundreds  of  millions 
of  dollars.  Less  obvious  are  the  day-to-day  abuses  in  simple 
fender-bender,  slip-and-fall  and  product-liability  cases.  Here 
the  defendant  often  is  prepared  to  concede  liability  or  at  least 
to  settle.  The  time  and  work  required  is  quite  modest,  yet  the 


"None  of  the  referral  services  provides  any  written 
information  about  fees.  Some  will  orally  provide  the 
basics,  others  simply  point  callers  to  an  attorney." 


lawyer  takes  a  third  of  the  settlement.  This  can  result  in  ar 
effective  hourly  rate  rising  up  into  the  thousands  or  even  ten: 
of  thousands  of  dollars.  Another  abuse:  Some  lawyers  appM 
the  percentage  to  the  gross  recovery  and  then  take  ft-om  thil 
plaintiff  s  share  expenses  like  experts'  fees,  filing  fees  and  air 
plane  fares.  In  a  complicated  medical  malpractice  case  thii| 
formula  can  significantly  inflate  the  attorney's  fee. 

The  American  Bar  Association  has  a  rule  that  fees  are  to  b«| 
"reasonable,"  but  courts  rarely  enforce  the  rule.  The  publici 
meanwhUe,  appears  to  have  accepted  the  lawyers'  claims  thai| 
contingency  fees  in  principle  are  fair,  since  plaintiffs  don- 
have  to  pay  anything  if  they  lose.  Polls  suggest  a  belief  thaij 
contingency  fees  make  access  to  justice  possible.  But  plaintiJi 
lawyers  routinely  refuse  to  accept  cases  if  the  recovery  woulol 
be  small  or  there  is  a  likelihood  of  no  recovery. 

Also,  the  organizations  that  should  be  arming  the  publi  I 
with  the  information  that  would  motivate  them  and  instruci 

them  in  how  to  negotiate 
more  reasonable  contingencl 
fee  or  an  hourly  or  fixed  fee— I 
bar  associations — don't  d<| 
the  job. 

My  colleague  at  the  Man  I 
hattan  Institute,  Paul 
Howard,  did  an  informal 
survey  of  metropolitan  bal 
association  referral  service! 
in  Chicago,  Dallas,  Los  Angel 
les.  New  York  City,  and  cl 
suburban/rural  service! 
based  in  Albany,  N.Y.  an 
Austin,  Tex.  These  six  refer! 
ral  services  receive  a  com! 
bined  total  of  approximatell 
400,000  calls  a  year.  None  cl 
the  services  provides  an! 
written  information  aboil 
fees.  Some  will  orally  providl 
a  basic  explanation  aboil 
how  a  contingency  fee  works;  others  will  not  answer  any  quesi 
tions  about  fees  but  simply  suggest  callers  discuss  fees  wit| 
the  attorney  they  choose. 

Why  don't  lawyers  create  a  competitive  market  by  tradiiil 
off  lower  fees  for  higher  volume?  There  are  too  many  advarl 
tages  that  flow  from  the  current  level  of  "cooperation."  Firs! 
it  makes  possible  the  $25  million-plus  annually  contributed  b[ 
trial  lawyers  to  political  campaigns,  dollars  invested  to  pre  I 
vent  reform  of  the  liability  system.  Second,  it  facilitates  an  eri 
trepreneurial  opportunism,  whereby  high-risk  cases  with 
potential  for  significant  fees  can  be  pursued. 

Lawyers  like  to  think  of  themselves  as  pursuing  a  profeil 
sion.  But  lawyering  is  also  a  business  enterprise.  Let's  treat 
accordingly.  I 
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ARE  THE  BEST 


PPORTUNITIES 


FOUND  IN 


BULL  MARKETS?  OR  I 


BEAR  MARKETS? 


CREDIT 
SUISSE 


FIRST 
BOSTON 


www.csfb.com 


Buite  frankly,  it  doesn't  matter  whether  the  glass  is  half  full  or  half  empty.  It's  what  your  investment  bank  does 
I  ith  the  water  that  counts.  Our  28,000  employees,  top-ranked  research  and  $10  billion  in  equity  give  us  the 

obal  clout  to  execute  complex  transactions,  even  in  the  toughest  financial  conditions.  Because  it's  not 

iough  for  clients  to  succeed  in  bull  markets.  They  have  to  succeed  in  any  market. 

CSFB  I  EMPOWERING  CHANGEr 

I 

Issued  by  Credit  Suisse  First  Boston  (Europe)  Limited:  regulated  for  investment  business  in  the  UK  by 
The  Securities  and  Futures  Authority.  ©Copyright  2001  Credit  Suisse  First  Boston  Corp.  All  rights  reserved. 


Miiii  I  ■BwnnTurtTiniiidiiiiiiiiian 


Introducing  the  260-hp  Acura  TL  Type-S.  Attention  shutterbugs;  a  bristling  3.2-liter  V-6  and  lands 
photography  just  don't  mix.  So,  as  you  engage  its  5-speed  Sequential  SportShift "  automatic  transmission,  kindly  suggest  to  your  snap-h 
passengers  that  they  just  relax  and  enjoy  some  tunes  on  the  stereo.  And  leave  the  pictures  to  tripod-wielding  professionals.  ®ACUF 


THE  ACURA  CLASSIC.  TUNE  IN  AUGUST  5  ON  FOX.  PLEASE  CHECK  LOCAL  LISTINGS  FOR  TIMI 


FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-Chief 
"With  all  thy  getting  get  understanding" 


TRIUMPHANT  FIGHTER 


ERSEY  CITY  MAYOR  BRET  SCHUNDLER'S  UPSET  VICTORY  FOR  THE 
"Jew  Jersey  GOP  gubernatorial  nomination  last  month  has  na- 
ional  significance.  It  is  a  potent  re- 
ninder  that  in  politics,  message  matters. 

Schundler,  who  does  not  turn  to 
)oIls  to  find  out  what  he  believes,  has 
onsistently  demonstrated  a  knack  for 
urning  conservative  principles  into 
•olicies  that  appeal  to  traditionalh 
on- Republican  constituencies.  Jersey 
ity  is  only  6%  Republican;  minorities 
lake  up  65%  of  its  population.  Yet 
chundler  has  won  three  elections  there 
s  mayor,  the  last  two  by  landslides.  He 
oldly,  eloquently  sets  forth  his  agenda: 


cutting  taxes,  giving 
in  charge  of  health 


Mayor  Schundler's  grassroots,  can-do  conserva- 
tivism  wows  voters  across  the  political  spectrum 


;  parents  school  choice,  putting  consumers 
care  resources,  curbing  antibusiness  regu- 
lations, effectively  fighting  crime. 

New  Jersey's  increasingly  go-along, 
get-along  GOP  establishment  fiercely 
resisted  this  independent  man's  guber- 
natorial candidacy.  Nonetheless,  Bret 
won  the  nomination  resoundingly. 
(Full  disclosure:  I  chair  his  campaign.) 
Republicans  elsewhere  should  take 
note  and  take  heart:  Despite  media 
hostility  and  fierce  Democratic  opposi- 
tion, GOP  policies  will  triumph  if  Re- 
publicans are  willing  to  fight  for  them 
a  la  Bret  Schundler. 


FOR  OUR  SAKE,  AND  THEIRS,  BRING  THEM  IN 


URING  HIS  EUROPEAN  TRIP  PRESIDENT  BUSH  SUGGESTED 
lat  the  Baltic  states  of  Latvia,  Estonia  and  Lithuania  be  ad- 
litted  to  NATO.  Instead,  focus  should  be  on  Bulgaria  and 
omania.  Both  countries  lie  on  Europe's  political  fault  lines, 
ordering  troubled  Russia  and  Ukraine,  as  well  as  the  still- 
>latile  Balkans.  Both  have  been  making  difficult  internal  po- 
ical  decisions  to  gain  admittance,  including  helping  NATO 
its  1999  Kosovo  campaign.  Romania  also  prevented  hot- 
;ads  from  stirring  up  its  sizable  Hungarian  minority,  as 
[ilosevic  routinely  stirred  up  minorities  in  Yugoslavia.  Bul- 
ria  has  similarly  resisted  extremist  pressures  to  foment 
ouble  with  its  simpatico  Slavic  brothers  in  Macedonia. 


Some  critics  carp  that  NATO  has  outlived  its  usefulness.  Ac- 
tually, this  extraordinary  alliance  is  performing  a  critical,  stiU 
unappreciated,  role.  By  admitting  the  Czech  RepubUc,  Hungary 
and  Poland  into  the  alliance  several  years  ago,  NATO  gave  these 
states  that  fundamental  sense  of  security  that  comes  from  hav- 
ing concrete,  formal  ties  to  the  West,  which  has  been  essential  to 
the  successes  they  have  currently  achieved.  NATO's  security 
blanket  was  critical  to  Western  Europe's  rapid  recovery  from 
the  rubble  of  the  Second  World  War.  The  alliance  is  now  per- 
forming a  similar  role  in  central  Europe.  Giving  Bulgaria  and 
Romania  a  timetable  for  admission  would  help  avoid  more 
trouble  in  an  already  troubled  area. 


ONCE  A  KING,  AGAIN  A  KING? 


1946,  9-YEAR-OLD  KING  SIMEON  II  AND  HIS  FAMILY  FLED 
Igaria  and  went  into  exile  as  Communists  seized  power  and 
;ed  a  plebiscite  to  get  rid  of  the  monarchy.  The  former  king 
come  home — and  how.  His  new  political  party  has  won  a 
lashing  victory  in  recent  parliamentary  elections.  We  should 
i  )pe  this  will  start  the  process  of  his  reascending  the  throne. 

A  man  of  absolute  integrity  and  humility,  dignified  yet  ap- 
oachable,  Simeon  could  do  for  his  country  what  Juan  Carlos 
j[Ji  d  for  Spain  when  he  became  king  after  the  death  of  strong- 
an  Francisco  Franco  in  1975.  Surrounded  by  an  aura  of  sta- 
lity  and  legitimacy,  Juan  Carlos  provided  the  deft  guidance 
I  at  enabled  Spain  to  make  the  treacherous  transition  from  an 
thoritarian  state  to  a  vibrant,  deep-rooted  democracy.  When 


disaffected  army  officers  attempted  a  coup,  Juan  Carlos  put  his 
throne  and  prestige  on  the  line  to  quash  it. 

The  post-Berlin-Wall  era  has  been  difficult  for  former  com- 
munist countries.  Only  in  recent  years  has  Bulgaria  begun  to  bat- 
tle corruption  and  make  die  difficult  reforms  necessary  for  a  free- 
market  economy.  (Simeon,  it  should  be  noted,  has  a  deep 
knowledge  of  business.)  The  Bulgarian  people  want  their  coun- 
try to  be  part  of  the  modern  world;  a  restored  monarchy,  with 
Simeon  II  on  the  throne,  would  provide  the  values,  principles 
and  above-the-fray  stability  that  Bulgaria  needs  now. 

Bulgaria  might  then  provide  the  example  and  be  the  im- 
petus for  neighboring  Romania  to  follow  suit  with  its  also- 
exiled,  intensely  patriotic  King  Michael. 
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HAPPY  WARRIOR 


THIRTY  YEARS  AGO,  AFTER  BATTLING  A  TOUGH  LIBEL  SUIT 
(our  story  was  right,  but  we  had  needlessly  given  our  adver- 
saries openings),  we  made  one  of  our  happiest  and  most  fruit- 
ful decisions — to  retain  Tennyson  Schad  as  FORBES  maga- 
zine's libel  lawyer.  His  task  was  simple  but  profound:  to  make 
sure  that  what  we  wrote  didn't  land  us  in  court — but  if  it  did, 
that  we  would  win.  Tenn  turned  out  to  be  not  "just"  a  lawyer. 
He  was  at  heart  an  editor  and  an  artist.  And  in  our  hearts  he 
soon  came  to  be  regarded  as  family.  His 
death  in  May  was  a  blow  to  all  of  us. 

What  made  Tenn  Schad  special,  be- 
sides his  obvious  abilities,  was  his  opti- 
mistic, hard-charging  approach.  Rarely 
would  he  say,  "You  can't  do  that."  In- 
stead, he  would  find  ways  in  which  we 
could  make  our  point  while  protecting 
our  flank.  When  he  quizzed  a  reporter 
on  a  story,  it  was  to  ensure  that  the 
needed  digging  had  been  done  and  that 
the  judgments  were  on  target  and  sup- 
portable. More  often  than  not,  his  ad- 


Tenn  Schad  at  work.  Even  illness  couldn't  dim  his 
always  ebullient  spirit. 


vice  would  make  a  piece  sharper,  more  credible.  FORBES  writ 
ers  and  editors  quickly  sensed  that  Tenn  was  their  advocate.  W 
knew  that- if  a  story  subject  threatened  or  filed  an  action,  w 
would  ultimately  triumph.  Tenn  never  lost  a  libel  suit  for  us. 

Tenn  read  every  word  that  went  into  the  magazine.  Forme 
editor  Jim  Michaels  aptly  captured  Tenn's  meticulousnes: 
good  humor  and  near-indispensability:  "I  used  to  play  a  littl 
game  with  him.  I'd  take  a  fairly  ordinary  article  and  put  a  re; 

zinger  in  at  the  end — some  comment 
knew  went  beyond  what  the  stor 
could  support.  Then  I  waited.  Sut 
enough — sometimes  within  an  hour- 
my  phone  would  ring.  There  would  b 
a  chuckle  at  the  other  end,  and  Ten 
would  say,  'Hiyaa,  Jim.  What  are  yo 
trying  to  do  to  me?'  Of  course  he  ha 
caught  the  unjustified  statement.  He  a 
ways  did.  Though  his  name  never  ad 
peared  on  our  masthead,  no  account  < 
FORBES  magazine's  success  could  t 
written  without  a  chapter  on  Tenn." 


HOT-SHOT  PLOT 


Potshot-by  Robert  B.  Parker  (G.R  Putnam's  Sons,  $23.95).  The 
moral  here  is  to  be  on  your  guard  when  a  beautifiil  damsel  in 
distress,  particularly  a  blonde,  comes  to  you  for  help. 
Boston-based  Private  Investigator  Spenser  ends  up 
in  Potshot,  Ariz.,  a  former  mining  tovm  turned  yup- 
pie haven.  The  place  is  beset  by  an  extortion  gang. 
The  husband  of  the  blonde  who  hires  Spenser  has 
been  murdered,  supposedly  for  not  paying  tribute 
to  the  bad  guys.  Our  hero  ends  up  mobilizing  a  col- 
lection of  his  collaborators  from  mysteries  past. 
Plenty  of  twists  and  turns,  betrayals,  cow- 


ardice and  bloodshed  before  Spenser  and  his  merry  band  pil 
things  right.  Prolific  myster)'  writer  Parker  still  knows  how  tl 
hit  them  out  of  the  ballpark. 
Excerpt  She  was  quiet.  The  road  turned.  The  moo)\ 
light  shifted  so  that  it  slanted  in  behind  her  profile, 
the  pale  shine  of  it,  motionless,  with  her  eyes  closel 
she  looked  like  something  carved  out  of  alabastel 
Looking  at  her  I  felt  my  throat  tighten.  I  could  he\ 
my  breathing.  Leaving  her  to  go  off  and  rescue  Pel 
^0hot  seemed  unthinkable.  I  took  in  some  air,  slowX 
'jr   through  my  nostrils,  and  let  it  out  even  more  slowlyl 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  Hnsdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Hudson  Cafeteria-Hudson  Hotel,  356  West  58th  St.  (Tel.: 
554-6000).  Impressive:  soaring  brick  walls  with  an  open 
kitchen  island  in  the  center.  Try  the  iceberg  salad  with  May- 
tag blue  cheese,  the  chicken  paillard  with  oven-roasted  pota- 
toes and  mustard  dressing,  the  cherry-coke  jello,  the  choco- 
late cupcake  with  pistachio  ice  cream  and  the  butterscotch 
bread  and  butter  pudding. 

•  Mr.  Chow-324  East  57th  St.  (Tel.:  751-9030).  A  scene 
restaurant,  it's  noisy,  attractive  and  expensive,  but  the  fare  de- 
lights the  palate.  Chicken  satay  is  the  tastiest  we've  ever  en- 
countered; ma  mignon  (filet  mignon  with  wine  sauce)  is 


delectable;  and  the  lamb  with  spring  onion  is  delicious. 

Beppe-45  East  22nd  St.  (Tel.:  982-8422).  Brick  walls,  count! 
fabrics  and  china  evoke  a  Tuscan  country  inn,  but  the  foe 
though  beautiflilly  presented,  is  not  worthy  of  the  setting.  T 
wait  staff  also  needs  improvement  As  Beppe  is  only  four  monll 
old,  it  should  be  given  a  few  months  to  come  into  its  own. 
•  Occana-55  East  54di  St.  (Tel.:  759-5941).  Definitely  co 
tinues  to  deserve  its  Four  Stars.  To  start,  have  the  lobsl 
ravioU;  follow  that  with  anything,  from  the  striped  bass  to  t 
John  Dory  fish  to  the  loup  de  mer — all  subtly  seasoned.  F| 
dessert,  the  rhubarb  crumble  is  tops. 
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Picking  stocks  the  Janus  way  means  looking  at  every  company  like  a  new  territory. 
Mapping  out  every  corner,  every  nook,  every  cranny.  Going  beyond  the  numbers  and 
finding  out  where  they've  been.  Where  they're  going.  Where  the  roads  lead.  And  which 
look  like  dead  ends.  Before  your  money  goes  into  a  stock,  Janus  learns  the  lay  of  the  land. 


We  develop  innovative  pharmaceuticals  for  the  treatment  of  rheumatoid  arth 


So  that  even  people  with  rheumatoid  arthritis 


Everyone  wants  to  live  life  freely.  Unfortunately,  for  more  tfian  5  million  people  around 
the  world  that's  just  not  possible.  Simple  movement  that  most  of  us  take  for  granted  is  quite  painful 
to  them.  They  suffer  from  rheumatoid  arthritis.  At  Aventis,  one  of  the  world's  leading  pharmaceutical 
companies,  our  scientists  are  combining  their  in-depth  know-how  with  new  technologies  to  develop  more 
innovative  anti-rheumatic  treatments.  One  of  our  most  important  goals  is  to  fight  the  causes  of  rheumatoid 
arthritis,  not  only  its  symptoms  -  so  that  people  are  free  to  enjoy  whatever  moves  them. 

Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 


)y  very  moving  moments. 


OTHER  COMMENTS 


Summer  afternoon — summer  afternoon;  to  me  those  have  cdways  been 
the  two  most  beautiful  words  in  the  English  language. 

—HENRY  JAMES 


Lesson  Learned?  Total  federal,  state  and  local  spending 
for  education,  public  and  private,  reached  an  estimated  $389  bil- 
lion during  the  1999-2000  academic  year.  In  inflation-adjusted 
dollars,  this  means  America  is  paying  over  72%  more  today  than 
it  did  in  1 980.  Yet  academic  achievement  scores  for  students  in  el- 
ementary and  secondary  school  do  not  reflect  a  similar  increase. 
In  fact,  over  the  past  20  years,  scores  have  remained  flat.  Students 
are  also  lagging  behind  many  of  their  international  peers.  If 
America  could  spend  its  way  out  of  this  education  malaise,  it 
would  have  done  so.  U.S.  taxpayers  have  made  a  substantial  in- 
vestment in  public  education,  and  simply  continuing  to  increase 
spending  on  the  same  lackluster  programs  will  not  raise  chil- 
dren's test  scores.  What  is  needed  is  sound  education  reform. 

— KIRK  A.  JOHNSON  and  KRISTA  KAFER, 
Heritage  Foundation 

Opportunity  Knocks  The  case  for  the  second  round 
of  NATO  enlargement  is  more  complicated  to  make  than  for 
the  initial  round  in  1999.  In  each  their  own  way,  Poland,  Hun- 
gary and  the  Czech  Republic  had  played  an  important  part  in 
the  fight  against  communism — Hungary  in  1956,  Czechoslo- 
vakia in  1968  and  Poland  in  1981.  Add  to  that  sizable  ethnic 
communities  in  the  U.S.,  and  the  political  equation  was  not  dif- 
ficult. In  the  end,  80  U.S.  senators  voted  to  ratify  their  accession. 

The  case  for  the  second  round  should  be  as  compelling.  The 
area  of  instability  in  Central  and  Eastern  Europe  which  helped 
start  two  world  wars  needs  to  be  made  permanently  secure.  As 


"Please  turn  off  my  electronic  devices  and  refrain  from  using  your 
cell  phone  as  we  pass  through  the  darkness  and  into  the  light"  1 


Hungarian  Foreign  Minister  Janos  Martonyi  told  the  Washingti 
Times,  "I  am  afraid  there  will  be  instability  if  NATO  does  not  e 
pand.  Otherwise  the  countries  will  be  disappointed  and  insecu: 
Furthermore,  other  people  will  have  the  same  feeling" — the 
other  people  would  be  the  Russians.  "The  real  question  is  he 
this  part  of  Europe  will  be  shaped  in  the  next  25  years."  Th 
could  be  a  proud  legacy  for  the  new  American  president  to  bui 

— HELLE  BERIN 
Washington  Tin 

Accept  Responsibility  Serbia  faces  50%  uner 

ployment,  70%  inflation  and  1  miUion  of  its  citizens  (10% 
the  population)  on  food  aid.  The  economic  problems  are  di 
matic.  The  transition  Serbs  have  to  make — from  war  to  pea- 
from  communism  to  a  market  economy — is  not  an  easy  oi 
What  Serbia  needs  most  of  all,  though,  is  the  fuU-sc; 
"de-Slobofication"  of  its  system  and  society.  Our  own  u 
derstandable  obsession  with  Milosevic — to  the  exclusion 
the  broader  picture — has  not  helped  matters.  Until  Serbs  '<. 
cept  responsibility  for  what  got  them  here — Mflosevic  a 
aU  the  "willing  executioners"  who  unleashed  the  murder,  tc 
ture,  rape  and  expulsion  of  others — it's  hard  to  imagine  t 
development  of  any  healthy,  liberal  and  truly  democra 
order.  And  until  there's  progress  in  this  direction,  talki 
about  economic  development  and  a  "return  to  Europe"  v 
remain  a  futile  exercise  in  childish  naivete. 

— JEFFREY  GEDM 
American  Enterprise  Institu 
Wall  Street  Jouri 

Walk  the  Walk  Every  twenty  minutes  on  the  m 
palachian  Trail,  Katz  and  I  walked  farther  than  the  averi 
American  walks  in  a  week.  For  93%  of  aU  trips  outside  l 
home,  for  whatever  purpose,  Americans  now  get  in  a  car.  < 
average  the  total  walking  of  an  American  these  days — thi 
walking  of  all  types:  from  car  to  office,  from  office  to  c 
around  the  supermarket  and  shopping  malls — adds  up 
1.4  miles  a  week,  barely  350  yards  a  day.  That's  ridiculous 

— BILL  BRYSC 
A  Walk  in  the  Wo> 

Damn  Dandies!  Authorities  in  Kish,  an  Iranian  I 
land  popular  with  tourists,  have  banned  neckties,  on  ' 
grounds  that  they're  a  symbol  of  decadent  Western  cultui 
— CHARLES  OLIVER,  Reason 
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WE  STARTED  WITH 
E  MOST  POPULAR  DRIVER 
IN  AMATEUR  GOLF. 


THEN  REDEFINED  IT 
OR  THE  MOST  POPULAR 
PROS  IN  GOLF. 


I  Cell,  tie  Strthi.  HiKk  Ijt,  VFI  inil  ttt  H»k  Ei«  ml  inifs  m  triiltmarb  of  Cillaitiy  Golf  Compini  |  www.cullawoygeH.coni 


FORD  MOTOR  COMPANY  was  looking  to  give  its  250,000  employees  easier  access  to  core 
processes  from  wherever  they  happen  to  be.  Using  enterprise  software  from  Microsoft,  including 
Windows'"  2000  Server,  SQL  Server,™  Exchange  Server,  and  Office,  Ford  deployed  a  solution  that  helps 
users  connect  quickly  to  information  and  services  on  1,000  intranet  sites  from  anywhere  In  the  world, 
so  they  can  support  customers  and  securely  collaborate  with  their  colleagues  regardless  of  location. 


©  2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademari^s  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarl<s  of  their  respective  owners. 


his  computer  is 
raveling  to  Dubai. 

iniike  its  owner, 

he  computer  will  never 

le  homesick. 


erprise  software  from  Microsoft  lets  you  bring 
office  with  you.  Connecting  a  mobile  worl<force 
corporate  lieadquarters  is  easier  said  tlian  done, 
iourse,  tliat's  wliere  iVIicrosoft®  software  can  help, 
^'e  not  talking  about  people  merely  getting  e-mail.  This 

iioftware  built  for  the  Internet,  allowing  you  to  manage 
processes-such  as  analyzing  sales  forecasts, 
I'  'aging  customer  information,  or  managing  inventory- 
'  ?  on  the  go.  The  "office"  will  never  be  the  same.  Visit 
3Soft.com/business  software  for  thw  ^^.^u^  i>u^i,rcoo. 


NTEGRITY.    THAT'S    A    GOOD  POLICY. 


There  are  some  things  in  life  that  can  only  be  earned.  Some  things  that  can  only  be  felt  by  looking  in 
someone's  eyes.  Since  1912,  we  at  Kemper  Insurance  have  been  honoring  our  commitments,  day  by  day, 

claim  by  claim.  It  is  with  a  great  sense  of  responsibility  that  we  offer  protection  for  those  things  most 
valuable  to  you,  whether  it's  your  business,  auto  or  home.  And  with  every  "customer  we  serve  comes  the 
belief  that  the  other  asset  we  must  preserve  is  our  word.  For  more,  call  your  independent  Kemper 
Insurance  agent  or  broker,  visit  us  at  www.kemperinsurance.com  or  call  toll  free  1-866-2KEMPER. 


Kemper. 

Insurance  Companies 


The  policies  that  matter* 


COMMENTARY 


On  Events  at  Home  and  Abroad 

,  By  Ernesto  Zedillo,  former  president  of  Mexico 


FREE  TRADE  IS  THE  BEST  DIPLOMACY 


N  DEC.  11, 1994,  AT  THE  FIRST  SUMMIT  OF  THE  AMERICAS  IN 
iami,  Fla.,  our  hemisphere's  heads  of  state — I  among 
em,  in  my  first  foreign  pohcy  endeavor  as  president  of 
exico — committed  to  build  a  Free  Trade  Area  of  the 
mericas  (FTAA)  by  2005.  The  importance  of  this  free- 
ade  area  cannot  be  exaggerated.  It  will  create  a  market  of 
)out  800  million  people,  with  annual  production  worth 
)0ut  $11  trillion;  it  will  mean  more  export  and  investment 
jportunities  in  the  region — and  more  jobs.  Beyond  the 
onomic  benefits,  the  FTAA  will  provide  the  incentive  to 
ild  a  true  community  of  nations — sovereign  nations,  cer- 
inly,  but  interdependent,  each  caring  about  the  progress 
d  stability  of  the  others. 

Since  the  first  meeting  two  more  Summits  of  the  Ameri- 
s  have  been  held,  one  in  Santiago,  Chile,  in  1998,  and  the 
est  in  Quebec  City,  Canada,  in  April.  Progress,  however,  has 
en  slow.  When  the  Miami  declaration  was  signed,  we  ex- 
cted  that  by  2000  negotiations  would  produce  a  rough 
ledule  for  eliminating  trade  barriers  among  prospective 
AA  partners.  We  thought  the  smaller  countries,  especially, 
uld  want  such  a  schedule  so  they  could  make  the  necessary 
insitional  adjustments  before  the  FTAA  goes  into  effect.  But 
gotiations  to  produce  such  a  schedule  have  yet  to  start. 
Not  all  time,  however,  has  been  wasted.  Some  necessary 
)rk,  albeit  mostly  procedural  and  logistical,  has  been  dili- 
itly  done.  At  the  Santiago  summit  the  terms  of  reference  for 
;  FTAA  were  ready,  trade  ministers  were  instructed  to  begin 
I  gotiations  and  guidelines  were  issued  to  move  the  process 
I  mg.  But  the  Quebec  summit,  though  positive,  failed  to 
I  srten  the  target  date  for  the  completion  of  negotiations  to 
03.  The  unchanged  2005  deadline  is  too  far  away  for  prospec- 
e  members  to  find  the  political  will  to  complete  the  negotia- 
ns,  and  the  challenges  that  must  be  overcome  are  enormous. 

hy  Has  Progress  Been  So  Slow? 

ere  are  many  factors,  but  the  most  important  is  that  the 
S.,  the  country  that  launched  the  initiative,  has  failed  to  ob- 
n  the  necessary  "trade  promotion  (formerly  fast-track)  au- 
)rity"  fi-om  Congress.  In  retrospect,  nobody  should  have 
lected  Latin  American  governments  to  begin  discussing 
^)stantive  trade  liberalization  without  the  U.S.  government's 
'ing  been  empowered  with  trade  promotion  authority. 


Obtaining  this  authority  must  become  a  priority  for  the 
Bush  Administration.  Without  it  there  will  be  little  further 
progress.  Latin  American  governments  will  not  make  trade 
concessions  without  assurance  that  U.S.  trade  offers  are  firm 
and  cannot  be  withdrawn  piecemeal  by  Congress.  Further- 
more, not  just  any  kind  of  trade  promotion  authority  will 
be  useful.  One  by  which  Congress  imposes  ex  ante  too  many 
restrictions  on  the  U.S.  negotiators  would  be  as  bad  as  no 
authority  at  all.  For  instance,  if  Congress  pushed  for  unwar- 
ranted regulations  to  enforce  labor  and  environmental  stan- 
dards through  trade  sanctions  or  to  avoid  rationalizing 
existing  U.S.  safeguards  against  dumping,  a  severe  blow 
would  be  dealt  to  the  entire  process. 

Pressure  Points 

The  U.S.  government  will  need  to  resist  significant  protec- 
tionist pressures.  Don't  be  surprised  if  you  start  hearing  such 
unwarranted  slogans  as  "Save  your  job,  save  your  country!" 
or  such  absurd  claims  as  "FTAA  will  pit  American  and  Latin 
American  workers  against  each  other  in  a  race  to  the  bot- 
tom." Protectionists  forget  that  their  dismal  predictions 
about  Nafta  have  proved  to  be  dead  wrong. 

Unfortunately,  protectionist  interests  are  even  more  per- 
vasive in  most  of  Latin  America,  particularly  in  some  of  the 
bigger  countries.  The  political  leaders  of  the  region  will  need 
to  withstand  protectionist  pressures  in  a  less  than  propitious 
environment — a  backlash  against  globalization  and  econ- 
omies growing  at  a  slow  pace,  with  fewer  jobs  being  created. 

Negotiators  will  be  pressured  to  exempt  certain  sectors 
from  liberaUzation,  to  develop  too-stringent  rules  of  origin, 
to  permit  extremely  protectionist  antidumping  statutes  and 
to  allow  for  standards — technical  barriers  to  trade — that 
countries  can  unduly  use  to  prevent  foreign  competition. 
Unwarranted  tolerance  of  these  and  other  concealed  forms 
of  protectionism  will  defeat  the  FTAA's  goal  of  promoting 
the  economic  and  social  development  of  the  region.  Preserv- 
ing the  integrity  of  the  free-trade  objective  is  crucial. 

By  honoring  its  commitment  to  free  trade  the  U.S.  can  do 
much  to  encourage  Latin  America  to  look  forward,  not  back- 
ward, in  its  quest  for  development.  This  will  serve  U.S.  inter- 
ests economically  and  politically.  Free  trade,  after  all,  is  the 
best  and  least-expensive  diplomacy.  F 


Ernesto  Zedillo,  former  president  of  Mexico;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Paul  lohnson,  eminent  British 
historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column. 
To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forbes.com/commentary. 
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Introducing  New  Unicentef 

Conventional  enterprise  management  has  become  nothing  more  than  a  relic  in  the  world  of 
eBusiness.  Why?  Because  it  just  doesn't  provide  what  the  current  marketplace  demands- 
flexibility.  That's  why  we've  completely  reinvented  our  approach  to  enterprise  management 
with  new  Unicenter  This  revolutionary  range  of  solutions  for  managing  eBusiness  infrastructure 
lets  you  choose  only  the  components  you  need,  just  when  you  need  them.  But  because  it's 
still  Unicenter,  you  can  rest  assured  that  individual  elements  will  work  together  seamlessly. 
So  you  con  build  end-to-end  infrastructure  management  solutions  for  your  entire  business 
at  your  own  pace.  And  that's  an  idea  whose  time  has  come. 

HELLO  TOMORROW  |  WE  ARE  COMPUTER  ASSOCIATES  |  THE  SOFTWARE  THAT  MANAGES  eBUSINESS'"  ca.com/unlcenter 
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GROWTH  GRADE  FOR  BUSH 


VOTED  FOR  GEORGE  BUSH,  AND  YOU  PROBABLY  DID,  TOO. 
ix  months  ago  Bush  took  office.  Now,  judging  solely  on 
latters  concerning  business  and  economics,  are  we  happy 
^th  our  pick?  Any  buyer's  remorse  out  there?  Given  that  our 
Iternatives  last  November  were  Al  Gore  who,  mysteriously, 
an  against  prosperity,  and  Ralph  Nader,  in  his  thrift-store 
Dcks  and  with  his  grassy-knoll  suspicions — why  yes,  we're 
appy.  Sort  of,  anyway. 

Bush  is  no  Reagan,  that's  for  sure.  At  the  half-year  marker, 
ush  II  is  revealing  himself  to  be  more  a  replay  of  Bush  I  than 
nything  else.  That's  not  all  bad  news.  When  our  noggins  hit 
le  pillow,  we  feel  safe  in  our  land.  We  trust  our  servicemen 
Droad  are  safe.  We  know  our  White  House  interns  are  safe.  But 
or  dreams  of  prosperity  are  out  of  focus  and  disintegrating. 

It's  Bush's  recession  now.  Oh,  he  can  say  it's  not  his  fault, 
id  he'd  be  correct.  But  in  reality  he  has  three  years  and  three 
lonths  to  get  this  baby  burping  again,  or  he  can  go  back  to 
;xas  hammering  nails  for  Habitat  for  Humanity. 

Congress  is  a  jump  ball  in  15  months!  Short  of  war,  most 
aople  vote  their  wallets — and  there's  nothing  wrong  with 
lat.  What  Bush  should  ponder,  therefore,  is  this:  2%  or  less 
DP  growth,  and  he  might  as  well  kiss  both  houses  of  Con- 
ess  good-bye;  3%  growth  spUts;  4%  sweeps. 

uny  Growth  Kills 

I  were  advising  President  Bush,  I  would  say,  "Forget  this 
,iny,  petty  electoral  gamesmanship  Karl  Rove  has  cooked  up: 
\you  protect  American  steel  in  2001,  you  may  just  squeak  by  in 
mnsylvania  in  2004  and,  therefore,  not  need  Florida's  votes. 
iiink  bigger.  Think  Reagan.  Get  the  whole  darn  U.S.  econ- 
|ny  so  jacked  up  again  that  you  take  Congress  in  2002  and 
ilO  electoral  votes  in  2004.  Take  Minnesota  if  you  wish.  Take 
ashington  and  Oregon.  They're  up  for  grabs.  Even  take 
;Uifornia."  Now  that's  what  I  would  tell  President  Bush. 
I  Bet  your  presidency  on  growth,  man!  Robust,  rowdy 
!owth.  Supercharged,  caffeinated,  chug-a-lug,  bull-snorting 
;jowth.  Consider  3%  GDP  growth  to  be  a  mere  start . . .  first 
Ise.  Hit  4%  to  5%  growth  consistently,  and  you'll  not  only 
'jse  200 1's  recessionary  pain  but  also  be  on  the  way  to  dog- 
iping  some  of  America's  big,  long-term  challenges  as  well, 
ke  Social  Security.  Politicians  will  argue  until  hell  freezes 
er  as  to  whether  the  status  quo  or  privatization  is  the  cor- 
;t  path  to  Social  Security  salvation.  The  truth:  Growth 
ikes  both  paths  work;  puny  growth  kills  both. 
Growth,  growth,  growth!  Are  we  clear  about  this? 
A  few  other  specifics  I  would  toss  to  the  President: 


•  Continue  your  two-China  policy,  that  is,  considering 
Mainland  China  to  be  both  a  military  rival  and  a  trading 
partner.  Your  instincts  are  correct.  (By  the  way,  you  handled 
the  downed  spy  plane  crisis  superbly.) 

•  Don't  cave  in  on  free  trade.  If  steel  barriers  are  a  pawn 
being  used  to  play  for  the  real  prize,  presidential  fast-track 
authority,  we  support  you — nervously.  But  if  this  is  all  about 
petty  electoral  gamesmanship  (i.e.,  Pennsylvania  in  2004), 
you're  blundering  badly,  my  friend. 

•  Hang  tough  on  Kyoto.  Attack  it  directly,  or  rope-a-dope  it 
with  insincere  calls  for  more  studies,  as  you've  been  doing. 
We  don't  care.  Just  don't  sign  it!  Actually,  we'd  prefer  you  to 
attack  it  directly.  Reagan  would  have.  For  what  this  evU  idea  is 
all  about — and  nothing  more — is  EU  pecksniffs  wanting  to 
saddle  the  U.S.  with  their  regulatory  cost  structure.  Tell  you 
what.  Give  them  the  full  Monti  (read  Mario)  and  explain  the 
facts.  Carbon  dioxide  is  the  stuff  of  life.  It  sustains  plants, 
trees  and  grass.  If  you  think  there's  too  much  CO2 — a  doubt- 
ful proposition — plant  a  tree.  Don't  wreck  the  economy. 

•  Dump  Treasury  Secretary  Paul  O'Neill.  Sure,  he's  kept  his  trap 
shut  lately.  But  just  between  us  and  the  world's  capital  markets, 
the  guy  can't  be  trusted.  Around  every  turn,  when  he  thinks  no 
one  is  looking,  O'Neill  whispers  for  trade  walls  and  cheap 
money.  Clinton  and  Robert  Rubin — Democrats! — wouldn't 
have  dared  to  trash  trade  or  marry  the  dollar  to  the  euro. 

•  Another  reason  to  can  O'Neill:  He's  an  aluminum  guy  in 
the  age  of  photons.  Now,  I  like  aluminum  as  well  as  anyone, 
whether  poking  holes  in  the  sky  in  my  Cessna  or  getting  a 
buzz  from  three  cans  of  Diet  Coke.  But  wouldn't  you  agree 
that  an  understanding  of  finance,  software  or  telecom  is 
what's  needed  in  2001? 

•  Fire  Larry  Lindsey.  His  tax  cut  is  lamer  than  the  Pirates' 
bull  pen.  Out  of  the  chute  he  tripped  on  capital  gains  by 
telling  you  a  cut  wasn't  needed.  Wrong.  America  is  dying  for 
new  investment  capital  to  build  out  broadband  connections 
to  homes  and  small  offices.  A  cap  gains  cut  would  spring  new 
capital  faster  than  a  Clinton  pardon.  Yet  another  Lindsey 
head-scratcher:  Your  chief  economic  adviser  is  just  now  dis- 
covering, in  2001,  that  depreciation  schedules  for  software 
and  computers  are  too  long.  Wow,  what  a  futurist!  What's 
next,  Larry?  That  scientists  can  prevent  polio?  Replace  Lind- 
sey with  Lawrence  Kudlow  or  Brian  Wesbury. 

Fair  or  not,  it's  Bush's  recession  now.  A  big  test,  and  let's 
pray  he  passes  it.  F 


l^V^ft^AC  I  ^°      ^^^^  Digital  Rules  columns,  visit  our  Web  site  at 
I  www.forbes.com/karlgaard. 
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Gene  Jockeys 


B  I  0  T  E  c  H  I  Decoding  the 
human  genome  in  record 
time  was  easy  for  Celera. 
Producing  drugs— and 
profits— will  be  harder. 

BY  ROBERT  LANGRETH 

CELERA  GENOMICSCEMENTED 
its  place  in  scientific  history 
last  year  when  it  deciphered 
the  human  genetic  blueprint 
faster  than  government- 
sponsored  researchers.  Now  Celera  and 
its  president,  the  genomics  pioneer  J. 
Craig  Venter,  face  a  much  tougher  task: 
converting  its  reams  of  gene  data  into 
big  profits. 

Celera's  original  plan  was  to  avoid 
the  tremendous  risks  and  costs  of  de- 
veloping drugs  by  selling  gene  data  to 
drug  companies,  university  researchers 
and,  eventually,  ordinary  consumers  via 
the  Web.  To  smitten  investors,  Celera,  a 
separately  traded  unit  of  Applera  Corp., 
captured  the  promise  of  the  biotech 
revolution  and  the  Internet  age  in  a  sin- 
gle stock.  At  the  height  of  the  genome 
race  in  early  2000,  Celera  shares  briefly 
hit  $276,  for  a  rich  market  capitaliza- 
tion of  $14  billion. 

That  was  last  year.  The  genome  has 
been  mapped,  the  magazine  covers  are 
yellowing  and  Celera  shares  have 
sagged  to  $37.  Investors  have  decided 
the  value  of  its  databases  is  ephemeral. 
Only  six  of  the  world's  largest  drug- 
makers  are  buying  Venter's  data.  Heck, 
the  government  puts  its  genome  data 
up  on  the  Web  for  free.  The  company 
will  generate  a  respectable  $100  million 


in  revenue  this  year  but  is  far  from 
turning  a  profit. 

Venter's  answer  is  to  shift  boldly 
into  developing  drugs  and  diagnostic 
tests.  With  its  $1  billion  in  cash  Celera  is 
taking  on  some  of  the  world's  biggest 
drug  companies  by  devising  gene-tar- 
geted medicines  for  deadly  cancers  and 
other  diseases.  Venter  hopes  to  have  500 


researchers  working  on  drug  discov' 
by  year-end,  up  from  just  a  handful 
few  months  ago.  More  than  100  vf 
come  from  Celera's  planned  $174  nl 
lion  acquisition  of  Axys  Pharmaceil 
cals,  a  small  California  biotech  fi 
specializing  in  cancer  and  inflamnj 
tion.  Venter  vows  to  do  more  de;j 
"Maybe  it  is  arrogance  to  think  we  cl 


War  Chests 


2001  research  spending  ($bil) 
Pfizer 


Merck  I  $2.6 


o  it  faster  and  better,  but  we  have  new 
)ols  that  no  one  else  has,"  Venter  says. 

Venter  has  stiffer  competition  this 
me.  Instead  of  outracing  a  clunky  gov- 
i'nment  consortium,  Celera  must  bat- 
je  experienced  biotechs  such  as  Genen- 
!ch,  which  has  spent  years  searching 
)r  gene-targeted  cancer  drugs.  Drug 
evelopment  is  more  marathon  than 
ind  sprint,  the  kind  of  technology 
Iroject  at  which  Venter  excels.  "They 
lave  no  particular  track  record,"  says 
mas  Alsenas  of  ING  Furman  Selz  Asset 
Management.  Venter 
torts:  "Three  years 
;o    they    said  we 
)uldn't  sequence  the 
;nome.  It  would  be 
■etty  dumb  to  bet 
[ainst  our  team." 

By  simulating  how 

of  the  relevant  genes 
id  proteins  interact 
ith  a  drug.  Venter 
kpes  to  predict  which 
[ugs  are  most  likely  to 

effective  and  which 
;  most  likely  to  have 
le  effects.  He  figures 
lera  can  improve  the  success  rate  in 
nical  trials  from  1  in  10  to  as  much  as 
n3. 

Proteins — strings  of  amino  acids 
lose  formulation  is  dictated  by 
les — perform  most  functions  in  the 
dy  and  cause  disease  when  they  mal- 
nction.  The  field  of  proteomics,  the 
ilysis  of  proteins  on  a  large  scale,  is 
racting  a  large  chunk  of  pharmaceu- 
d  research  budgets. 
Celera  believes  its  advantage  lies  in 
werful  new  protein-analyzing  mass 
ictrometry  machines  from  its  sister 
Hnpany,  Applied  Biosystems,  coupled 
mh  its  vast  gene  database  and  huge  su- 
ifcomputers.  Celera  expects  that  sev- 
J  of  these  new  machines  working  in 
idem  should  be  able  to  analyze  as 
iny  as  100,000  protein  fragments  a 
: :   versus  a  few  thousand  a  day  with 
ler  technologies.  Celera  figures  it  can 
earth  hundreds  of  disease-causing 
Jteins  that  can't  be  found  through 
dying  genes  alone.  As  it  learned  by 


Here's  how  Celera's  R&D 
budget  stacks  up  against 
other  big  biotechs  and  big 
pharmaceutical  companies. 


i$5.0 


J  $0.4  Millennium  Pharmaceuticals 
J  $0.21  Celera  Genomics 
J  $0.15  Human  Genome  Sciences 

Sources:  Companies:  Celera  estimate 
from  William  Blair  &  Co. 


mapping  the  genome,  genes  alone  can 
lead  to  sketchy  conclusions.  (There  are 
only  30,000  human  genes,  not  the 
100,000  scientists  had  expected.) 

Over  the  next  several  months  Celera 
will  analyze  the  protein  fragments 
found  in  blood  and  tumor  samples 
from  hundreds  of  cancer  patients  and 
compare  them  with  healthy  tissue  sam- 
ples. A  dozen  computer  jockeys  will 
pluck  out  which  proteins  are  overabun- 
dant in  tumor  cells  but  uncommon  in 
healthy  cells.  By  matching  protein  frag- 
ments back  to  the 
genes  in  its  genome 
database,  Celera  hopes 
to  determine  the  full 
identity  of  the  proteins 
it  finds  and  to  glean  a 
rough  idea  of  their 
functions,  winnowing 
its  Ust  to  those  that  play 
a  crucial  role  in  cancer. 

Drug  development 
is  so  risky  that  most 
biotechs  specialize  in  a 
single  technology.  Cel- 
era boldly  plans  to  do 
it  all.  One  program 
aims  to  devise  therapeutic  cancer  vac- 
cines that  would  stimulate  the  immune 
system  to  attack  existing  tumors.  In  the 
past  it  has  been  hard  to  get  a  vaccine 
that  worked  consistently,  because  dif- 
ferent tumors  have  different  genetic 
makeups.  Celera  figures  its  systematic 
approach  will  conquer  the  problem  by 
finding  all  the  relevant  protein  variants 
in  a  tumor.  Overall,  Venter  figures  that 
the  company  will  find  so  many  poten- 
tial drug  targets  it  will  have  enough  to 
license  some  to  drug  firms  and  keep  a 
few  of  the  best  for  itself. 

Venter's  boss,  Applera  Chief  Execu- 
tive Tony  L.  White,  sometimes  wakes 
up  at  night  awed  by  the  size  of  the  chal- 
lenge facing  his  team.  But  he  feels  his 
company  is  going  in  the  only  possible 
direction.  "We're  risk  takers  and  have 
been  from  day  one,"  says  White.  "We 
plan  to  be  one  of  the  major  health  care 
companies  in  the  world  in  not  too 
many  years.  We're  going  to  give  it  our 
best  shot."  F 


Save  the  Aztek! 

AUTOS!  How  to  revive 
GM's  clunker?  There's 
always  the  Edsel  look. 

BY  ROBYN  MEREDITH 

NOT  SINCE  THE  FORD  EDSEL  HAS  A 
car  flopped  as  badly  as  the  Pon- 
tiac  Aztek,  a  hunchbacked,  slab- 
sided  cross  between  a  minivan,  sport 
utility  vehicle  and  station  wagon.  Nor 
has  a  car  design  been  so  pilloried. 
"Butt-ugly"  is  the  usual  description. 

Alas,  in  a  year  GM  has  sold  fewer 
than  half  the  75,000  Azteks  it  planned 
to  unload,  despite  a  high-profile  spon- 
sorship deal  with  the  Survivor  TV 
show,  hefty  rebates  and  $52  million  in 
advertising.  For  GM,  the  stakes  were 
high:  The  Aztek  was  aimed  at  drawing 
younger  folks  into  the  GM  fold.  Instead 
GM  has  put  the  leftovers  into  its  fleet 
for  engineers  and  managers  to  drive 
around  Detroit. 

In  a  classic  case  of  throwing  good 
money  after  bad,  GM  is  making  design 
changes  to  try  to  jazz  it  up.  Look  for  a 
monotone  paint  scheme,  a  rear  spoiler 
and  bigger  wheels  and  tires  by  January. 
And  a  drop  in  price  below  the  current 
$22,000. 

Just  kill  it,  say  experts  we  talked  to. 
"Once  the  world  has  declared  that  this 
is  a  funny-looking  loser,  you  can't 
change  the  marketplace's  mind,"  says 
John  (Jack)  Trout,  head  of  his  own 
marketing  strategy  firm. 

Perhaps,  but  maybe  the  answer  is 
to  exploit  the  loser  image.  Here's  what 
our  designers  came  up  with. 
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Salvage  Beasts 

T  E  c  H  I  When  telecom  asset 
prices  collapse,  buyers 
seek  new  uses  for  the  gear.  / 

BY  QUENTIN  HARDY 

ALMOST   DAILY,   IT   SEEMS,  SALES 
people  call  on  James  Sabry  and 
other  executives  at  his  biotechnol- 
ogy firm  offering  hot  bargains. 
They're  selling  hardware  like 
servers,  routers  and  storage  gear  at  discounts 
of  85%  to  95% — new  or  used. 

"There's  very  little  competition  to  buy 
this  gear,  and  hire  people,"  says  Sabry,  a 
physician-entrepreneur.  His  firm,  Cytokinet- 
ics,  uses  computing  power  to  run  biochemical 
tests  on  potential  drugs  to  vastly  improve  the  odds 
the  drugs  will  win  government  approval. 

Booms  and  busts  come  and  go.  Ingenuity  and  greed  are 
forever.  When  the  S&Ls  crashed,  their  bad  real  estate  invest- 


Out  of 
Steam 

DEALS  Flatiron 
Partners,  former 
stalwart  of  East 
Coast  venture 
capital  firms, 
has  gone  cold 
in  an  Internet 
second. 
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BY  NEIL  WEINBERG 

NEW  YORK  VENTURE  CAPITAL  HRM  FLAHRON  PARTNERS 
rocketed  to  fame  during  the  dot-com  delirium  by  in- 
vesting in  a  slew  of  Silicon  Alley  startups,  including 
TheStreet.com  and  now-defunct  Kozmo.com.  Now  it  looks 
like  the  once-hottest  VC  firm  on  the  East  Coast  is  barely 
hanging  on. 

With  many  of  its  holdings  in  the  tank,  in  June  the  five- 
year-old  Flatiron  {with  an  estimated  $757  million  in  assets 
under  management)  abandoned  its  headquarters  near  New 
York's  landmark  building  from  which  it  took  its  name.  It 
moved  in  with  parent  JPMorgan  Partners,  the  $24  billion 
(assets)  private  equity  arm  of  J.P.  Morgan  Chase  &  Co. 
While  JPMorgan  Partners  hasn't  formally  shut  off  the 
spigot,  future  Web  deals  are  likely  to  face  a  jaundiced 
reception.  "Flatiron  was  founded  on  the  notion  of 
investing  in  the  Internet,  but  there  is  going  to  be  a  dearth 
of  such  opportunities  over  the  next  few  years,"  says 
Stephen  Murray,  a  JPMorgan  partner.  The  parent 
considered  closing  Flatiron  entirely,  but  that  could  have 
posed  some  messy  problems,  says  a  source  close  to 
the  firm.  Morgan  may  not  have  wanted  to  wet-nurse 
Flatiron's  portfolio  charges  or  take  quick  writedowns. 
'     JPMorgan  says  it  never  considered  closing  Flatiron. 
\         Flatiron  Managing  Partner  Jerry  Colonna 
"^^     says  that  little  has  changed,  though  he  admits 
he  explored  bringing  in  new  investors.  At  best 
it  looks  like  Flatiron  will  do  a  handful  of  pure 
Internet  plays  and  help  JPMorgan  in  other 
deals.  Sounds  like  a  cold  shoulder  to  us.  F 


pi 


ments  found  buyers  (at  pennies  on  the  dolU 
who  found  new  uses  for  the  distressed  assets.  T 
same  thing  is  happening  to  the  billions  in  b 
telecom  bets. 

The  pickings  are  wildly  abundant,  thanks 
the  feckless  way  many  distressed  telecoms  me 
aged  their  assets.  Companies  rushed  to  impr 
Wall  Street  by  "installing"  lots  of  boxes.  But  th 
never  did  the  hard  work  of  hooking  them  ir 
anything  with  a  cash  register  at  the  other  ei 
Much  of  the  fiber  that  was  laid  was  nc 
connected  to  customers. 

The  situation  aboveground  may 
worse.  Cleveland's  BP  Tower  is  crown 
with  50  different  wireless  devices  such 
antennae  and  radio  repeaters.  Thirty 
them  are  not  in  use. 
Sabry's  company  tests  each  of  dozens 
promising  compounds  on  1,000  different  cells 
once,  checking  400  different  characteristics  at  a  time.  Int 
esting  results  are  turned  into  digital  images,  which 
searchers  access  from  remote  labs.  The  computing  demai 
rival  those  of  a  national  phone  n 
work.  Sabry  gets  a  big  break  in 
cruiting  talent:  Cytokinetics'  en 
neering  chief  came  from  a  fai! 
wireless  firm.  A  year  ago  telecom  i 
gineers  were  hard  to  get;  now  he 
hunters  offer  Sabry  talent  every  d 
GiantLoop  Network,  a  Bost 
firm  formed  by  veterans  of  stor 
giant  EMC,  has  picked  up  cheap,  i 
used  fiber-optic  cable  to  man; 
huge  regional  storage  facilities 
large  companies.  "This  crash  is  gr 
for  us.  We're  really  excited," 
Randy  Seidl,  GiantLoop's  execul 
vice  president,  noting  that  fil 
prices  are  down  50%  fi-om  a  year  a 
The  cheap  gear  and  am 
brainpower  from  telecom  coi 
spur  innovation  in  such  dive 
fields  as  aerospace,  weather  fo 
casting,  blood  analysis  and  pol 
tion  testing.  These  areas  all  lost 
ented  optical  engineers  to 
telecom  boom.  Now  they're  retu 
ing,  with  fresh  intellectual  prope 
Alas,  telecom  gear  obsolesct 
lot  faster  than  a  strip  mall  does.  S 
cialized  items  like  optical  switc 
from  multiple  vendors  don't  r 
and  match  easily.  But  at  a 
enough  price,  anything  is  a  buy. 


54     FORBES  -  Iulv  23, 2001 


_U  U  I  t  H  U  H  L 


Virtual  Takeover 


A 


0 


Odd  man  in?  Wyly. 


DUELS!  Sam  Wyly  has  little  leverage  in 
his  fight  for  Computer  Associates- 
except  a  record  of  beating  the  odds. 

BY  DANIEL  FISHER 

r  THE  HEIGHT  OF  A  BITTER  STRUGGLE 
over  Earth  Resources  in  1980,  an  exasper- 
lated  Daniel  Krausse  described  Sam  Wyly 
as  "brilliant,  but  like  a  kite  with  no  tail."  Wyly 
was  trying  to  force  the  sale  of  the  energy  and 
mining  company  he  had  founded  with  Krausse  in  1968,  even 
though  Krausse,  then  Earth's  president,  had  a  4-to-3  advan- 
tage on  the  board  of  directors  and  Wyly  controlled  only  24% 
of  the  stock.  Against  all  odds  Wyly  won,  selling  Earth  in  No- 
vember 1980  at  the  peak  of  the  market.  Even  better,  he  poured 
the  proceeds  into  U.S.  government  bonds,  then  yielding  15.5%. 

"My  kids'  and  grandchildren's  trusts  stiU  have  some  of 
those  coupons  coming  in  every  six  months,"  Wyly  laughs. 

And  he's  still  smiling  wide  as  a  fox.  Charles  Wang,  the  em- 
battled chairman  of  Computer  Associates  International,  had 
best  study  Wyly's  record  before  he  dismisses  the  Louisiana- 
born  entrepreneur  as  a  toothless  threat.  On  the  surface  Wyly's 
quest  looks  ridiculous.  He  wants  to  replace  Wang  and  CA's  en- 
tire board,  though  he  owns  but  a  pittance  of  the  $19  billion 
(market  cap)  company.  His  $55  million  stake  is  mostly  in  the 


I 


form  of  warrants  exercisable  between  $24  and  $ 
a  share,  $10  below  the  recent  price.  He's  opposed 
management  as  well  as  by  CA's  largest  sharehold 
the  reclusive  Swiss  billionaire  Walter  Haefni 
(Haefner  can  trace  his  21%  stake  back  to  19f 
when  he  sold  his  data  processing  business  to  Wyl 
University  Computing,  which  Wyly  himself  quit 
1979.  University  ultimately  was  sold  to  CA.) 

Wyly  himself  has  a  mixed  record  with  i 
vestors:  He  managed  to  sell  his  Sterling  Softwc 
to  CA  for  $4.2  billion  in  March  2000,  practica 
at  the  peak  of  the  technology  market.  But  ji 
three  years  ago  the  California  Public  Employees  Retiremt 
System  (Calpers)  singled  out  Wyly's  Michaels  Stores,  a  i 
tailer  of  craft  kits,  as  one  of  the  worst-run  companies 
America. 

Wyly  insists  he  took  Calpers'  criticism  to  heart.  "We 
born-again  good-governance  folks,"  he  says.  (You  won't  fi 
a  hint  of  contrition  on  his  Web  site,  wvm.samwyly.co 
where  he  posts  puff  pieces  written  about  him.) 

But  behind  that  smirk  is  a  well-thought-out  plan.  Whetl 
or  not  institutional  investors  back  his  slate  of  directors,  th 
may  be  helping  Wyly  behind  the  scenes,  says  DeWitt  Bowm; 
retired  chief  investment  officer  of  Calpers,  who  helped  oi 
chief  executives  at  Sears  and  GM  in  the  early  1990s.  "You  can 
with  the  gadfly — or  at  least  make  noises  like  you  are — and 
tempt  to  shake  up  the  board  and  get  them  to  act,"  he  says. 


Give  Us  Your  Deadbeats 


B  u  s  T  E  D  I  Is  economic  devel- 
opment getting  desperate? 
Regions  are  now  competing 
to  land  the  most  bankruptcies. 


BY  JOHN  GORHAM 

LIKE  MANY  BANKRUPTCY  ATTORNEYS 
in  Houston,  Marvin  Isgur  used  to 
recommend  large  clients  file  Chap- 
ter 1 1  in  Delaware's  federal  bankruptcy 
court.  Renowned  for  debtor-friendly 
judges,  the  Delaware  court  has  handled 
60%  of  all  the  big  bankruptcy  cases  na- 
tionally over  the  past  five  years. 

Texas  bankruptcy  courts,  on  the  other 
hand,  were  better  known  for  delays  and 
unpredictable  judges.  No  longer.  With 
large  Chapter  1 1  filings  climbing  fivefold 
between  1997  and  2000  nafionvkdde,  min- 
istering to  home-state  deadbeats  has  be- 
come a  source  of  civic  pride.  Fueling  the 
trend:  fat  attorney  fees. 

Dallas  and  Houston  judges  met 
with  attorneys  to  create  expedited  pro- 
cedures for  complicated  Chapter  1 1  fil- 
ings. In  the  Southern  District,  which  in- 
cludes Houston,  big  cases  are  ftmneled 
to  accommodating  judges.  The  charm 


offensive  is  working.  The  Southern  a 
Northern  districts,  which  include  D 
las,  garnered  8%  of  all  filings  of  pub 
companies  with  assets  of  $210  miUi 
or  more  this  year,  compared  with  2 
for  all  of  1999,  according  to  UCLA  1. 
professor  Lynn  LoPucki.  Isgur  recen 
advised  Texas-based  American  Hom< 
tar,  which  could  have  filed  in  Delawa 
to  file  in  the  Southern  District. 

The  Northern  District  of  Illinois 
also  looking  to  lure  deadbeats.  In  t 
Southern  District  of  New  York,  or 
known  as  a  debtors'  paradise,  attorne 
say  the  court  is  trying  to  win  back  bu 
ness  by  being  more  flexible  and  spee 

Which  explains  why  Delaware  is  c 
termined  to  retain  its  dubious  hon 
California  Judge  Randall  Newsome,  he 
ing  out  in  the  crowded  Delaware  court 
April  questioned  three  out-of-state  co 
panies,  including  WR.  Grace,  about  w 
they  were  filing  in  Delaware.  Within  d. 
the  U.S.  district  court  transferred  1 
cases  away  fi-om  him. 
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Show  Stopper 

GAMBLING  Las  Vegas  waits 
as  Steve  Wynn  quietly  dreams 
up  his  latest  project. 

BY  DOROTHY  POMERANTZ 

TRUE  TO  FORM,  STEVE  WYNN  IS 
more  entertaining  than  the 
shows  he  used  to  stage  in  his 
Las  Vegas  casinos.  "All  of  my 
friends  are  saying  FORBES  is 
calling  around  to  dig  up  dirt  on  me,"  he 
barks  into  the  phone.  "I'm  a  private  in- 
dividual. I'm  trying  not  to  be  interest- 
ing. I'm  trying  to  be  low-key." 

Sure.  Ever  since  since  he  ushered  in 
Vegas'  renaissance  in  1989  with  his  Mi- 
rage hotel/casino  and  its  exploding  faux 
volcano,  Wynn  has  been  the  source  of 
endless  speculation  on  the  Strip.  This 
time  it  involves  his  plans  for  the  Desert 
Inn,  the  reincarnation  of  one  of 
Howard  Hughes'  old  haunts.  After  sell- 
ing Mirage  Resorts  last  year  to  Kirk 
Kerkorian's  MGM  Grand  for  $6.4  bil- 
lion, Wynn  bought  the  212-acre  Desert 
Inn  property  from  Starwood  Hotels  & 
Resorts  for  $270  million,  then  hooked 
up  with  lapanese  gambling  billionaire 
Kazuo  Okada  to  develop  it. 

He's  kept  his  cards  close  to  his  vest 
ever  since,  leaving  much  of  Vegas  won- 
dering what  he'll  do  with  the  now- 
shuttered  hotel/casino  and  golf  course. 

With  a  few  exceptions,  Wynn  is 
about  as  close  as  it  gets  to  a  sure  bet. 
With  every  new  project  he's  almost  al- 
ways ushered  in  a  new  cycle  of  casino 
building  and  euphoria  on  Wall  Street. 
This  time  there's  hope  he'U  create  a  re- 
vival on  the  dreary  north  end  of  the 
Strip,  where  the  Desert  Inn  is  located,  a 
no-man's-land  of  aging  dowagers  and 
low-roller  joints. 

"Wynn  moves  the  50-yard-line  to 
the  Desert  Inn  with  his  project,"  says 
Paul  Pusateri,  a  former  Park  Place  exec- 
utive w^ho  is  working  with  Florida's 
Soffer  family  to  develop  an  S800  mil- 
lion London-themed  casino  on  the 
nearby  site  of  the  old  El  Rancho  hotel. 
"That  brings  more  foot  traffic  to  us." 
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Pusateri  and  the  Soffers  are  among 
several  casino  bosses  waiting  for  Wynn 
to  unveil  his  plans — which  he's  ex- 
pected to  do  in  October  around  the 
time  the  old  Desert  Inn  is  demolished. 

Next  door,  Sheldon  Adelson,  owner 
of  the  Venetian  casino,  plans  to  build  a 
1,100-room,  $200  million  expansion  to 
his  casino.  Across  the  Strip  from  the 
Desert  Inn,  occasional  Forbes  400 


member  Phil  G.  Rufifin  wants  to  m.  • 
over  his  New  Frontier  casino  in  a 

Francisco  motif. 

Once  Wynn  secures  financing 
his  project  (not  a  problem,  he  insis 
wary  investors  will  loosen  their  pu 
strings  for  Adelson  and  the  rest,  s 
Andrew  Zarnett,  Deutsche  Bank's 
nior  gaming  analyst. 

Wynn  will  only  reveal  that  Y 
"working  very  hard  to  create  a  spect 
ular  project."  Those  who  have  talkec 
him  and  have  seen  the  drawings 
scribe  more  of  a  "Frank  Lloyd  W'rig 
design  than  Wynn's  usual  prefere 
for  marble  and  gold.  "It's  going  to  h 
a  lot  of  natural  stonework  and  horizi 
tal  Unes,"  says  Richard  Rizzo,  chairn 
of  Perini  Building  Co.,  one  of  the  pi 
ect's  potential  bidders. 

"I  want  to  have  a  pretty  neighb 
hood  and  be  a  good  neighbor.     ■  " 
Wynn.  Doesn't  sound  like  the  r.  > 
bors  are  complaining. 


Pay  to  Play 

PARKS  Run  Grand  \ 
Canyon  like  a  business?  The 
idea  temfies  the  backpacker 
and  granola  crowd. 

BY  ELISA  WILLIAMS 

OLD  ECONOMIC  PHILOSOPm'  AT 
the  national  parks:  socialism. 
Meager  fees  collected  at  en- 
trance gates  are  shipped  off  to  the  U.S. 
Treasury.  Park  managers  wangle 
money  for  parking  lots  and  showers 
out  of  budgets  set  by  desk-bound  bu- 
reaucrats in  Washington. 

New  philosophy:  capitalism.  Park 
managers  finance  capital  improve- 
ments by  keeping  the  bulk  of  visitor 
fees  and  cutting  deals  with  private 
corporations.  The  corporation  builds 
the  parking  lot  or  whatever,  then  indi- 
rectly recoups  the  outlay  by  taking  a 
piece  of  the  gate  receipts. 

Capitalism  was  introduced  on  an 
experimental  basis  at  a  few  choice 
spots,  including  Grand  Canyon,  in 
1997.  That's  when  the  entrance  fee 


Fee  protesi 
see  Disneyfication  of  nar| 

doubled  to  $20  a  car  to  get  in.  The  p 
used  $7  million  of  these  new  fee 
pay  D.L.  Norton  Contracting  to  bi 
a  transportation  and  orientation  c 
ter.  Legislation  introduced  in  Cong 
in  June  would  make  such  surchargi 
permanent  option  at  all  275  miU 
acres  of  national  parks  and  forests. 

No  surprise,  the  Birkensti 
crowd  is  squealing.  "We  are  now  c 
tomers  of  our  ovra  land,"  pleads  D 
glas  Hoschek,  an  outdoor-appi 
consultant  and  opponent  of  the  fe 

Financial  control  at  a  park?  ' 
idea  sends  shivers  down  a  ba 
packer's  spine. 


:adillac  buick  oldsmobile  gm  c 
:hevroler     pontiac     saab  saturn' 


Low  tech?        Comfortable  wtfh  a  No.  2  pencil?  Or  a  Pentium  III  processor? 
H I         f  CCh  ?        whichever  way  you  do  business,  we're  equipped  to  help.  Whether 
Yes        '^^  up-to-the-moment  inventory  trackinj  via  Palm  handhelds  or 

^eftin^  questions  answered  by  a  real  live  human  bein^  Ima^ne  that. 
Visit  us  at  www5mfleet.com  or  call  toll  free  1-866-4-GM  FLEET. 

Fleet  and  Commercial 

Because  there's  no  other  business  like  yours. 
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A  Headache 
For  Novartis 


CRUSADES'  Psychiatrist  Peter 
Breggin  is  masterfully  leading 
a  campaign  against  Ritalin.  Could 
he  be  overstating  the  case? 


BY  MICHAEL  FREEDMAN 

PETER  BREGGIN  HAS  BEEN 
railing  against  psychiatrists 
since  lie  became  one  35  years 
ago.  In  more  than  a  dozen 
books  he  has  warned  against 
the  dangers  of  electroshock  therapy, 
Prozac  and  involuntary  admission  into 
psychiatric  hospitals.  Today  the  65 -year- 
old  Breggin  is  the  nation's  most  vocal 
critic  of  Novartis'  Ritalin  and  its  generic 
spinoffs,  claiming  the  medication  used 
to  treat  attention  deficit  disorder  is  vastly 
over-prescribed. 

It's  not  a  new  claim.  Yet  you  can 
credit  Breggin  for  almost  single-hand- 
edly reenergizing  the  anti-Ritalin  con- 
tingent, leading  to  a  flurry  of  lawsuits 
and  news  stories  in  the  past  12  months 
proclaiming  the  drug's  ostensible  dan- 
gers. His  crusade  is  so  visible  that 
lawyers,  legislators  and  journalists  rou- 
tinely turn  to  Breggin — and  often  Breg- 
gin only — when  they're  looking  for  anti-Ritalin  rhetoric. 

So  who  is  he?  A  Wisconsin  judge,  ruling  in  1997  on  Breg- 
gin's  credentials  as  an  expert  witness,  described  him  this  way: 
"He's  a  fi^aud,  or  at  least  approaching  that."  In  a  1995  medical 
malpractice  case  a  Maryland  judge  said  Breggin  showed  "blind- 
ing bias"  and  called  his  testimony  a  "house  of  cards."  His  con- 
clusion: "I  find  that  there  is  no  rational  basis  for  his  opinions." 

In  the  scientific  community  the  consensus  is  that  Breggin 
is  not  just  wrong  about  Ritalin,  but  dramatically  so.  The  sur- 
geon general,  the  American  Medical  Association  and  the  Na- 
tional Institute  of  Mental  Health  have  all  recognized  atten- 
tion deficit  as  a  mental  disorder  for  years.  "He  takes  the 
scientific  literature  and  sort  of  tvdsts  it  to  make  it  sound  very 
scary  and  very  dangerous,"  says  James  Swanson,  a  professor 
of  pediatrics  at  the  University  of  California  at  Irvine. 

Breggin  dismisses  this.  He  says  federal  agencies  and  legis- 
lators seek  out  his  expert  opinion  on  Ritalin's  risks  and  notes 
that  he  is  the  coeditor  of  one  peer-reviewed  journal  and  on 
the  editorial  board  of  several  others.  He  says  he  has  been  an 
expert  witness  in  more  than  50  lawsuits.  "Naturally,"  he  says, 
"critics  will  say  anything  they  damn  well  please." 


But  Breggin  acknowledges  tl 
he  does  no  controlled  clinical  i 
search  of  his  own.  Instead  he  ba 
his  opinions  on  scientific  journi 
patients  in  his  private  practice  a 
media  accounts.  He  has  made  soi 
wild  assertions  in  the  past  tl 
don't  help  his  credibility.  In  1 
books  he  has  claimed  it  can  be  ol 
for  children  to  have  sexual  relatic 
ships  (a  view  he  says  he  no  lonj 
holds)  and  that  the  vast  majorit)' 
women  have  been  sexually  abu' 
in  childhood. 

Today  Breggin  is  the  director 
the  International  Center  for  t 
Study  of  Psychiatry  &  Psycholog- 
nonprofit  he  founded  in  1972, 
years  after  graduating  from  C 
Western  Reserve  University's  mt 
ical  school.  Grandiose  as  the  t 
is,  the  center  consists  of  hims 
plus  a  couple  of  part-time  empl 
ees,  working  from  his  mod 
Bethesda,  Md.  home.  It  had  ann 
income  of  less  than  $25,000 
1999,  the  most  recent  year  in  wh 
tax  documents  are  available.  Br 
gin  makes  a  living  from  his  priv 
psychiatry  practice,  seeing  patients  25  hours  a  week.  He  a 
testifies  as  an  expert  witness  against  certain  psychiatric  tre 
ments  for  an  average  $350  an  hour,  plus  $3,500  a  day 
trials  or  depositions. 

Breggin  has  found  receptive  ears.  Bills  to  regulate  RitJ 
have  been  introduced  or  enacted  in  21  states.  Lawyers  ha\'e  fi 
five  class  suits  against  Novartis  Pharmaceuticals,  using  Breg 
as  a  medical  expert  in  one  of  those  cases.  (Last  year  Breg 
told  Congress  he  was  a  medical  expert  in  three  of  those  cas 
Two  of  the  suits,  in  California  and  Texas,  were  dismissed.  Pl^ 
tiffs  plan  to  appeal.  The  main  charge:  Novartis  conspired  \% 
the  psychiatric  establishment  to  create  the  disorder  by  unc 
vmting  research  that  transformed  symptoms  like  an  inabilit; 
finish  schoolwork  into  a  sickness  requiring  medication. 

Ritalin  is  a  powerful  drug  that  is  no  doubt  wrongly  p 
scribed  on  occasion.  But  Breggin's  shrill  views  could  harm  I 
with  real  problems.  He  tells  a  story  of  a  cab  driver  in  St.  Lc 
who  after  hearing  him  on  the  radio  took  his  son  off  Rita 
Most  doctors  would  cringe  at  basing  a  medical  decision  o 
radio  program.  But  Breggin  is  gratified:  "I'm  beginning  tc 
heard  in  the  culture."  He's  much  too  modest. 


"He  twists  scientific  literature  to  make  it  sound  very  scary  and  very 
dangerous."  Breggin  retorts:  "Critics  will  say  anything  they  damn  well  please." 
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It's  very  easy  to  proclaim  that  you  own 
the  network  of  tomorrow.  The  question,  of 
course,  is  what  do  you  have  to  offer  today? 

In  WorldCom's  case,  we  offer  our 
customers  the  world's  most  expansive*  IP 
network.  Namely  WorldCom's  own  UUNET 
network.  A  network  that  is  already  carrying 
the  data  and  ambitions  of  thousands  of 
companies  to  more  than  65  countries 
around  the  world. 

A  network  that  truly  is  next  generation. 
The  difference  being  that  it's  already 
serving  the  needs  of  this  generation. 
Leave  nothing  to  chance. 


Visit  www.woridcom.com/backup 
or  call  1-888-886-3829  for  a  no  cost, 
no  obligation,  backup  plan. 


on  global  PoPs. 
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Before  you  choose  a  broadband  provider  to  carry  your  customers'  mission-critical  information,  do  a  little  digging.  Y 
hiost  advanced  next-generation  broadband  network.  You'll  also  find  we  have  the  most  industry  awards.  It's  no  won 
To  discover  more  about  our  .40,000-n[iHe  network,  please  ca|)  1.8.66.G0.T0.WCG  or  visit  us  at  williamsconimunicati 


ATTENTION: 

WE'RE  MOVING  IVIOST 
OF  THE  LIVE  NEWS  AND 
SPORTS  IN  THE  U.S.  - 
WHILE  OUR  COMPETITORS 
ARE  STILL  MOVING  DIRT. 
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^  Buyout 

Buccaneer 


BY  PHYLLIS  BERMAN 

WILLIAMS  COMMUNICA- 
tions  Group  surprised 
no  one  in  announcing 
last  January  that  it  was 
unloading  a  moneylos- 
ing  division  that  designs  data  and  voice 
communication  systems  for  corpora- 
tions. "It  was  a  monkey  on  their  back," 
concluded  Andrew  Hamerling  of  Banc 
of  America  Securities. 

There  was  one  surprise  about  the 
deal,  however,  and  that  was  the  buyer.  It 
was  one  Tom  T.  Gores,  36,  of  Los  Ange- 
les. Who  is  he? 

Gores'  Platinum  Equity  is  all  but 
unknown  to  the  investment  banking 
community  back  East.  It  will  become 
well  known,  though.  From  a  standing 
start  in  1995  Platinum  has  done  30 
buyouts,  amassing  a  portfolio  of  com- 
panies with  a  combined  15,000  em- 
ployees and  S2.5  billion  in  likely  rev- 
enues for  2001.  To  get  there  in  that 
short  time  Tom  Gores  has  broken  all 
the  rules.  For  one,  he  specializes  in  the 
tech  sector,  an  area  thought  unsuitable 
for  leveraged  deals  that  depend  on 
steady  cash  flows.  For  another,  unlike 
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It's  supposedly  next  to  impossibi 
to  do  leveraged  buyouts  of  technolog 
companies,  but  this  nobody  made 
quick  $1  billion  doing  just  tha 


Kohlberg  Kravis  Roberts  and  its  ilk,  he 
has  never  raised  a  penny  of  equity  from 
pension  funds  or  other  institutions. 
Gores  uses  only  his  own  money  as  eq- 
uity and  leverages  against  it. 

Weirdest  of  all  is  how  Gores  gets 
properties  like  the  Williams  subsidiary 
to  bid  on:  by  cold-calling  big  compa- 
nies, asking  if  they  have  some  division 
they'd  like  to  get  rid  of.  He  has  six  peo- 
ple working  the  phone  all  day  long,  as  if 
Platinum  were  some  vendor  of  penny 
stocks  or  vacation  time-shares. 

Let  the  establishment  types  look 
down  their  noses,  but  Tom  Gores  is 
cleaning  up:  As  Gores'  private  fiefdom. 
Platinum  publishes  no  financial  figures, 
but  just  one  of  his  operating  companies 
is  easily  worth  Si  billion.  How  rich  he 
really  is  we  can't  say.  He  has  sold  six 
businesses  for  a  total  of  $160  million,  but 
he  hasn't  taken  a  single  company  public. 


Pretty  impressive  results  for  son 
one  who  has  been  out  of  the  field  of 
sion  of  most  Wall  Streeters.  The  lack 
visibility  is  not  entirely  bad  for  Gor 
since  it  makes  his  niche  far  less  crowc 
than  the  rest  of  the  LBO  business,  whi 
a  flood  of  new  players  in  the  p 
decade  has  depressed  returns. 

If  you  have  never  heard  of  Tc 
Gores,  you  might  nonetheless  km 
something  about  his  brother,  Alec, 
who  runs  a  rival  buyout  firm  call 
Gores  Technology  Group.  Gores  Tet 
nology  popped  into  view  when  it ; 
quired  the  remains  of  Learning  C 
Mattel's  disastrous  foray  into  edu« 
tional  sofl^vare  (FORBES,  Nov.  13,20C\ 
More  recently  Alec  Gores  has  gott 
some  press  for  taking  on  Hewle 
Packard's  VeriFone  division. 

The  talented  Gores  family,  of  Gre 
heritage,  immigrated  to  the  U.S.  frc 
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Israel  when  Tom  was  5.  Tom  and  Alec's 
father  ran  grocery  stores  outside  Flint, 
Mich.  Soon  after  Tom  graduated  from 
Michigan  State,  Alec  backed  him  in  a 
company  called  Ventech,  which  sold 
software  to  lumberyards.  Tom  mar- 
keted the  software  and  his  girlfriend, 
Holly  Murdock,  installed  it.  The  busi- 
ness was  a  bust,  but  Tom  learned  some- 
thing valuable  from  the  experience:  If 
you  want  to  make  money  in  computers, 
get  buyers  hooked  on  whatever  system 
you  are  selling.  Find  some  way  to  col- 
lect a  perennial  stream  of  revenues 
from  those  customers — as  Microsoft 
does  by  selling  upgrades,  or  IBM  by  ser- 
vicing a  legacy  of  mainframes,  or  Ora- 
cle by  leasing  its  databases. 

For  a  decade  Alec  and  Tom  were 
loosely  associated  in  a  variety  of  busi- 
nesses, and  Tom  ended  up  for  a  time  at 


Software,  which  had  a  base  of  cus- 
tomers using  its  software  to  run  call- 
and-repair  centers.  Having  sunk  a  mil- 
lion dollars  into  a  system,  a  Foresight 
customer  would  be  loath  to  switch  to  a 
rival  product.  Charging  that  customer 
for  upgrading  the  software  to  reduce 
the  length  of  customer  calls,  for  exam- 
ple, makes  a  tech  company  that  gener- 
ates cash  from  operations. 

Gores  applied  the  same  logic  to 
larger  and  more  complex  acquisitions. 
In  1998  he  bought  the  networking  op- 
erations of  Racal  Electronics,  on  which 
Racal  had  lost  $300  million  the  previ- 
ous year.  Gores  paid  $12.5  million  in 
cash  for  the  business,  giving  Racal  a 
ten-year  note  for  the  $35  million  bal- 
ance of  the  purchase  price.  Under 
Gores  the  Racal  sub  became  Milgo  So- 
lutions, which  de-emphasized  the  pro- 


nesses,  it  will  make  a  profit  bef 
goodwill  amortization,  he  says. 

Nextira  competes  head-on  v 
Equant,  a  publicly  traded  company  b< 
acquired  by  France  Telecom.  Equant 
$1.6  billion  in  sales,  $350  million  in  c 
and  $111  million  in  losses  over  the 
1 2  months.  Equant's  market  cap:  $5 
lion.  If  Nextira  is  worth  even  a  fourt 
much,  then  Tom  Gores  is  a  billion 
just  with  that  holding. 

Gores  has  no  institutional  inves 
to  impress  and  therefore  scant  use 
recruiters  at  fancy  business  schools, 
hires  people  he  knows.  Chief  of  acqi 
tions  is  Johnny  O.  Lopez,  who  had  b 
in  sales  at  Ventech.  Gores  persuaded 
other  Ventech  alumnus,  John  Digg 
to  leave  a  comfortable  job  at  Dow  J( 
to  run  first  Foresight  and  then  mar 
ing  for  all  of  Platinum.  Treasure 


Let  establishment  types  look  down  their  noses,  but  Gores  i 
.cleaning  up.  Just  one  oUus  companies  is  worth  $1  billion. 


Gores  Technology.  In  1995  he  left  to 
open  Platinum,  and  he  married  Holly. 
(They  have  two  kids.)  Did  Tom  and 
Alec  have  a  falling-out?  Tom's  only  ex- 
planation: "Our  styles  differ." 

They  do  indeed,  though  the  brothers 
sometimes  look  at  the  same  properties. 
Alec  buys  outfits  with  other  equity  part- 
ners, puts  little  money  down  and  often 
flips  them  quickly.  Tom  has  hung  on  to 
all  but  a  handful  of  Platinum's  acquisi- 
tions, integrating  them  into  several  oper- 
ating companies.  Platinum  Equity,  then, 
resembles  not  so  much  a  KKR  buyout 
fund  as  a  miniature  Berkshire  Hathaway, 
the  portfolio  run  by  Warren  Buffett. 

Buffett  is  famously  averse  to  tech- 
nology because,  he  says,  he  doesn't  un- 
derstand it.  LBO  firms  stay  away  for  an- 
other reason:  Tech  companies  are  not 
usually  generators  of  cash.  They  cannot 
support  the  debt  usually  used  to  fi- 
nance a  buyout.  There's  an  exception, 
though:  Tech  companies  that  spend 
minimally  on  new  products  and  yet 
have  legacy  customers  that  pay  for 
something,  like  service. 

In  1 996  Platinum  bought  Foresight 


duction  of  hardware — multiplexers, 
fiber-optic  cabling  and  such — in  which 
it  was  competing  with  Cisco  and  Nortel 
Networks.  Instead  Milgo  built  up  its 
service  business,  advising  clients  before 
they  built  their  data  and  voice  net- 
works, as  well  as  servicing  those  systems 
when  they  were  up  and  running.  In  sLx 
months  the  business  turned  profitable. 

Buying  things  that  could  be  made 
not  just  profitable  but  cash-positive 
gave  Gores  a  lot  of  flexibility.  He  could 
dispense  v^th  the  usual  back  door  used 
by  LBO  dealsters,  that  a  bid  was  contin- 
gent on  financing.  "I  made  a  couple  of 
deals  up  front  that  created  a  lot  of  liq- 
uidity," brags  Gores.  "I  was  amazed  at 
how  quickly  we  built  up  a  war  chest." 

Gores  bought  the  Williams  Com- 
munications subsidiary  for  $400  mil- 
lion, and  combined  it  with  Milgo  to 
create  a  company  called  Nextira.  Nex- 
tira designs  and  services  voice  and  data 
communication  networks.  It  wiU  take 
in  $1.45  billion  of  revenue  this  year, 
predicts  Gores.  With  only  $150  million 
in  debt,  and  with  a  staff  pared  to  5,500 
from  6,500  in  the  predecessor  busi- 


Platinum  is  Robert  Joubran;  teer 
Tom  had  worked  at  Joubran's  fatf 
grocery.  This  crew  is  fiercely  loya 
Gores,  and,  as  one  investment  bai 
says,  "They  all  work  like  dogs." 

They  are  sufficiently  close-knit 
they  can  be  all  over  the  map.  Gc 
Lopez  and  the  cold  callers  are  in 
Angeles.  Diggins  operates  out  of  ar 
fice  in  New  Jersey.  The  corporate  < 
center,  purchased  for  a  song  fro 
dying  e-commerce  operation,  is  in 
lanta.  Chief  Operating  Officer  P\ 
Norment  is  on  the  road  most  ot 
year,  but  his  home  base  is  Boston. 

In  one  way  Tom  Gores'  busine 
getting  easier.  He  has  done  enough  <: 
to  be  taken  a  lot  more  seriously  b) 
■tential  sellers  now  than  he  was  at 
outset.  On  the  other  hand,  sue 
breeds  competition.  Larger  and  be 
known  players  are  crowding  into 
buyouts,  including  Francisco  Partr 
a  fund  run  by  Robertson,  Stepher 
Company  founder  Sanford  Robert.' 

Gores  has  advantages.  Give 
some  time,  and  he  could  be  a  ser 
competitor  to  Henr}'  Kravis. 
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Canon  on  the  Loose 


BY  PAUL  KLEBNIKOV 
AND  BENJAMIN  FULFORD 

JAPAN'S  CANON  INC.  HAS 
come  a  long  way  since  its  days 
as  a  manufacturer  of  cheap 
cameras.  In  the  1950s  its  aim 
was  to  beat  Leica,  the  German 
camera  maker.  It  did,  and  it  went  on  to 
beat  out  a  mighty  office-equipment  rival, 
Xerox,  by  making  digital  copiers  and 
teaming  up  with  Hewlett-Packard  to 
dominate  the  desktop-printer  business. 
The  stock  market  has  celebrated  this 
achievement  by  crushing  Xerox  (market 
cap  of  $37  billion  in  1999,  S6  billion 
today)  and  handing  its  glory  to  Canon 
($15  billion  then,  $35  billion  now). 

Much  of  Canon's  success  against  its 
archrival  has  come  on  the  watch  of  the 
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company's  president,  Fujio  Mitarai,  65. 
A  nephew  of  a  Canon  founder,  Mitarai 
spent  23  years  working  in  New  York  be- 
fore returning  to  Japan  in  1995  to  head 
the  company.  "I  never  dreamed  Canon 
would  eventually  match  Xerox,"  he  re- 
calls. "For  me,  Xerox  was  a  giant." 

"I  don't  think  we  have  beaten  Xerox," 
he  adds.  "It  is  not  that  easy  to  break  into 
its  market."  Then  he  says  rather  craftily: 
"Xerox  and  Canon  compete  with  each 
other,  but  they  also  coexist." 

Mitarai  is  right  not  to  declare  victory. 
Xerox  not  only  has  a  multitude  of  big 
corporate  accounts,  it  retains  a  techno- 
logical edge  at  the  high  end  of  the  print- 
ing and  copying  market.  And  Canon  is 
not  yet  a  true  multinational. 

"Like  so  many  Japanese  companies. 


Canon  used  to  focus  on  sales  volun 
says  Mitarai.  "Now  our  philosophy  is 
profits  come  first."  Last  year  Cai 
earned  $1.2  billion  on  $24  billion  in  Si 

Mitarai  listed  Canon  on  the  KV'SEpj 
fall.  He  hopes  to  list  his  American  s 
arm.  Canon  USA,  separately  to  enab 
to  buy  other  companies  through  st 
swaps.  He  expects  that  by  2005  sow. 
billion  will  be  coming  from  new  pi 
ucts.  His  eye  is  on  digital  photogra 
That  means  Kodak,  Fuji  Film  and  S 
are  in  line  for  a  siege  of  the  son 
mounted  against  Xerox. 

It's  easy  to  see  why  a  camera  m; 
would  want  to  move  as  quickly  as  pc 
ble  from  film  to  silicon  as  its  recorc 
medium.  In  the  heyday  of  film  cam 
the  equipment  makers  beat  each  o 


?1 


BOl 


to  death  with  price 
competition  while  the 
big  money  was  made  by 
Kodak  and  Fuji  selling 
and  processing  film. 
That's  just  human  na- 
ture. You  may  spend  no 
more  on  a  camera  than 
on  film  over  its  lifetime, 
but  you  are  more  likely 
to  comparison  shop  for 
a  $400  piece  of  equip- 
ment than  for  a  $4  roll 
of  film. 

"The  more  we 
made  nice  cameras,  the 
more  we  helped  Fuji 
and  Kodak,"  says  Mi- 
tarai.  "With  digital  cam- 
eras, the  consumables 
[paper  and  ink  car- 
tridges] are  in  our 
hands.  We  can  sell  the 
printer  with  the  cam- 
era." Canon  not  only 
makes  the  cameras  and 
printers  but  expects  to 
offer  each  one  its  own 
Internet  address — that 
way  you  can  connect 


r  camera  in,  say,  Venice  directly  to 
T  printer  in  Detroit. 
Sales  of  digital  cameras  have  recently 
a  doubling  every  year  (to  11  million 
Idwide  last  year).  Within  two  years 
the  cameras  sold  wiU  be  digital.  Even 
iputer  makers  like  HP  are  now  offer- 
digital  cameras. 

\s  usual.  Canon  is  coming  relatively 
to  tlie  market,  but  the  products  it  has 
Dduced  are  hits.  Salesmen  at  Tokyo's 
ed  Akihabara  electronic  shopping 
rict,  for  instance,  recommend 
on's  compact  digital  camcorders, 
ay  they  are  easier  to  hold  and  have 
e  features  than  rival  products, 
'hilip  Gerskovich,  chief  operating  of- 
of  Kodak's  Digital  &  Applied  Imag- 
group,  says  Kodak  is  sticking  to  its 


time-tested  strategy  of  selling  cameras 
that  are  the  easiest  to  use,  not  the  most 
sophisticated.  Kodak,  which  has  about 
15%  of  the  digital-camera  market,  cites 
Fuji,  Olympus  and  Sony  as  its  biggest 
competitors.  But  Canon  says  it  doubled 
its  market  share  in  digital  cameras  last 
year  (to  roughly  10%)  and  expects  to 
double  it  again  this  year.  Kodak  would 
be  wise  not  to  underestimate  Mitarai. 

Remember  when  Canon  decided  to 
enter  the  photocopying  market  in  the 
early  1960s?  It  was  challenging  a  seem- 
ingly impregnable  monopoly.  Xerox  had 
invented  the  photocopier  and  had  walled 
off  its  creation  with  a  ring  of  patents.  But 
Canon  persevered. 

"Xerox  had  been  making  so  much 
money  on  its  copiers  for  such  a  long  time 
they  were  no  longer  hungry,"  says  Canon 
head  of  research  Ichiro  Endo. 

It  wasn't  until  1970  that  Canon 
brought  out  a  copier  based  on  its  own 
technology,  and  only  in  1982  that  it  in- 
troduced a  fast,  compact,  dry-toner 
copier  that  could  compete  with  Xerox 
machines  head  on.  Invading  North 
America  and  Europe,  Canon  chose  a 
low-cost,  low-risk  strategy.  Rather  than 
build  up  a  huge  direct-sales  force.  Canon 


sold  through  resellers  and  dealers. 

It  worked.  Together  with  its  Japanese 
competitor  Ricoh,  Canon  captured  the 
low  end  of  the  copier  market. 

No  sooner  had  Xerox  regained  its 
footing  than  it  was  blindsided  again,  this 
time  by  the  PC  revolution.  Recognizing 
that  the  PC  would  require  a  small  printer 
on  your  desk  rather  than  a  big  one  down 
the  hall.  Canon  invented  the  laser  printer. 
Again  it  chose  a  low- risk  way  to  intro- 
duce its  product  into  Europe  and  Amer- 
ica. In  1984  it  teamed  up  with  Hewlett- 
Packard.  Canon  would  make  the  guts  of 
the  printer;  HP  would  add  the  software 
and  sell  the  box  under  its  own  label. 

Over  the  1 7  years  it  has  lasted,  the 
Canon-HP  partnership  has  consistently 
captured  more  than  70%  of  its  market — 


a  level  of  dominance  equaled  in  the  com- 
puter sector  by  only  the  likes  of  Microsoft 
and  Intel.  In  especially  Japanese  fashion, 
the  partnership  is  not  based  on  a  signed 
contract — ^^just  trust. 

Canon  set  out  in  the  mid-1990s  to 
break  into  Xerox's  cozy  relationships  with 
its  larger  corporate  customers.  It  got  its 
chance  when  corporations  began  to  turn 
in  their  old  Xerox  machines  for  digital 
copiers  that  could  be  connected  to  a  net- 
work. Canon  was  the  first  to  market  with 
a  line  of  digital  copiers;  once  again  it 
chose  to  share  the  risks  with  a  partner. 
Electronics  for  Imaging,  of  Foster  City, 
Calif  Helped  by  its  ImageRunner  line,  in- 
troduced in  1999,  Canon  now  holds  the 
largest  share  of  the  copier  market. 

Now  Canon  is  on  to  another  for- 
merly unassailable  part  of  the  Xerox  em- 
pire: high-speed  printers.  Last  year 
Canon  brought  out  the  ImageRunner 
110,  a  $225,000  machine  manufactured 
in  Germany  by  Heidelberger  Druck- 
maschinen  (fi-om  designs  once  ovraed  by 
Kodak).  Even  though  Canon's  new  mon- 
ster is  designed  and  built  by  someone 
else,  and  even  though  it  is  slower  than 
the  top-of-the-line  Xerox  printers,  it 
shows  Canon's  determination  to  chal- 
lenge Xerox  all  along  the  product  line.  So 
much  for  peaceful  coexistence. 

But  this  is  also  where  Canon  begins  to 
run  up  against  the  limits  of  its  market- 
penetration  strategy.  To  handle  big  cor- 
porate accounts  or  to  sell  $200,000  pieces 
of  equipment,  you  need  a  direct-sales 
force  and  a  good  service  organization. 
Canon  USA  is  developing  its  direct-sales 
force,  but  it  has  to  be  careful  not  to  alien- 
ate its  most  important  dealers.  "This  is  a 
very  difficult  problem,"  admits  Mitarai. 

More  generally,  to  develop  intimate 
sales  and  service  relationships  v^th  big 
clients  Canon  is  going  to  have  to  become 
less  of  a  Japanese  company.  In  an  era 
when  U.S.  companies  scour  the  world  for 
top  brains  and  advantageous  locations. 
Canon  keeps  all  its  R&D  work  and  cor- 
porate functions  and  65%  of  its  produc- 
tion in  Japan.  This,  even  though  73%  of 
its  sales  come  from  abroad. 

Canon  remains  overwhelmingly  a 
Japanese  company.  That  promises  some 
relief  to  its  competitors,  but  only  a  little.  F 


aving  triumphed  in  printers  and  copiers, 
anon  is  now  targeting  digital  photography, 
iji  and  Kodak  should  be  terrified. 


FORBES"  July  23,2001  69 


W( 


Insatiable 

China  and  the  rest  of 
developing  Asia  are  driving 
the  world  oil  market. 


BY  ANDREW  TANZER 
AND  CHANDRANI GHOSH 

GAS-GUZZLING  AMERICANS 
consume  19  million  barrels  of 
oil  a  day,  four  times  what  the 
Chinese  do.  Per  capita  the 
U.S.  burns  20  times  as  much 
oil  as  China.  Yet  a  strong  case  can  be 
made  that  China  already  has  more  influ- 
ence on  the  world's  oil  price  fluctuations 
than  the  U.S.  does.  That  influence  is  des- 
tined to  grow.  It  offers  clues  to  future  oU 
price  trends — and  geopolitics. 

"Oil  is  priced  at  the  margin,"  ex- 
plains Lawrence  Goldstein,  president  of 
the  Petroleum  Industry  Research  Foun- 
dation. Prices  are  driven  by  that  last  bar- 
rel of  demand,  not  by  the  installed  base 
of  consumption.  Demand  is  huge  in  the 
U.S.,  but  it  grows  by  only  1%  a  year; 
consumption  in  western  Europe  is  flat. 

Meanwhile,  demand  in  China  and 
India  races  ahead.  Last  year,  Asia  ac- 
counted for  92%  of  global  net  growth  in 
oil  consumption,  up  from  68%  in  1999, 
according  to  the  East-West  Center,  a 
Honolulu-based  research  institution. 

In  1998,  amid  the  Asian  financial 
crisis,  oil  demand  in  the  region  declined 
for  the  first  time  since  the  early  1980s. 
World  oil  prices  crashed  to  $10  a  barrel. 


Then  Asian  economies  re- 
bounded with  unexpected 
vigor,  helping  to  push  oil 
prices  to  more  than  $30  a 
barrel  in  1999.  - 

Fereidun  Fesharaki,  a 
senior  research  fellow  at 
the  East-West  Center,  says 
oil  demand  in  Asia  is  cur- 
rently weak,  implying  a 
break  in  prices  later  this  year.  Develop- 
ing Asian  economies  are  inefficient 
users  of  U.S.-dollar-priced  oil — indus- 
trialized countries  like  the  U.S.  and 
Japan  squeeze  out  50%  to  100%  more 
economic  growth  per  barrel — and 
have  been  whipsawed  of  late  by  higher 
crude  prices  and 
weak  currencies. 

But  look  longer 
term  and  the  pic- 
ture changes.  By 
2010,  Fesharaki 
projects  that  Asia 
will  be  importing 
20  million  barrels 
of  oil  a  day,  twice  as 
much  as  the  U.S. 
today,  80%  of  it 
from  the  Middle 
East.  China,  for  in- 
stance, which  was  a 
net  oil  exporter  as 
recently  as  1993,  is  now  importing  1.4 
million  barrels  a  day,  a  le\'el  which  will 
more  than  double  by  2010. 

Many  of  Asia's  largest  oilfields  are 
petering  out  and  exploration  prospects 
are  poor.  Daqing  and  Shengli,  China's 
two  largest  fields,  are  mature  and  in  de- 
cline. So  is  Bombay  High,  which  ac- 


Although  Japan's  usage  is  static,  the 
rest  of  Asia  (not  American  sport  util- 
ity trucks)  is  spurring  global  demand. 


Oil  consumption 

barrels  per  day  (mil) 
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Sources:  U.S.  Energy  Information  Administration: 
FACTS  Inc. 


counts  for  more  than  half  of  India' 
production.  Duri  and  Minas,  the 
Caltex  (a  Chevron-Texaco  joint  > 
ture)  fields  on  Sumatra,  are  in  steep 
cline  after  60  years  of  pumping, 
donesia  can't  meet  its  OPEC  quota. 

With  more  than  50%  of  the  woi 
population,  East  Asia  is  endowed  ^ 
only  4%  of  the  world's  proven  oi 
serves.  It's  not  for  lack  of  looking, 
just  not  there,"  asserts  Fesharaki. 
shore  Vietnam  and  western  China, 
of  the  region's  great  hopes,  are  flop 
How  do  the  Chinese  regard  t 
escalating  dependence  on  impc 
"They're  paranoid  about  it,"  rep 
Fesharaki.  China  and  India  will  g 
more  aligned  to 
Middle  East, 
good  bet  that  CI 
will  barter  weaf 
for  some  of  the 
Indeed,  Fesha 
notes  that  a  m) 
rious  trading  o 
pany  under 
Chinese  Deft 
Ministry — out 
of  the  normal  s 
oil-importing  aj 
ratus  —  impc 
150,000-plus  I 
rels  a  day  from  I 
China's  oil  insecurity  helps  to 
plain  its  interest  in  building  a  n 
Indonesian  waters  are  infested  witf 
rates  and  the  archipelago  is  in  dang* 
a  social  meltdown.  Millions  of  bai 
of  oil  a  day  already  flow  through 
choke  point  of  the  Strait  of  Malacc 
Northeast  Asia. 


Traffic  will  follow:  Growth  is 
evident  at  Shanghai  corner. 
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when  an  online  book  order  doesn't  show  up  on  lime,  it's 
not  the  end  of  the  world.  But  when  you  manufacture  VLSI  chips,  and 
your  supply  chain  grinds  to  a  halt  because  20,000  gallons  of 
ammonia  are  missing  in  action,  you've  lost  more  than  time.  You've  lost 
customers.  SAP's  Supply  Chain  Management  solution  —  part  of  the 
mysap.com  e-business  platform  -  lets  you  collaborate  with 
customers,  partners  and  suppliers  to  keep  your  supply  chain 
moving.  Whether  your  customers  order  by  the  pound  or  bv  the  ton. 
Learn  more;  type  in  www.sap.com 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


T  H  A  D  STUMP 

SUSPENSION  ENGINEER 


WE  ARE  PROFESSIONAL  GRADE: 


HOW  CAN 
YUKON  HAVE 
MORE  LEGROOM 
IN  THE 


THIRD  ROW... 
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BY  RISHAWN  BIOOLE 

QUICK:  THE  BIGGEST  HIGH-END 
hotelier  in  America?  It's  not 
Horst  Schulze  of  the  Ritz- 
Carhon  or  Isadore  Sharp  of 
the  Four  Seasons.  The  new 
leader,  with  49  hotels  and  20,500  luxury' 
rooms,  is  Lewis  Wolff  of  Los  Angeles. 
Since  1994  the  65-year-old  Wolff  has 
emerged  from  swinging  studio-prop- 
erty' and  California  redevelopment  deals 
to  buy  up  many  of  the  ritzier  business 
and  spa  hotels  in  the  country.  These 
no\v  include  the  Carlvle  in  New  York, 


the  MaiiMon  on  Turtle  Creek  in  Dc 
and  the  Fairmont  in  San  Franci; 
Wolffs  outfit,  Maritz,  Wolff  &  Co.,  h 
raft  of  big-name  partners  and  sho 
ring  up  S600  million  this  year  in  salt 
At  the  center  of  it  is  a  wisecrack 
advice-doling  grandfather  who  oper 
a\vay  from  glamour,  in  a  converted  \ 
L.A.  warehouse.  "He  doesn't  care  ab 
the  spotlight.  He  could  just  as  easily 
the  chicken  king  or  something,"  qi 
W'ayne  Rogers,  a  star  of  T\''s  M*A*' 
and  a  Wolff  partner  since  their  day 
Twentieth  Centurv  Fox. 
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The  hotel  operations,  grouped  mainly 
the  Fairmont  and  Rosewood  chains, 
•  either  owned,  operated  or  both  by 
iritz,  Wolff.  Among  the  properties  are 
:  Banff  Springs  resort  and  other  gems 
merly  held  solely  by  the  Canadian  Pa- 
c  Railway,  now  a  partner.  Wolffs  busi- 
>s  operates  the  Plaza  in  New  York, 
ose  co-owner,  Saudi  Prince  Alwaleed 
1  Talal,  is  also  one  of  Wolffs  partners 
Fairmont. 

How  did  WoUf,  the  son  of  a  wholesale 
'eler,  get  into  this  prime  spot?  A  long 
ng  of  development  deals.  As  an  eager 
1  estate  appraiser,  he  consulted  on  1960s 
»an-renewal  schemes  in  California.  In 
18  those  contacts  positioned  him  to  take 
r  the  building  of  a  1.5-million-square- 
>t  office  complex  in  then-sleepy  San 
e.  Two  years  later  Twentieth  Century 
;  brought  Wolff  in  to  help  buy  back  its 


the  top  of  the  hotel  business  for  more 
operating  efficiencies.  For  instance,  he 
knew  how  to  argue  down  real  estate 
taxes;  he  also  got  master  contracts  for 
laundry  and  parking.  The  top  line  mat- 
ters, too.  Adding  the  brands'  cachet  al- 
lows him  to  raise  room  rates  on  some 
acquired  properties,  and  he  markets  the 
meeting  rooms  nationwide. 

The  business  brings  him  into  con- 
tact with  big  names,  but  Wolff  s  game  is 
accounting,  not  ego.  A  former  executive 
at  one  of  his  trophy  properties,  he  says, 
would  have  one  of  two  gym  treadmills 
moved  to  his  room,  when  he  stayed 
there.  "He  was  running  the  hotel  for 
himself  instead  of  for  the  customer," 
Wolff  says.  "When  I'm  at  one  of  my 
restaurants,  I  want  somebody  to  say, 
'Gee,  we  don't  have  a  table  for  you.' 
There's  a  paying  customer  in  the  spot 


He  doesn't  care  about  the  spotlight.  He 
fouhlM  easilyMlh&chicken  king." 


lio  lot,  where  he  met  Rogers.  They  col- 
)rated  on  a  few  projects. 
In  1976  Wolff  opened  the  first  of 
r  Holiday  Inns  and  Hilton  hotels, 
ch  he  built  with  municipal  subsi- 

He  more  than  doubled  his  money 
one  he  buUt  near  the  Burbank  air- 
t  and  sold  in  1996  for  $65  million, 
hen  Wolff  had  stepped  up  a  notch 
lass.  Through  a  sports-franchise 
nection,  he  met  Philip  (Flip) 
itz,  scion  of  a  $1.3  billion  (rev- 
es)  family  business  in  St.  Louis  that 
dies  employee-reward  premiums 
::orporations  (FORBES,  Nov.  27,  2000). 
itz  and  Wolff  formed  a  partnership 
uy  the  St.  Louis  Ritz-Carlton,  whose 
lers  had  defaulted  on  bank  loans, 
n  1996  Wolff,  with  40%-partner 
itz,  returned  to  the  San  lose  market 
uy  (with  Alwaleed)  the  Fairmont 
el,  whose  more  famous  sister  on 
I  Hill  they  would  acquire  along  with 
namesake  chain  in  1998.  Around 
same  time  came  the  Rosewood 
n,  based  in  Dallas,  and  afterward, 

Canadian  Pacific  properties. 

Volff  found  that  there  was  room  at 


where  I  may  have  wanted  to  sit." 

Wolff  is  unsentimental  when  it 
comes  to  seUing  at  the  right  price.  His 
Four  Seasons  BUtmore  in  Santa  Barbara, 
which  he  bought  in  1995  for  $50  mil- 
lion, went  to  Beanie  Babies  creator  H.  Ty 
Warner  last  year  for  $150  million.  It's 
hard  to  put  a  valuation  on  the  Maritz, 
Wolff  portfolio,  but  Wolff  boasts  that  he 
and  his  partners — including  Rosewood 
founder  and  oil  heiress  Caroline  Rose 
Hunt,  the  Gap's  Fisher  family  and  San 
Francisco  private-equity  flmd  SPO  Part- 
ners— have  a  business  worth  $1.4  bil- 
lion. His  stake?  He  figures  about  one- 
seventh  of  that  sum. 

The  luxury-hotel  sector  has  a  dim 
near-term  outlook.  Lodging  Econo- 
metrics, a  hospitality  research  firm  in 
Portsmouth,  N.H.,  predicts  that  in  the 
U.S.  10,000  rooms  will  be  added  in  the 
next  two  years,  which  will  presumably 
depress  occupancy  rates.  But  Wolff,  bet- 
ting on  the  long  term,  plans  to  add  at 
least  18  new  hotels  by  2003,  including 
one  on  Vieques  in  Puerto  Rico.  When 
the  target-shelling  finally  stops,  that 
could  be  a  nice  moneymaker.  F 

FORBES-  luly  23,  2001  73 


Tallest  Midget 

Kerry  Killinger  wants  to  turn  Washington 
Mutual  into  the  leading  U.S.  consumer  bank. 
Now  he  needs  a  little  respect  from  Wall  Street. 


BY  JOHN  GORHAM 

KERRY  KILLINGER  AND 
William  Cooper  make  for  un- 
likely friends.  Brash  and  out- 
spoken. Cooper,  the  chair- 
man of  Minneapolis-based 
bank  holding  company  TCF  Financial, 
is  notorious  for  political  scrapes  with 
the  likes  of  trash-talking  Minnesota 
Governor  lesse  Ventura. 

By  contrast,  the  mild-mannered 
and  bespectacled  KiUinger,  chief  execu- 
tive of  Seattle's  Washington  Mutual,  is 
fond  of  tossing  off  what  underlings  call 
"Kerryisms":  "Frugal  is  sexy"  and 
"Check  your  ego  at  the  door."  The  son 
of  an  Iowa  music  teacher,  he  relaxes  by 


tooting  his  trumpet. 

Though  their  personaHties  differ, 
both  share  an  ambition  to  distance 
their  respective  financial  institutions 
from  their  dowdy  savings  and  loan 
past.  Figuring  that  bigger  is  better, 
Killinger  has  maniacally  acquired  a 
string  of  27  thrifts  since  1990,  most  re- 
cently a  $5.2  billion  deal  for  Dime  Sav- 
ings Bank  of  New  York.  Borrowing  a 
page  from  his  friend  Bill  Cooper's  play- 
book,  Killinger  has  made  the  free 
checking  account  strategy  pioneered  by 
Cooper  the  cornerstone  of  Washington 
Mutual's  retail  banking  strategy. 

Today  Killinger's  Washington  Mu- 
tual is  the  nation's  largest  thrift,  with 


S247  billion  in  assets  after  the  Di 
merger,  making  it  the  seventh-larj 
banking  company  overall  (up  from  i 
billion  in  assets  when  Killinger  beca 
chief  executive  in  1990 J.  Now  he  Wc 
to  be  the  nation's  financial  strvi 
company  for  the  masses. 

Cooper,  on  the  other  hand,  mac 
clean  break  and  converted  his  cha 
to  a  bank  in  1997.  Compared  vnU 
Washington  Mutual,  TCF  is  a  } 
squeak,  with  only  $12  billion  in  asse 

But  as  the  dust  settles,  Washing 
Mutual  is  still  a  thrift,  albeit  a  big  c 
and  Wall  Street  treats  it  as  such, 
stock  trades  at  only  11. 6  times  forv. 
earnings,  compared  with  an  aver 
multiple  of  13.8  for  nine  of  its  big  b 
peers.  Bill  Cooper's  TCF  trades  at  a  n 
tiple  of  17.8  times  its  expected  2 
earnings  and  boasts  a  1.7%  return 
assets,  compared  with  Killinger's  1 .'. 

So  for  all  the  wheeling  and  deal 
is  Killinger  really  accomplishing  m 
by  remaining  a  thrift?  Even  Killir 
seems  frustrated  by  his  valuation, 
often  trots  out  a  slide  illustrating 
while  the  company  has  produced 
third-highest  five-year  earnings  gro 


Addicted  to  Deals 

Killinger  has  built  Washington  Mutua 
into  a  thrift  behemoth. 

Amount  Killinger  he 
spent  on  acquisitions  since  1996. 


Branches  and  offices,  up  fr 
39  when  Killinger  arrived  in  1982. 

($247  billion  after  Dime  takeover) 
Source:  Washington  Mutual. 

rate  among  the  ten  largest  bank 
•trades  near  the  lowest  multiple. 

"They  are  still  a  huge  thr 
shrugs  Cooper.  "Their  primary  pt 
uct  is  still  mortgages  and  mortgi 
backed  securities." 

That's  where  Killinger  is  espec 
vulnerable  to  criticism  that  all  hi; 
forts  have  simply  made  him  the  ta 
midget  in  banking.  With  a  $140  bil 
mortgage  portfolio  after  the  Dime  c 
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GLOBAL  POWER 

[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 
When  developing  power  plants  outside  the  U.S.,  you  must  have  a  strategy. 
One  that  carefully  weighs  the  risks  and  rewards.  Ours  is  a  proven,  disciplined 
approach.  The  product  of  a  decade  of  global  experience -from  Chile  to  China. 
We  carefully  analyze  the  economic,  social,  political  and  regulatory  landscape 
before  making  a  decision.  Our  goal  is  to  continue  to  successfully  build 
and  operate  generation  and  distribution  facilities  in  emerging,  deregulated 
growth  markets.  And  to  have  an  impact  on  the  local  economy  that  can  only 
be  described  as,  well,  powerful. 

We  make  things  work  Jor  you. 


PSEG 


0RBITZ.COM 
The  travel  site  with 
the  most  low  fares 
to  planet  earth. 

The  most  available  fares  from  over 
450  airlines.  No  scavenger  hunts. 

Scans  more  than  two  billion 

possibilities  in  seconds  with  our 
advanced  search  engine. 

The  most  airline  Web-only  fares 
in  the  business. 


Visii  c  0RBITZ.COM 

Copyright  2001,  Dibit!  UC.  All  rights  reserved,  Oihilz,  the  Orbit!  logo  ond 
phrosei,  ond  oil  product  names  ore  trudemorks  or  registered  liodemorks  of 
Orbilz  UC.  8osed  on  published  fares  to.  from  ond  within  the  United  Slolf- 
Booking  is  not  ovoilable  on  certoin  flights. 


WASHINGTON  MUTUAL 


Washington  Mutual  is  now  the  third- 
largest  holder  of  residential  mortgages, 
behind  Fannie  Mae  and  Freddie  Mac. 
Mortgage-related  assets,  most  of  it  ad- 
justable-rate loans,  account  for  71%  of 
outstanding  loans  and  securities.  Wash- 
ington Mutual  is  also  the  biggest  mort- 
gage servicer  and  mortgage  originator; 
after  the  Dime  deal  it  will  boast  a  $512 
billion  servicing  portfolio  and  $160  bil- 
lion of  annualized  production. 

Killinger  argues  that  the  origination 
business  offsets  some  of  the  volatility  in 
the  profits  from  the  loan  portfolio.  But 
then,  if  WaMu  sold  all  the  ARMs  it  orig- 
inated, it  wouldn't  have  the  volatility  in 
the  first  place. 

While  Killinger  gushes  about  the  prof- 
itability of  holding  ARMs  on  his  books 
'ather  than  securitizing  them,  it  still  makes 
lim  far  more  vulnerable  to  interest  rate 
;wings  than  are  the  commercial  and  con- 
;umer  loans  found  on  bank  balance 
iheets.  Most  of  his  ARM  portfolio  is  in- 
iexed  to  the  Cost  of  Funds  and  the  Mov- 
ng  Treasury  Average  indexes,  which  lag 
nterest  rate  changes.  So  in  a  time  of  rising 
nterest  rates,  Killinger's  net  interest  mar- 


counts  are  loss  leaders,  Washington 
Mutual  more  than  makes  it  up  in  fees 
and  other  services  it  cross-sells  once  the 
customer  is  hooked. 

Bounce  a  check,  as  lower-income 
customers  who  are  lured  by  free  check- 
ing are  prone  to  do,  and  you'll  pay  a 
stiff  $25  overdraft  fee.  Washington  Mu- 
tual has  apparently  attracted  a  lot  of 
forgetful  depositors — overdraft  fees  are 
the  largest  portion  of  the  $976  million 
in  retail  banking  fees  the  company  col- 
lected last  year.  All  told,  two-thirds  of 
the  fees  it  collects  from  the  customers 
who  sign  up  for  its  "free"  checking  ac- 
counts come  from  bounced-check 
charges. 

To  further  distance  himself  from 
the  big  banks  he  often  ridicules  in  his 
ads,  Killinger  is  now  rolling  out  a  new 
branch  design  in  selected  new  markets, 
including  New  York  City.  Pretentiously 
called  Occasio  (Latin  for  "favorable  op- 
portunity"), the  branches  have  more  in 
common  with  a  Starbucks  than  a  bank. 

Tellers  dressed  in  denim  shirts  stand 
in  a  circle  in  front  of  flat-panel  com- 
puter screens,  while  other  employees 


So  is  Killinger  really  accomplisliing 

jmichbyremaiiiiiig^a^thuft?^  


in  can  get  badly  squeezed.  That's  what 
appened  in  1999,  prompting  a  selloff 
lat  drove  down  the  stock  by  half  Lately, 
/ith  the  Fed  cutting  rates,  Killinger's  eam- 
igs  have  swelled  for  the  same  reason. 

By  contrast,  TCP's  Cooper  says  he's 
Iting  his  remaining  mortgages  slowly 
an  off  his  books  rather  than  follow  the 
Washington  Mutual  model.  In  their 
lace,  he's  cultivated  higher-rate  con- 
amer  and  commercial  loans  and  de- 
loped  a  big  base  of  checking  accounts 
>r  a  cheap  source  of  funding. 
Looking  to  defy  his  friend,  Killinger 
laboring  to  expand  his  consumer 
anking  business  to  balance  out  the  de- 
;ndence  on  mortgage-spread  income, 
t  the  heart  of  his  retail  strategy  is  the 
ee  checking  program,  developed  orig- 
lally  by  Cooper  in  the  mid-1980s, 
hough  the  no-minimum-balance  ac- 


roam  around  using  "eTeller"  handheld 
contraptions  to  handle  simple  banking 
transactions.  Piggy  banks  to  distract  the 
kids  and  pithy  titles  such  as  "Financial 
Planning  for  the  Utterly  Conftised"  are 
offered  for  sale  by  a  "concierge." 

Give  Killinger  credit  for  elevating  his 
thrift  above  a  drab  peer  group  and 
notching  a  33.5%  annual  return  as  CEO. 
"We  are  getting  to  a  size  where  people 
are  saying,  'God,  where  did  these  guys 
come  from?'"  Killinger  boasts  in  his 
sparse  Seattle  office. 

For  now,  he's  riding  a  wave  of  low 
interest  rates  that  will  help  boost 
earnings  this  year  by  40%  to  $3.31  a 
share,  according  to  Wells  Fargo  Van 
Kasper  analyst  Jay  Tejera.  But  how 
much  are  those  earnings  really  worth? 
Unfortunately  for  Killinger,  still  less 
than  a  bank's.  F 
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The  Best  of  What's  New  for  Executive  Travel 
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After  years  of  making  do  with  less 
than  the  best,  business  travelers  are 
finding  an  array  of  useful  new  services 
on  the  road.  Hotels  are  better,  remote 
communications  are  easier,  better 
car  rentals  are  available  and  even 
airlines  and  airports  have  improved. 

Fashionistas  call  it  "the  thrill  of  the  new."  But 
for  hard-pressed  business  travelers,  who  have 
had  to  make  do  with  much  less  than  the  best 
for  much  longer  than  they  ever  expected,  it  is 
simply  blessed  relief  for  the  overcrowded,  over- 
priced banality  of  life  on  the  road. 

After  more  than  a  decade  of  the  same  old 
same  old,  business  travel  is  bursting  at  the 
seams  with  new  products  and  services:  new 
planes  and  new  airports,  new  phones  and  new 
car  rentals,  new  hotels  and  newly  renovated 
grande  dames  —  most  of  all,  new  ideas  and 
new  ways  to  make  the  life  of  the  nation's  cor- 
porate travel  elite  a  little  more  comfortable,  a 
little  more  convenient  and  a  lot  more  productive. 

Better  Auto  Rentals 

Nothing  better  illustrates  the  dramatic 
improvement  of  business-travel  conditions  than 
the  rental-car  industry.  For  generations,  car 
rentals  have  been  locked  in  a  mind-numbing  rut: 
Your  choice  of  cars  was  severely  limited,  usu- 
ally to  a  narrow  range  of  plain-vanilla  vehicles. 


But  all  that  changed  on  June  1  when  Hertz, 
the  nation's  leading  rental  firm,  rolled  out  the 
Hertz  Prestige  Collection.  Renters  not  only  can 
select  from  a  range  of  the  world's  finest  and 
most  distinctive  automobile  nameplates  —  the 
initial  Hertz  Prestige  Collection  fleet  includes 
Volvo,  Lincoln,  Jaguar  and  Land  Rover  —  but 
they  also  can  reserve  specific  vehicles.  Renters 
can  choose  from  four  Volvos  (S60,  880,  V70  and 
the  XC  Cross  Country  Wagon),  the  Lincoln  LS 
and  Navigator,  the  Jaguar  S  and  X  types  and  the 
Land  Rover  Discovery. 

"It's  not  just  that  we're  now  offering  rentals  of 
some  of  the  finest  cars  in  the  world,"  explains 
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"Travelers  spend  a  lot  of  'dwell  time'  at  airports  whether  they  want  to 
not,"  says  Jim  Agliata  of  AT&T  .  "We  think  a  public  phone  that  su 
the  Web  and  does  e-mail  is  a  terrific  productivity  to« 


Brian  Kennedy,  Hertz's  executive  vice 
president  of  marketing  and  sales.  "More 
importantly,  we're  doing  it  by  model.  A 
Volvo  Cross  Country  is  different  from  an 
S60.  That's  why  we're  guaranteeing 
availability  by  model." 

Hertz  has  been  able  to  roll  out  the  Pres- 
tige Collection,  which  is  currently  available 
in  20  key  locations  in  North  America,  par- 
tially because  it  is  a  wholly  owned  sub- 
sidiary of  the  Ford  Motor  Company. 
Through  its  Premiere  Automotive  Group, 
Ford  owns  Volvo,  Lincoln,  Jaguar  and 
Land  Rover.  "The  difficult  part  is  the 
model  specificity.  That's  what  we're 
working  very  hard  to  master,"  Kennedy 
says.  "That's  something  no  rental  com- 
pany has  ever  offered  before." 

In  fact,  it  is  the  service  aspects  of  Pres- 
tige Collection  that  set  it  apart.  Besides 
the  ability  to  reserve  a  specific  model, 
travelers  are  offered  free  pick  up  and 
return  from  hotels  and  resorts  within  a 
15-mile  radius  of  Prestige  Collection  loca- 
tions; a  unique  toll-free  number  (800-654- 
2250);  expedited  return  service;  dedicat- 
ed, on-site  staffing;  and  complimentary 
use  of  NeverLost,  Hertz's  in-car  naviga- 
tional system. 

Better  Airport  Terminals 

The  Hertz  Prestige  Collection  isn't  the 
only  new  product  business  travelers  will 
find  at  the  airport.  Many  of  the  nation's 
airports  themselves  are  new  and  most 
definitely  improved. 

A  gorgeous  new  international  terminal 
opened  late  last  year  at  San  Francisco 


International.  A  spacious  and  airy  new  pas- 
senger terminal  opened  earlier  this  year  at 
Midway  Airport,  Chicago's  previously 
down-at-the-heels  second  airport.  A  new 
Hubert  Humphrey  terminal  opened  this 
spring  at  Minneapolis/St.  Paul  Airport.  So 
has  the  "Hub  Tram,"  a  $25  million  under- 
ground shuttle  ser\/ice  that  takes  passen- 
gers to  and  from  the  Lindbergh  Terminal 
and  the  parking  and  rental-car  facility.  A 
long-awaited,  $1 .2  billion  midfield  terminal 
at  overcrowded  Detroit/Metro  airport  is 
scheduled  to  open  this  winter 

The  most  dramatic  recent  develop- 
ment at  the  nation's  airports,  however, 
is  at  New  York's  much-maligned  John 
F.  Kennedy  International.  The  soaring, 
1.5  million-square-foot  Terminal  4 
opened  in  May  to  immediate  passen- 
ger and  critical  acclaim.  The  two-con- 
course facility  offers  144  check-in  posi- 
tions, 16  gates,  a  majestic  collection  of 
specially  commissioned  artwork  and  a 
shopping  mall  with  a  cornucopia  of 
restaurants  and  retail  shops. 

As  airports  improve,  so  do  the  ser- 
vices available  to  business  travelers.  In 
about  two  dozen  airports,  a  company 
called  Laptop  Lane  rents  fully  equipped 
private  office  cubicles  by  the  minute. 
Staples,  the  office-supplies  giant,  has 
placed  a  string  of  specially  merchan- 
dised shops  inside  major  hub  airports. 

Even  the  humble  airport  public 
phone  is  getting  a  high-tech  makeover 
In  May,  AT&T  rolled  out  a  new  genera- 
tion of  public  phones  that  combine 
voice  calling  with  high-speed  connec- 


AT&T  Public  Phone  20001 

tivity  to  the  Internet,  Web  surfing  ar 
e-mail.  The  Public  Phone  20001,  whic 
is  already  installed  at  major  hub  a 
ports  such  as  Atlanta,  Dallas/Fc 
Worth  and  Kennedy,  also  will  t 
placed  throughout  the  year  in  Phoeni 
Miami,  Fort  Lauderdale  and  Newark 

The  device  is  a  traveling  executive 
dream.  Since  it  includes  a  full-size  ke 
board,  a  touch  pad,  speakers  and  a  1 
inch  video  screen,  travelers  can  sl 
the  Web  or  connect  to  their  e-m. 
much  as  they  do  from  their  desktfl 
computer  The  usage  charge  is  just 
cents  per  minute,  with  a  four-minui 
minimum.  The  phone  accepts  callil 
cards,  credit  cards  and  even  $1,  S 
$10  or  $20  bills. 

"Travelers  spend  a  lot  of  'dwell  tim 
at  airports  whether  they  want  to  i 
not,"  says  Jim  Agliata,  marketii 
director  of  the  AT&T  Public  Marke 
division.  "We  think  there's  a  need  ai 


a  different  time  zone,  a  different  language,  a  different  culture. 

at  least  your  wireless  nunnber  is  the  sanne. 


AT&T  WORLDCONNECT*  SERVICE. 

With  AT&T  WorldConnect  service,  you  can  take  your  wireless  number  to  over  100  countries. 
Plus,  get  low  international  long  distance  rates  on  calls  you  make  from  abroad  or  any  domestic 
AT&T  Wireless  market.  With  one  simple  bill,  it's  a  great  way  to  stay  on  top  of  your  business. 
Whether  it's  in  a  different  time  zone  or  a  different  hemisphere.  To  find  out  more,  contact 
your  local  sales  representative  or  visit  a  participating  store  near  you. 


YOUR  WORLD.  CLOSE  AT  HAND. 


fiJsJ  Wireless 


ttwireless.com/business 


800  335-INTL 


ortant  Information 


©2001  AT&T  Wireless.  Activation  tee  applies.  Domesiic  calling  lequiies  a  Digital  multi-network  phone.  International  calling  requires 
mpatible  GSM  phone.  To  enroll  in  the  service,  you  must  have  a  Digital  multi-netvi/ork  phone.  Special  credit  and  billing  requirements  apply.  Not 
able  for  purchase  in  all  areas.  Long  distance  service  provided  by  AT&T  Wireless.  International  long  distance  rates  from  the  U.S.  only  apply 
alls  placed  when  using  the  AT&T  network  in  an  AT&T  Wireless  area.  Cannot  call  all  countries  and  phone  does  not  work  in  all  countries, 
s  do  not  apply  when  a  credit  card  or  operator  assistance  is  required  to  complete  the  call.  Airtime  or  roaming  charges  are  in  addition  to  long- 
mce  charges.  When  traveling  internationally,  long  distance  for  outgoing  and  incoming  calls  will  be  calculated  based  on  the  country  where  the  call 
iced  or  received,  regardless  of  the  number  called.  See  AT&T  WorldConnect  service  brochure  for  complete  information. 
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a  demand  to  make  that  time  produc- 
tive and  a  public  phone  that  surfs  the 
Web  and  does  e-mail  is  a  terrific  pro- 
ductivity tool." 

Better  Wireless  Options 

Of  course,  most  corporate  travelers 
now  rely  on  wireless  phones  for  on- 
the-road  communications.  To  meet  the 
business  traveler's  need  for  nationwide 
wireless  reach,  cell-phone  companies 
created  countrywide  plans.  The  AT&T 


Wireless  Digital  One  Rate  plan  pio- 
neered the  category  several  years  ago, 
and  that  has  recently  been  matched  by 
Cingular.  A  union  of  1 1  separate  wire- 
less brands  brought  together  through  a 
joint  venture  of  SBC  Communications 
and  BellSouth,  Cingular  is  not  even  a 
year  old,  but  it  already  serves  20  million 
customers  nationwide. 

Cingular's  centerpiece  calling  plans, 
called  Cingular  Nation,  offer  business 
travelers  the  total  flexibility  they 


A  Renaissance  In  The  Rockies. 


The  Broadmoor  Redefines  Magnificence. 

After  over  80  years  reigning  as  the  height  of  grandeur,  The  Broadmoor  redefines 
itself  with  a  stunning  restoration  throughout  the  resort.  Although  you  will  discover 
many  exciting  new  experiences,  as  always,  you'll  enjoy  temp'ting  fine  dining,  our 
award-winning  Sf a  and  salon,  sof^histicated  shopp>ing,  endless  recreation  including 
45  holes  of  championship  golf  and  tennis,  and  the  convenience  of  116,000  square 
feet  of  meeting  space — all  with  the  gracious  spirit  of  tradition  that  keeps 
The  Broadmoor  at  the  pinnacle  of  magnificence. 

For  reservations,  please  call  SOO-6^4^//22. 


BIOOVIOOR 

COL024DO  SPIINCS 


Visit  our  Web  site  at  www.hroadmoor.com 


require.  They  can  travel  anywhere 
America  and  pay  the  same  low  rate  1 
all  of  their  wireless  Cingular  cal 
There  are  no  roaming  or  long-distan 
charges.  Prices  start  at  just  $29.99 
month  and  include  100  minutes  of  ar 
time,  anywhere  calling.  The  top  pi 
offers  1,500  minutes  of  nationwit 
calling  for  $149.99. 

Meanwhile,  AT&T  Wireless  h 
broken  the  international  calling  barri 
too.  The  AT&T  WorldConnect  servi 
enables  corporate  executives  to  ke 
their  wireless  phone  number  while  trj] 
eling  to  nearly  100  countries  in  Europ 
Asia,  Australia,  Latin  America  and  t 
Middle  East.  With  a  SIM  Card  and 
international  phone,  a  traveler's  U 
number,  voice  mail  and  call  waiting  al 
can  travel. 

AT&T  Wireless  is  also  in  the  vangual 
of  merging  the  Internet  and  wirela] 
phones.  The  AT&T  Digital  PocketNet  si 
vice  offers  business  travelers  with  Int 
net-ready  phones  access  to  a  wii 
range  of  Web  information:  real-tir 
flight  data,  flight  reservations,  frequei 
flyer  account  updates,  taxi  and  car-s 
vice  reservations,  directions  and  maij, 
and  restaurant  reviews  and  reservatio»| 

Better  Technology  Tools 

The  trend  toward  wireless  trasl 
tools,  first  evident  with  cell  phonel 
then  refined  by  personal  digital  ass| 
tants,  is  now  extending  back 
portable  computers,  the  mother  of  | 
high-tech  business  travel  products. 


troducing  Corporate  E-mail  PLUS. 
ie  way  wireless  e-mail  should  be. 

what  your  employees  need  to  be  truly  productive.  So  give  it 
them — with  the  only  solution  that  combines  the  security  of 
eless  corporate  e-mail  from  BlackBerry™  and  the  speed  of 
eractive  Messaging  PLUS.  So  now  your  employees  can 
Timunicate  and  share  information  wherever  and  whenever 
■y  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution 
t  does  more  for  your  business? 

[ngular^'^  MyBiz^'^  Interactive  offers  a  range  of  smart  wireless  data 
lutions  including  Corporate  E-mail  PLUS.  Call  1-877-826-2753  or  visit 
\gulannteractive.com/ce32  to  find  out  how  we  can  help  your  business  today. 

lACKBERRY 

I  f  S  S    £  M  A  I  I  SOLUTION 

■  leractive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  companies  including  SBC  and  BellSouth 

1  /ailabte  in  more  than  93%  of  U  S  urban  business  population.  ©2001  Cingular  Interactive,  L  P.  All  rights  reserved  Cingular  and 
'  ir  logo  are  service  marks  of  Cingular  Wireless  LLC.  MyBiz  is  a  service  mark  of  Cingular  Interactive,  L  P.  RIM,  the  RIM  logo, 
■Ty,  the  BlackBerry  logo  and  the  "envelope  in  motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission 

II 


X  cingular 

INTERACTIVE 

What  do  you  have  to  say? 
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There's  a  national  oversupply  of  economy  hotels,  but  there 
continuing  strong  demand  for  full-service  and  luxur 
properties  from  discerning  business  traveler^ 


Compaq  Evo  computers 

The  new  Compaq  Evo  family  offers 
a  wide  range  of  computing  products, 
but  most  notable  is  the  Compaq  Evo 
Notebook  400c.  It  incorporates  Multi- 
port,  an  optional  modular  wireless 
data  solution  that  frees  travelers  from 
the  need  for  communications  cables. 
Multiport  provides  users  with  wireless 
connectivity  through  an  integrated 
USB  port.  The  Multiport  module  itself 
is  a  mobile  marvel:  It  integrates  the 
wireless  technology  and  the  antenna 
into  a  single  assembly,  which  then 
inserts  and  fits  flush  against  the  note- 
book's display  panel. 

This  technology  not  only  offers 
better  performance  and  greater  wire- 
less coverage,  it  contributes  to  the 
sleek,  stylish  look  of  the  Evo  Note- 
book N400c.  The  unit  weighs  just  3.5 
pounds  and  measures  less  than  an 
inch  thick.  Within  that  thin  package, 
however,  is  incredible  mobile  comput- 
ing power:  an  Intel  Pentium  III  700 
MHz  processor,  a  bright  12.1-inch 


color  display,  a  20-gigabyte  hard  drive, 
128  MB  of  memory  and  a  unique, 
full-size  keyboard.  An  optional  mobile 
expansion  unit  permits  the  addition 
of  a  floppy  drive  and  CD,  CD-RW  and 
DVD  drives. 

Better  Business  Hotels 

For  all  the  emphasis  on  new 
and  better  technology  tools, 
however,  productive  business 
travel  still  rests  on,  well,  a  place 
to  rest.  There  is  an  oversupply  of  econ- 
omy and  limited-service  hotels  in  most 
major  cities  around  the  nation,  but  full- 
service  and  luxury  hoteliers  are  finding 
that  there  is  a  continuing  strong 
demand  for  their  product  from  dis- 
cerning business  travelers. 

The  rush  to  operate  top-notch  prop- 
erties in  key  business  destinations 
also  has  led  several  grande  dame 
hotels  to  embark  on  aggressive  reno- 
vations and  restorations.  In  Colorado 
Springs,  for  example,  the  legendary 
Broodmoor  has  embarked  on  a  $70 
million  project. 

The  first  phase,  completed  last  year, 
added  conference  rooms  and  expand- 
ed the  restaurants.  Outdoor  function 
space,  with  breathtaking  views  of  the 
Colorado  Rockies,  also  was  created. 
The  second  phase  of  the  renovation  is 
now  under  way.  An  infinity-edged  main 
pool  is  under  construction,  and  it  will 
have  unobstructed  views  of  both 
Cheyenne  Lake  and  Cheyenne  Moun- 
tain. There  also  will  be  a  poolside 


restaurant,  cabanas  and  the  new  Lakj 
side  Suites,  each  of  which  will  featuri 
fireplaces,  balconies  and  spectaculc 
lake  and  mountain  views.  The  fin 
phase  of  renovations  begins  in  Noven 
ber  and  involves  the  restoration  of  th 
main  building  to  its  historic  elegance 

Across  the  country,  at  the  Waldo 
Towers,  the  boutique  hotel  that  is  pa 
of  New  York's  Waldorf =Astoria,  th 
emphasis  is  on  total  luxury.  That  eve 
extends  to  the  current  project,  addir 
a  6,000-square-foot  ballroom  and 
collection  of  dramatic  new  meetir 
spaces.  The  $15  million  renovatic 
of  the  Waldorf =Astoria's  18th  floi 
will  permit  Towers  guests  to  ent 
the  new  meeting  complex  from  p 
vate  elevators. 

The  new  space  includes  an  Exec 
tive  Meeting  Center  with  13  roor 
that  offer  breathtaking  city  and  riv. 
views.  It  also  features  the  restorati 
and  renovation  of  the  Starlight  Roof 
showcase  its  original  Art  Deco  sple 
dor.  The  nation's  most  glamoro 
and  famous  nightclub  during  t 
1930s  and  1940s,  the  Starlight  Rc 
emerged  from  its  renovations  tl 
spring.  It  includes  oversized  windo 
that  had  disappeared  in  early  reno 
tions,  fanciful  nickel  and  brass  r 
ings,  a  decorative  grilled  ceiling  tre 
ment  and  a  wraparound  terrace  tha 
landscaped  and  lit  to  showcase  1 
New  York  skyline.  Best  of  ail,  1 
Executive  Meeting  Center  and 
restored  Starlight  Roof  are  wired 


Hertz  saves  me  time  and  money. 

That's  big." 


Hertz  offers  a  special  low  rate  for 
small  businesses.  Like  yours. 

(T)ong  hours.  Crazy  deadlines.  Tight 
budgets.  You  know,  business  as  usual. 
Hertz  understands  small  businesses. 
That's  why  we're  offering  you  a  special 
low  rate  on  a  variety  of  vehicles  that 
are  just  right  for  your  business.  Just 
mention  CDP#  1188888  when  making 
your  reservation. 

Plus,  when  you  book  at  hertz.com 

you  can  enjoy  benefits  like 
double  #1  Awards  or  double  frequent 
traveler  miles  or  points. 

(j)ust  click  on  hertz.com  to  book 
a  qualifying  rental  in  the  U.S.  or 
Canada  between  now  and  8/31/01  with 
PC#  919575,  and  you'll  get  your  choice 
of  double  frequent  traveler  miles  on 
most  major  U.S.  airlines,  double  points 
with  our  two  hotel  partners,  or  double  #1 
Awards.  You'll  find  a  list  of  participating 
airlines  and  hotels  on  hertz.com. 
For  reservations,  visit  us  on  the  web 
or  call  your  travel  agent  or  Hertz  at 
1-800-654-3131  (double  #1  Awards 
and  miles/points  offers  available  on 
the  web  only).  Big  deals  for  small 
businesses.  Another  reason  nobody 
does  it  exactlv  like  Hertz. 


exactly.^ 


rents  Fords  and  other  fine  cars.  ®  REG.  u  s.  pat  OFF.  ©  liERTZ  SYSTEM  INC  ,  2(ioi/()25-(n 

YOUR  INFORMATION:  Ctistomers  must  be  residents  of  the  U.S.  or  Canada  to  be  eligible  for  these  offers.  Minimum  rental 
•r  this  offer  is  25  (exceptions  apply).  In  addition,  mileage/point  offer  valid  with  most  major  U.S.  airlines/liotels  at  participating 
locations.  I'  rcquent  traveler  membership  card  must  be  presetited  at  time  of  rental.  A  flight  may  be  required  to  earn  double 
I  with  certain  airline  programs  or  with  #1  Awards.  For  details  and  a  complete  list  of  participating  U.S.  partners,  see  hertz. com. 
I  ;ird  rental  qualifications,  rental  periods  and  return  restrictions  apply.  Double  miles/points  offer  requires  rental  car  pickup 
cr  than  8/31/01.  This  offer  is  not  available  on  insurance  or  dealer  replacement  rentals.  Offer  may  not  be  combined  with 
J  ther  coupon,  discount  or  promotion  from  Hertz.  All  frequent  traveler/Hertz  #1  Awards  program  rules  and  conditions  apply. 
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the  21st  century,  complete  with  direct 
Internet  and  satellite  access. 

Better  Airline  Travel 

In  the  end,  regardless  of  improve- 
nnents  on  the  ground,  corporate  busi- 
ness travelers  most  need  better  airline 
service.  Major  carriers  are  sparing  no 
expense  to  coddle  executives  willing  to 
pay  for  premium-class  service. 

Business  class  remains  the  place 
where  most  executive  travelers  will  find 
the  best  balance  of  price  and  service. 
The  world's  leading  carriers  have 


focused  on  the  middle  cabin,  and  many 
have  eliminated  international  first  class 
altogether.  Among  U.S.  airlines,  in  fact, 
only  United  and  American  retain  an 
international  first-class  product.  Led  by 
Northwest,  all  the  others  have  switched 
to  a  "super"  business  class  service. 

Along  with  its  ally  KLM  Royal  Dutch, 
Northwest's  latest  take  on  its  World 
Business  Class  service  has  just  been 
completed.  It  includes  seats  with  60 
inches  of  legroom  and  a  recline  of  150 
degrees.  There  also  have  been  a  host 
of  service  upgrades,  including  pre- 


departure  service  and  cocktail  snaci 
upgraded  main  meals  and  a  new  di 
tal  audio  system.  A  new,  self-servi 
mid-flight  snack  called  Sky  Break  f( 
tures  fresh  fruit,  cheeses,  chocolat 
and  sandwiches.  In  June,  a  specie 
trained  purser  was  added  to  ea 
Northwest  transoceanic  flight  to  co 
dinate  in-flight  service. 

Joe  Brancatelli  is  the  former  exei 
five  editor  of  Frequent  Flyer  magaz, 
and  a  columnist  for  biztravel.com. 
can  be  reached  at  brancatelli@cs.ca 
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In  Septemkep  2001, 

private  e  evatops  will  run  ipom  exclusive  suites 

to  a  place  wliepc  meetings  flow  effoptlessly,  a  dedicated  conciepqe  meets 


eve  PL)  nee 


d  and. 


even  The  mosT  sepious 


CEO  flashes  a 
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A  mMDAr>-ur>Tci 


The -Executive  Meeting  Center  &  Starlight  Roof.  A  towering  city  block-wide  venue.  100  East  50th  Street,  New  Ygi 
For  YOUR  next  meeting,  contact  the  Towers  Sales  Manager  at  212-872-4800. 
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YOU  CAN  ONLY  BE  IN 

THREE  PLAGES  AT  ONCE. 


ESENTING  WIRELESS  MOBILITY  FROM  COMPAQ. 

wireless  solutions  keep  you  in  the  loop.  Even  when  you're  outside  of  it.  The 
Compaq  Evo™  Notebook  N400c  is  one  of  the  thinnest,  lightest  portables 
ind.  With  a  mobile  Intel®  Pentium®  III  processor  and  innovative  MultiPortt 
N400c  gives  you  modular  wireless  capability  to  access  your  network,  send 
ail  or  check  stocks  from  anywherel  All  at  unbelievable  speed.  Plus,  get  big 
;ss  from  the  small  iPAQ  Pocket  PC  and  you'll  still  have  room  for  the  Compaq 
reportable  projector  that  fits  in  the  corner  of  your  briefcase. 
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I  N  NOVATIVE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 
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to  find  out  more  go  to  compaq.com/mobile 
or  call  1-800-888-5846 


paq  PCs  use  genuine  Microsoft®  Windows® 
v.m  icrosoft.com/piracy/howtotel  I 

;s  LAN  capability  currently  available;  wireless  WAN/PAN  (Bluetooth*)  projected  availability  begirining  3rd  quarter  2001. 'Subject  to  wireless  network  coverage.®  2001  Corri  paq  CornputerCorpora^^ 

I  and  the  Compaq  logo  are  registered  trademarks  of  Compaq  Computer  Corporation.  Evo  is  a  trademark  of  Compaq  Information  Technologies  Group,  LP.  Inspiration  Technology  is  a  trademark  of  Compaq  Information 

ogies  Croup,  LP  in  tlie  U.S.  and  other  countries.  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 


COMPAa 

Inspiration  Technology 


 ..  ^  ,^.,,,^^^„^...,^^^>r^tTjr«.^^vt».iin>.».i^..«MMTMyM   ■■■■lirfiUKKWaW 


Workplace  Metaphysics 

In  a  rational  world  companies  and  their  workers 
could  make  any  deal  they  liked  about  the  terms  of 
employment.  This  is  currently  not  possible  here  in  America. 


BY  DAN  SELIGMAN 

THE  U.S.  DEPARTMENT  OF  LABOR  IS 
busy  enforcing  1 80  or  more  fed- 
eral statutes,  all  designed  to  ensure 
that  the  country's  7  million  or  so  em- 
ployers and  140  million  workers  strike 
only  deals  deemed  acceptable  to  Con- 
gress. One  result  of  all  this  thrashing 
around  is  a  letter  I  got  in  the  mail  a 
while  back. 

It  came  in  an  envelope  affording  no 
clues  as  to  the  sender  and  was  very  close 
to  getting  tossed  out  as  junk 
mail.  I  opened  it  anyway  and 
found  it  was  inviting  me  to 
sign  my  name  to  a  document 
with  this  riveting  lead  sen- 
tence: "I  have  read  the  notice 
of  settlement  terms  and  un- 
derstand that  by  executing 
and  returning  this  release  and 
discharge,  and  in  considera- 
tion of  $10,346,  I  hereby  ir- 
revocably release  and  dis- 
charge any  and  all  of  the 
above-named  defendants." 

Without  reading  a  whole 
lot  further  I  decided  to  forgive 
and  forget  whatever  the  de- 
fendants had  done  to  me  and 
spring  for  the  bundle.  It  was 
recently  deposited  in  my 
checking  account,  so  now  1 
feel  free  to  ungratefully  tell 
the  world  why  the  lawsuit  that 
generated  this  windfall  was  nutty. 

The  plaintiff  was  President  Clinton's 
Secretary  of  Labor  Alexis  M.  Herman. 
The  defendants  were  a  whole  bunch  of 
characters  at  Time  Inc.,  a  place  where  I 
worked  before  defecting  to  FORBES  in 
1997.  The  suit  alleged  that,  during 
1992-97, 1  and  numerous  colleagues  at 
Time  Inc.  had  been  deprived  of  health, 
pension  and  profit-sharing  benefits  be- 
cause the  aforesaid  defendants  had  classi- 


fied us  as  either  temporary  workers  or  (as 
in  my  case)  "independent  contractors," 
when  in  reality  we  were  "employees." 

Here  we  are  plainly  entering  the 
realm  of  metaphysics.  What  is  an  em- 
ployee? For  all  its  professed  certitude  as 
to  who's  really  what,  the  government  is 
clearly  blowing  smoke  here.  Definition 
provided  by  Congress  in  the  Employee 
Retirement  Income  Security  Act:  "The 
term  'employee'  means  any  individual 
employed  by  an  employer." 


Luckily  or  otherwise,  the  Labor  De- 
partment also  has  some  noncircular 
guidelines,  borrowed  fi-om  the  Internal 
Revenue  Service.  (The  IRS  has  its  own 
reasons  for  disliking  independent-con- 
tractor deals,  the  main  one  being  that 
there's  no  income-tax  withholding.)  IRS 
Publication  15-A  tries  gamely  to  distin- 
guish between  contractors  and  employ- 
ees but  basically  falls  on  its  face. 

By  some  of  the  15-A  criteria  I  defi- 


nitely looked  like  an 
dependent  contractc 
For  openers,  I  had  a  con 
tract.  I  had  significa 
"unreimbursed  businc 
expenses" — paper  clip 
computer  equipmen 
phone  bills.  I  wrote  ft 
other  publications.  15 
by  other  criteria  I  looked  like  a  Tim 
Inc.  employee.  I  was  paid  a  reguk 
monthly  fee  and  was  performing 
task — writing  stuff  for  publication 
that  was  also  being  performed  by  peop 
who  were  indisputably  employees. 
So  what  was  I?  There's  no  way  to  te 
What's  truly  hilarious  about  the  Lalx 
Department's  coming  to  the  rescue  of  i 
workers  is  the  fact  that  so  many  of  us  ha 
benefited  hugely  by  abandoning  our  en 
ployee  status.  Over  a  span  of  37  years 
had  been  an  employee  of  Tirr 
Inc.,  accumulating  a  nic 
amount  in  the  company 
profit-sharing  plan,  investe 
mostly  in  stocks.  The  Oct 
1987  market  crash  reduced  tl 
value  of  my  holdings  by  229* 
This  caused  a  mild  case  of  hy 
teria,  until  I  discovered  th 
there  was  a  way  for  me  to  se 
my  holdings  at  precrash  price 
The  profit-sharing  rul 
provided  that  retiring  worke 
would  get  paid  out  at  pric 
reflecting  values  at  the  end 
the  month  before  the  retir 
ment  date.  In  other  words  il 
could  arrange  to  leave  the  pa 
roll  before  Oct.  31,1  wou 
sidestep  the  crash.  I  joined  tl 
long  line  of  Time  Inc.  en 
ployees  who  were  sudden 
ready  to  retire,  and  worke 
out  a  deal  whereby  I  would  contint 
writing  a  column  and  get  paid  as  an  ii 
dependent  contractor. 

Other  retirees  who  redefined  then 
selves  as  independent  contractors  d 
so  cheerfully  and  voluntarily.  Time  Ir 
may  not  be  totally  lovable  in  aU  dime: 
sions  of  the  human  experience,  but 
doesn't  practice  slavery.  The  suit  agair 
it  was  ludicrous. 

But  I  plan  to  keep  the  10  grand,  i 
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Kenny,  your 
Kinko's  co-worker 


Projected  Sales 


"Years  ago,  Kinko's  mostly  made  copies.  And  I  mostly  did  the  hustle. 

You  should  see  what  we're  doing  now."  | 

That's  right.  I  traded  in  my  lime-green  leisure  suit  for  a  dark-blue  apron.  Meanwhile,  K'rnko's  added  all  kinds  of  new  servic 
like  printing  posters,  signs  and  banners.  Commercial  Account  Managers  that  give  you  document  solutions  customizi 
for  your  business.  Digital  Photo  Centers,  where  you  can  use  our  KODAK  Picture  Maker  to  make  photo-quality  prints  frc 
traditional  and  digital  photos.  And  most  every  Kinko's  has  a  FedEx  drop  box  with  one  of  the  latest  pickup  times  around, 
stop  by  Kinko's  today.  Where  the  only  hustle  I'll  do  is  to  make  sure  you  get  whatever  you  need  done.  IcIlllCO'S 

we're  doing  ffii 

POSTERS,  SIGNS  &  BANNERS  •  CUSTOM  BUSINESS  SOLUTIONS  •  DIGITAL  PHOTO  CENTERS  •  COMPUTER  WORKSTATIONS  •  FEDEX  LATE  PICKU 
Open  24  hours  •  www.kinkos.com  •  America  Online    Keyword:  Kinko's  •  1 -800-2-KINKOS 

Products  and  services  vary  by  location.  See  store  for  details.  Kodak  is  a  registered  trademark  of  Eastman  Kodak  Company  America  Online  is  a  registered  sen/ice  mark  of  Amenca  Online.  Inc.  FedEx  is  a  regist 
trademark  of  Federal  Express  Corporation  Kinko's,  we're  doing  more  and  kinkos.com  are  propnetary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by  permission.  Kinko's  requires  written  permission  from  tfiecopy 
holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 


Death  Grip 

srry  Feldman  has  an  amazing  ability 
II  survive  disasters  of  his  own  making, 
an  GP  Strategies  survive  him? 


li 


I  DANIEL  FISHER 

EROME  (JERRY)  FELDMAN,  CHAIR- 
man  of  GP  Strategies,  has  a  magical 
touch:  spectacularly  bad  timing, 
is  is  a  guy  who  paid  $24  million  for  a 
(  nputer-training  outfit  just  12  months 
1  ore  the  Y2K  boom  went  bust.  Feldman 
ijuing  the  sellers  for  fraud,  but  mean- 
tjie,  shutting  down  the  moneylosing 
(jeration  has  cost  GP  $38  million  so  far. 
'  Ix)sses  are  nothing  new  for  Feldman's 
reholders,  who  have  seen  the  value  of 
».  Strategies  and  its  predecessor  com- 
t  ly  National  Patent  Development,  fall 
<  )ver  the  last  1 5  years  while  the  Stan- 
c  d  &  Poor's  500  index  quadrupled. 

Remember  interferon?  Back  when  it 
^  ;  touted  as  the  next  cure  for  cancer, 
ional  Patent  owned  a  $50  million 


stake  in  industry 
leader  Interferon  Sci- 
ences. Trouble  was, 
Jerry  wouldn't  sell. 
He  began  liquidating 
only  last  year,  long 
after  interferon's 
promise  had  faded 
and  the  value  of  GP's 
stake  had  shriveled 
to  $200,000. 

Ever  since  Feld- 
man founded  Na- 
tional Patent  in  1959, 
he  has  shown  an  al- 
most comic  flair  for 
plucking  failure  fi-om 
the  jaws  of  success. 
As  a  young  patent 
lawyer  in  the  early 
1960s  he  went  be- 
hind the  Iron  Cur- 
tain and  brought 
back  the  metal  su- 
tures that  gave  birth 
to  U.S.  Surgical  Q)rp. 
and  the  technology 
to  make  soft  contact 
lenses.  But  he  could 
not  afford  to  finance 
both  businesses,  so 
he  sold  control  of 
U.S.  Surgical  for  $2 
million  in  1964. 
Twenty  years  later 
the  lens  business, 
mired  in  competition,  was  worth  only 
$155  mUlion — while  U.S.  Surgical  had  a 
market  cap  of  $2.2  bUlion. 

Given  that  record,  no  wonder  some 
of  GP  Strategies'  largest  investors  want 
the  72-year-old  executive  out.  And  it  is 
one  of  his  rare  successes,  a  little  fiael-ceU 
outfit  called  Millennium  Cell,  that  could 
provide  the  means.  GP  owns  20%,  which 
at  current  prices  is  worth  $54  million, 
about  as  much  as  GP  Strategies  itself. 
(That  means  the  company's  General 
Physics  technical  training  unit,  which 
some  investors  think  is  worth  $11  a 
share,  is  currently  valued  as  worthless.) 

GP  used  to  own  most  of  Millennium, 
but  Feldman  sold  control  in  1999  for  $1 
million  to  venture  capitalists  Andersen, 
Weinroth  &  Co.  (Principal  Christopher 


Andersen  is  now  a  director  of  GP  Strate- 
gies.) A  good  deal  for  the  VCs,  who  took 
Millennium  Cell  public  20  months  later 
at  $10  a  share,  giving  it  a  valuation  of 
$270  million.  What  investors  didn't 
know  was  that  Feldman  shared  in  the 
spoils.  At  the  same  time  as  he  sold  to  An- 
dersen, Weinroth,  Feldman  bought  a  6% 
stake  in  Millennium  for  himself.  That 
$140,000  stake  is  now  worth  $16  million. 

Shareholders  now  know  about  Feld- 
man's deal  only  because  Ross  Taylor  of 
10%  owner  Caxton  Associates  pried  it 
out  of  him  during  an  investor  conference 
call  in  May.  Now  investors  are  worried 
Feldman  will  delay  liquidating  the  Mil- 
lennium position,  fearing  it  might  de- 
press the  value  of  his  own  shares.  (Feld- 
man also  owned  a  large  stake  in 
Interferon  Sciences.) 

"The  history  of  this  company  is  that 
although  they've  always  had  investment 
successes,  any  money  they've  made  in 
anything  has  been  poured  down  the 
drain,"  says  Eugene  Fox,  a  principal  at 
Greenwich,  Conn. -based  Cardinal  Cap- 
ital, which  also  owns  a  10%  stake  in  GP 
Strategies. 

Feldman  says  he  "won't  compete" 
with  GP  in  selling  the  stock  and  will  con- 
sult directors  before  he  sells. 

And  where  are  those  directors?  They 
include  two  Nobel-winning  scientists; 
five-term  Congressman  Ogden  Reid;  and 
Donald  Jacobs,  former  dean  of  North- 
western's  Kellogg  School  of  Manage- 
ment. They  aren't  real  tough  on  Feld- 
man, who  pulled  down  $525,000  in 
salary  and  perks  last  year  and  maintains 
a  $600,000-a-year  suite  of  offices  on  West 
57th  Street  in  New  York — even  though 
GP's  main  operations  are  in  Columbia, 
Md.  The  board  lets  Feldman  keep  his  son 
on  the  payroll  at  $120,000  a  year  and  al- 
lows Jerry  to  invest  in  Avenue  Entertain- 
ment, a  third-rate  Hollywood  produc- 
tion company  run  by  his  brother.  Gene. 

Perhaps  the  Millennium  contretemps 
will  finally  galvanize  the  directors.  As  a 
member  of  a  special  board  committee, 
Jacobs  says  he'll  investigate  Feldman's 
Millennium  investment  thoroughly.  But 
ousting  Feldman,  who  controls  a  37% 
stake  through  supervoting  shares,  may 
require  nothing  less  than  a  coup.  F 
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Holding  the  Bag 


BY  KELLY  BARRON 

ITS  NOT  THAT  AMERICANS  ARE 
turning  into  slobs,  it's  just  that  they 
have  better  things  to  do  than  clean 
up.  Women,  especially.  Now  that 
they  have  careers  outside  the  home, 
women  spend  half  the  time  sweeping 
up  dust  bunnies  and  scrubbing  bathtub 
scum  than  they  spent  in  1964. 

Dust  is  gathering  on  gro- 
cery shelves,  too.  Sales  of 
household  cleaners  rose  • 
2.7%  in  the  most  re- 
cently    tracked     12  • 
months  to  $12  billion, 
the  slowest  growth 
since  1997,  according 
to  Information  Re- 
sources Inc.  Net  out 
inflation  and  that's  a 
decline. 

The  trend  is  tak- 
ing a  toll  on  Oakland, 
Calif.-based  Clorox. 
Sales  of  its  epony-  ^ 
mous  bleach  have 
been   flat   for  three 
years.  Not  that  the 
company  hasn't  tried 
to  make  its  family  of 
bleach  products,  which 
account  for  15%  of  its 
revenue,  exciting.  First 
it  pioneered  lemon- 
scented  bleach.  Now  it 
is  pushing  an  "Ultra 
Clorox"  with  the  absurd 
claim  that  its  6%  sodium 
hypochlorite  does  33%  more 
laundry  loads  than  standard 
5.25%  stuff.  The  company  says 
there  are  mystery  additives  that  help 
boost  the  bleach.  Sure. 

For  the  fiscal  year  ended  June  30, 
net  income  at  Clorox — which  also  sells 
Pine-Sol,  Formula  409,  S.O.S.  pads  and 
other  brands — was  expected  to  fall 
10%  to  $377  million,  or  $1.61  a  share, 
on  revenues  of  $4  billion.  It's  quite  a 
comedown  for  Chief  Executive  G.  Craig 
Sullivan,  following  as  it  does  five  years 


Clorox  fumbled  its 
acquisition  of 
Glad  bag  maker 
First  Brands.  Can  it 
clean  up  the  mess? 

of  average  double-digit  earnings 
increases.  The  stock  has  col- 
lapsed fi-om  a  high  of  $67  two 
years  ago  to  a  recent  $35. 

Now  there's  talk  on  Wall 
Street,  wishful  thinking  per- 
i    haps,  that  Clorox  is  a 
takeover  candidate. 
Much  of  the  speculation 
revolves  around  the  27% 
stake  in  the  company 
^       owned  by  German  chem- 
ical   and  household- 
^  products  manufacturer 
Henkel,  which  has  pa- 
tiently held  its  invest- 
ment since  the  1980s. 
"If  Henkel  could  find 
a    way    out,  they 
^  would,"  says  Andrew 
Shore,  an  analyst  at 
Deutsche  Bank. 

Sullivan,  61,  got 
off  to  a  good  start 
after  his  ascension 
'  to  the  top  spot  in 

*  1992.  Then  hubris 

t  set  in.  Convinced 

he    could  apply 
^  Clorox's  marketing 

magic  to  trash  bags  and 
kitty  litter,  Sullivan  paid 
$2  billion  in  stock  and 
assumed  debt  two  years  ago 
for  First  Brands,  the  maker  of 
Glad  bags  and  Johnny  Cat  litter. 

"It's  been  a  huge  surprise  the  First 
Brands  acquisition  has  done  so  poorly," 
says  Wendy  Nicholson,  an  analyst  at  Sa- 
lomon Smith  Barney  who  follows  the 
company.  "My  biggest  criticism  is  that 
Clorox  took  over  with  a  level  of  arro- 


gance that  was  inappropriate." 

Clorox  made  it  clear  from  the  sti 
it  was  a  takeover,  not  a  merger 
equals.  Sullivan  excluded  First  Brani 
executives  from  the  conference  call  £ 
nouncing  the  deal.  Soon  after  the  trai 
action  closed  in  January  1999,  he  fii 
255  employees  at  First  Brands'  he; 
quarters.  The  management  turmoil  <i 
curred  at  a  time  when  Clorox's  os 
talent  was  being  poached  by  dot-co 
in  its  SUicon  Valley  neighborhood,  s; 
Richard  Satterfield  Jr.,  a  Cincinna 
based  executive  recruiter. 

Typical  of  the  expatriates  is  Ti 
Shah,  29,  who  left  a  position  as  a  Clot 
associate  marketing  director  in  1999 
cofound  Zbox,  which  makes  high-te 
mailboxes.  Shah  recalls  spending  th: 
months  at  Clorox  slogging  throu 
price-elasticity  studies  for  a  50-page 
port  to  determine  whether  to  raise  ( 
price  of  a  product  by  a  few  cents.  At  I 
new  company,  she  overturned  the  e 
tire  business  model  in  two  days. 

"At  Clorox  there's  a  formula 
everything,"  says  Shah. 

But  the  company  has  yet  to  find  I 
formula  to  fix  First  Brands.  The  Gl 
bag  business,  now  15%  of  Clorox's  n 
enues,  has  been  hard  hit  by  rising  re 
prices  and  marketing  miscues.  Clot 
acquired  the  business  just  as  cheap 
no-name  brands  were  stealing  busin 
from  the  name  brands.  Private-lal 
food  storage  bags  have  grown  12% 
nuaUy  since  1995,  compared  with  oi 
5%  for  the  entire  category. 

The  Glad  products  have  1« 
ground.  Glad  bags'  market  share  li 
fallen  ten  points  since  1995  to  17%, 
cording  to  Information  Resourc 
(Clorox  won't  release  Glad's  numbe 
but  claims  that  the  brand's  marl 
share  is  improving. )  Meanwhile,  Pac 
Corp.'s  Hefty  has  doubled  its  marl 
share  in  the  past  five  years  to  15%. 

Characteristically  tight-lipped,  S 
livan  refused  to  be  interviewed.  But 
last  year's  annual  report,  he  boasted 
shareholders  of  Clorox's  goal  to  e 
pand  sales  by  9%  annually  and  incre; 
profits  at  an  even  faster  rate. 

This  year's  annual  report  promi, 
to  be  a  little  more  humbling. 
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How  daunting  is  your 
next  IT  project? 


Not  at  all? 
Slightly? 
V-v-v-very? 

If  you're  concerned  about  a  major 
technology  assignment,  we  can  help. 

At  AMS  we've  been  managing  giant 
IT,  systems  integration,  and  eBusiness 
engagements  for  over  30  years. 

From  5 1  offices  worldwide,  for 


thousands  of  clients. 

And  for  hundreds  of  companies  in 
the  FORTUNE  500*. 

So  when  you're  ready  to  put  together 
a  shortlist  of  consultants,  we  hope 
you'll  call. 

Because  we  can  tell  you  exactly  what 
to  expect  from  us: 

0 


Industrial 
strength  IT 


ams.com 


 :  Backseat  Driver  By  JerryJlM 

The  Car  Crises 


DETROIT  IS  IN  CRISIS.  AT  GENERAL  MOTORS  THE 
crisis  is  about  market  share.  At  Ford,  about  man- 
agement. At  Chrysler,  which  is  German-owned 
now,  there's  a  just-what-or-who-are-we-trying-to- 
save  crisis.  First,  General  Motors  and  market  share. 
Once  GM  leaders  said  they  wanted  only  a  "profitable"  per- 
centage of  total  auto  sales.  But  after  seeing  its  share  fall  to 
26.4%  in  April,  GM  is  panicking  and  is  now  willing  to  forget 
the  profits  to  save  the  share. 

The  proof  is  in  its  new  incentive,  which  goes  beyond 
the  typical  rebate  of  several  thousand  dollars.  GM  is  telling 
its  lease  customers  that  if 
their  vehicle  leases  expire 
anytime  between  Sept.  1 
this  year  and  Mar.  31  next 
year  (the  window  at  Cadillac 
is  September  through  No- 
vember of  this  year),  they're 
off  the  hook  for  the  remain- 
ing monthly  payments — ex- 
cluding charges  for  excess 
miles  and  damages — if  they 
trade  now. 

That's  spectacular  for  the 
customer,  but  a  sign  of  ur- 
gency for  GM. 

People  at  GM  are  telling 
me  that  the  incentive  could 
well  steal  from  next  year's 
sales  and  create  a  glut  in  the 
used-car  market  that  will  depress  trade-in  values.  Despite  the 
denials,  I  predict  this  will  cost  GM  hundreds  of  millions  of 
dollars.  The  loss  will  turn  up  in  a  little  footnote  in  the  GMAC 
annual  report  in  a  few  years. 

We'll  see  over  the  next  few  months  whether  this  ploy 
turns  GM  around — or  leads  to  fresh  disaster.  The  silver  hning 
in  this:  GM  is  finally  waking  up,  with  company  leaders  raising 
the  battle  ensign  and  ordering:  "Not  one  step  back."  Some- 
times it's  necessary  to  forget  the  cost  and  just  fight  with 
everything  you've  got,  even  if  it's  not  where  or  when  you 
would  choose. 

At  Ford  the  focus  of  the  crisis  is  on  Jacques  Nasser  and 
his  lone-wolf  management  style.  The  Firestone/Explorer 
tragedy  really  is  not  Jac  Nasser's  fault,  but  it  has  spurred 
broader  criticism  of  him.  Among  the  complaints:  He  follows 
fads;  he  hurts  morale  by  grading  5%  of  Ford's  white-collar 
employees  as  losers  every  year;  he  emphasizes  brand 
marketing,  which  has  been  a  huge  failure  in  the  auto 
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At  General 
Motors  it's  a 
market  share 

problem. 
At  Ford  it's  a 
management 
issue. 

At  Chrysler 
it's  a  strategic 

quandary. 


industry.  It's  more  than  like 
that  Ford  will  end  Nassei 
one-man  show  by  bringii 
Ford's  European  boss,  tl 
British-born  Nicholas  Schee 
to  Dearborn  as  a  number  b 
to  share  the  load. 

This  is  a  bad  soluti 
Ford  Europe  has  been  in  trc 
ble  for  two  decades  partly  b 
cause  of  swinging-door  ma 
agement  (see  my  Feb.  10, 
column).  Nick  Scheele  is  one  of  Ford's  best,  but  he  belon 
in  Europe,  continuing  to  save  that  operation.  Nasser,  an  Ai 
tralian,  needs  an  American  to  help  out  in  the  U.S. 

But  with  all  his  problems,  Nasser  is  a  leader,  and  Detr' 
is  sorely  lacking  in  leaders.  My  criticism  of  Ford  (see  my  A 
16  column)  is  that  it  is  letting  General  Motors  catch  up 
and  maybe  even  pass  it — in  the  truck  category.  Ford's  or 
really  successful  vehicle  operation  in  the  U.S.  But  Ford  \^ 
recover,  and  soon,  too. 

As  for  Chrysler,  I  have  come  to  suspect  that  the  Germa 
sent  over  to  run  the  company  have  a  secret  agenda.  They 
more  interested  in  saving  Jiirgen  Schrempp's  job  as  chief  £ 
ecutive  of  DaimlerChrysler  than  in  saving  Chrysler.  Th 
actions  seem  to  be  aimed  at  cutting  short-term  costs  to  hi 
Schrempp  with  his  German  stockholders,  even  if  these  : 
tions  hurt  Chrysler  over  the  long  term. 

Examples:  extending  the  shelf  life  of  Chrysler  pre 
ucts  from  five  years  to  six  (Chrysler's  success  was  built 
speedy  retooling);  ending  support  for  the  Viper  raci 
program,  which  helped  build  Chrysler's  reputation  wor 
wide;  planning  to  use  a  Mitsubishi  platform  for  futi 
Chrysler  small  cars,  one  of  the  weirdest  ideas  I've  ever  (. 
countered,  given  Mitsubishi's  terrible  record  on  defe 
and  design. 

Chrysler  has  good  products:  The  PT  Cruiser  is  a  hit,  a 
the  new  Jeep  Liberty  and  the  coming  Dodge  Ram  pick 
could  be  hits.  But  whether  Chrysler  can  survive  the  Stuttg 
managers  is  another  story. 

These  are  serious  crises  affecting  the  car  industry. 

I  don't  tJiink  it  frivolous  to  use  the  famous  words  of  T 
Paine  to  describe  the  situation:  "These  are  the  times  that 
men's  souls."  But  as  Paine  wrote,  "The  harder  the  confl 
the  more  glorious  the  triumph.  What  we  obtain  too  che 
we  esteem  too  Ughdy." 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  tiie  automobi 
industry  since  1958.  Find  past  columns  at  www.forbes.com/flint. 


energy 


America's  small  business  owners. 
They're  working  twenty-four  hours  a 
day,  seven  days  a  week,  turning  ideas 
into  the  corporations  of  tomorrow. 
What  keeps  them  going?  Ambition, 
strong  coffee  and  a  consistent,  reliable 
source  of  electricity.  The  success 
of  small  businesses  in  America  is 
placing  new  demands  on  our  national 
electricity  supply.  And  there  are 
more  challenges  ahead.  But  with 
government  and  community  support, 
America's  power  companies  can 
build  the  new  generation  facilities 
and  transmission  lines  our  nation 
needs.  Together,  we  can  ensure  that 
today's  entrepreneurs  have  the  power 

they  need  to  keep  growing.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 
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"Noil,  this  may  hurl  a  hit." 


*  LEGAL  SOTE:  IBM.  the  e-business  logo  and  other  marks  designated  *  or  ™  are  trademarks  of  International  Business  Machines  Corporation.  Linux  is  a  registered  tradem 


@  business  infrastructure 


BUILDING  AN  E-BUSINESS 
INFRASTRUCTURE 
ISN'T  BRAIN  SURGERY. 

ITS  MUCH  HARDER. 


THE  AVERAGE  DOCTOR  is  given  fourteen 
years  to  master  the  intricate  art  of  brain  surgery. 
To  manage  the  implementation  ol  an  e-business 
infrastructure  the  average  CEO  gets  all  of  twelve 
months.  Twelve  months  to  make  or  break  a  business. 

It's  no  exaggeration.  When  infrastructures  go 
down,  companies  go  down.  Networlcs  clog  up.  Web 
sites  crash.  Business  relationships  suffer.  Customers 
are  lost.  Inirastructure  is  not  just  an  IT  concern,  it's 
a  corporate  concern.  That's  why  even  non-technical 
types  need  to  understand  the  basics. 

So  here  they  are.  Customers,  salespeople  and 
partners  all  want  more  information  and  more  service. 
But  as  more  Web-based  services  are  introduced, 
the  demands  on  your  systems  increase.  Datiibases, 
company  Web  sites  and  back-end  applications 


need  to  connect.  Legacy  systems,  new  servers,  cell 
phones  and  PDAs  need  to  talk.  It's  enough  to  mal^e 
neurosurgery  look  almost  manageable. 

Here's  where  IBM  can  help.  Our  servers:  scalable, 
flexible  and  capable  of  running  everything  from 
NT®  to  Linux?  Our  software:  industrial-strength 
and  as  open  as  it  is  poweiful.  Our  storage  systems: 
capable  of  turning  forgotten  data  into  a  competitive 
advantage.  And  our  e-business  specialists:  over 
60,000  individuals  with  experience  of  over  20,000 
successful  engagements. 

Remember.  Medulla  oblongata:  hard.  Integrated 
e-business  infrastructure:  harder.  So  take  advantage 
of  the  best  help  you  can  get.  Call  800  426  7080 
(ask  for  infrasti  ucture)  or  visit  ibm.com/e-business 
for  our  latest  white  paper. 


of  Linus  Torvalds.  Other  company,  product  and  service  names  may  be  trademarl<s  or  service  marl<s  of  ottiers.  ©  2001  IBIVI  Corporation.  All  rights  reserved. 
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CIENCE  IS  VENTURING  INTO  A  NEW 
borderland,  one  as  mysterious  as  the  deepest  oceans  and  as 
foreign  as  intergalactic  space.  It  is  the  realm  of  the  tiny,  where 
things  are  measured  in  an  unimaginably  small  unit  called  a 
nanometer,  a  distance  one-hundred-thousandth  the  width  of 
human  hair.  In  this  place  the  distinctions  we  learned  in  high 
school  between  "squishy"  biology  and  "hard"  physics  melt 
away.  In  nanotechnology  everything  is  simply  atoms.  The  sci- 
entist-explorers in  this  space  are  learning  how  to  move  those 
atoms  and  coax  some  to  work  with  others,  all  in  an  attempt 
to  change  the  very  nature  of  matter  itself 

Function  follows  form:  Change  the  molecular  structure  of 
the  materials  used  to  make  computer  chips,  for  instance,  and 
electronics  could  become  as  cheap  and  plentiful  as  bar  codes  on 
packaging.  Lightweight  vests  enmeshed  with  sensors  could  mea- 
sure a  person's  vital  signs.  Analysis  of  a  patient's  DNA  could  be 
done  so  quickly  and  precisely  that  designer  drugs  could  be  fab- 
ricated on  the  fly.  A  computer  the  size  of  your  library  card  could 
store  everything  you  ever  saw  or  said. 

In  this  fourth  annual  spotlight  on  innovators,  FORBES  has 
turned  to  the  scientists  laying  the  ground- 
work for  this  custom-made  future.  Nano- 
technology is  still  in  its  early  days.  Our 
six  pioneers  are  kindred  spirits  to  those 
who  produced  crude  solid-state  elec- 
tronics after  the  invention  of  the  transis- 
tor or  who  roughed  out  the  Internet  in 
the  early  1970s.  "We're  working  out  the 
rules  of  biology  in  a  realm  where  nature 
hasn't  had  the  opportunity  to  work,"  says 
Angela  Belcher,  a  professor  with  the  Uni- 
versity of  Texas. 

Much  of  the  work  is  aimed  at  build- 
ing future  electronic  systems,  whose 


DEGREES  OF  SMALLNESS 


Seattle 


If  a  nanometer  were 
the  size  of  a  penny, 
a  foot  would  stretch 
from  Miami  to  Seattle 


manufacturing  limits  are  becoming  clear.  Using  establish, 
technology,  such  as  Lithography,  the  best  that  chip  manufa 
turers  can  currently  do  is  make  circuit  elements  with  dime 
sions  measuring  130  nanometers  across.  The  prospect 
building  electronic  systems  that  could  be  1 ,000  times  dens 
and  significandy  cheaper,  bit  for  bit,  is  alluring.  Redirectij 
chipmaking  techniques  for  biology  could  dramatically  ir 
prove  how  doctors  diagnose  and  treat  the  ill. 

None  of  this  is  easy,  in  no  small  part  because  scienti; 
will  be  freely  trespassing  on  one  another's  turf  To  make  su 
tiny  electronic  circuits,  physicists  are  trying  to  mimic  natu 
by  finding  ways  to  get  inanimate  materials  to  "self-assembk 
in  a  fashion  analogous  to  the  way  living  things  grow. 

There  are  risks.  Some  nanotechnology  tricks  being  invt 
tigated  now  will  never  be  commercially  feasible,  and  even  t 
ones  that  wUl  be  could  also  attract  the  same  sorts  of  hue 
sters  that  flocked  to  the  Internet.  Pundits  even  debate  t. 
possible  unintended  consequences  of  nanosystems,  includii 
whether  nanomachines  could  spiral  out  of  control. 

The  scientists  profiled  below  hail  from  some  of  the  work 
top  research  organizations  within  bo 
large  companies  and  renowned  univt 
sities.  Their  entrepreneurial  spirit  h 
pushed  some  to  branch  out  to  startu 
that  aim  to  commercialize  their  woi 
The  future  will  indeed  be  amazin 
Watch  these  scientists  make  it  so. 

Gerd  Binnig,  a  fellow  at  IBM,  r 
members  when  other  scientists  wou 
visit  his  laboratory  in  Zurich  and  a 
grily  denounce  him  and  coUeagi 
Heinrich  Rohrer,  as  cheaters.  "They  ji 
didn't  believe  us,"  he  recalls.  In  19i 
Binnig  and  Rohrer  built  what  th 
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Time  and  time  again, 
organizations  like  these 
turn  to  Autonomy. 
For  them,  it's  an  automatic 
decision. 


For  more  information  on  how  Autonomy  can  improve  your 
business  efficiency  by  automating  the  management  of  all 
your  digital  information,  call  us  free  on  1-877-MYAUTONOMY 
or  visit  our  website  at  www.autonomy.com 
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called  a  "scanning  tunneling  microscope."  Painting 
snapshots  of  the  surface  of  inorganic  material,  such  as 
metal  or  semiconductors,  the  STM  gave  scientists  their 
first  visa  to  the  nanoworld. 

By  bringing  a  metal  probe  within  two  atoms  of  a 
sample  material,  Binnig  and  Rohrer  showed  that  the 
material's  surface  was  as  bumpy  as  the  Rocky  Moun- 
tains instead  of  smooth  and  uniform,  as  most  previ- 
ous calculations  had  assumed.  Even  Binnig  could 
hardly  believe  their  results.  "I  thought  matter  was 
simpler.  I  was  impressed  by  its  beauty." 

As  soon  as  scientists  could  see  individual  atoms,  they 
wanted  to  start  playing  with  them.  (The  work  also  won 
Binnig  and  Rohrer  a  share  of  a  Nobel  Prize  in  1986.) 
Fast-forward  to  the  present:  Rohrer,  68,  is  retired,  but 
Binnig,  54,  is  breaking  new  nanoground — literally — 
with  his  "millipede"  storage  system  that  can  record 
more  than  400  gigabits  of  data  over  a  square  inch.  That's 
a  50-fold  step  up  from  IBM's  densest  commercial  drive,  a  70- 
millimeter  platter  that  packs  26  gigabits. 

Along  with  a  team  of  IBM  colleagues  in  Zurich,  Binnig 
created  a  nanoscopic  brush  with  1 ,024  tiny  tips,  each  at- 
tached to  its  own  cantilever.  As  the  cantilevers  move  up  and 

down,  they  make  dents  in  a  

plexiglass-like  polymer;  pic- 
ture an  inverted  version  of 
the  bumps  on  a  roll  of  music 
for  a  player  piano  designed  to 

charm  an  amoeba.  The  tips  can  also  "read"  the  dents  back,  at 
rates  of  up  to  100  megabits  per  second,  by  brushing  back 
over  them.  To  start  over  again,  heat  the  polymer  and  the 
dents  disappear  as  the  molecules  realign  themselves.  "Our  in- 
tention was  to  demonstrate  that  nanotechnology  isn't  that  far 
out,"  declares  Binnig. 

It  will  take  IBM  two  to  three  years  to  commercialize  the 


BUMPY  STORAGE 


Cantilevers 


Polymer  storage  media 


Blow-up  of  single  cantilever 


IBM's  "millipede"  stores  bits  by  making  nanoscale  indents  in  a 
polymer  using  1,024  tiny  tips,  attached  to  cantilevers.  Heating 
the  polymer  "erases"  the  data  by  rearranging  the  molecules 
in  the  polymer  so  that  the  material  is  smooth  again. 


millipede  storage  system,  Binnig  expects.  That  the  millipt 
works  at  all  surprised  even  Binnig,  who  says  he  procra- 
nated  building  the  device  because  he  thought  it  would 
work.  In  the  nanorealm  "your  intuition  fools  you,"  Bin 
says.  "You  might  think  it  would  not  work — but  it  does." 


STICKY  FACES 

Random  self-assembly 


Programmed  self-assembly 


Like  attracts  like:  Putting  soldered  dots  on  the  faces  of  poly- 
mer blocks  makes  them  "sticky,"  or  naturally  attracted  to 
faces  with  matching  patterns.  Harvard  University  re- 
searchers "program"  such  blocks  to  self-assemble  into  spe- 
cific shapes  by  designing  those  face  patterns  carefully. 
Adding  transistors  to  the  faces  results  in  a  simple  3-D  circuit. 


NANOTECH  RISK  FACTORS:  IT  MIGHT  NOT  WORK, 
OR  IF  IT  DOES,  IT  MIGHT  ATTRACT  HUCKSTERS. 


At  the  heart  of  Binnig's  work  are  mechanical  princip 
Others  are  turning  toward  nature  for  insights  into  how 
manipulate  matter.  Nature  builds  nanostructures  all  the  tir 
But  rather  than  painstakingly  trying  to  assemble  every  f 
ture,  biological  systems  essentially  are  programmed  w 
rviles  that  guide  how  materials  should  build  themselves. 

Chemists  work  much  the  same  way,  says  George 
Whitesides,  62,  who  joined  Harvard  University  as  a  tenu 
chemist  in  1982.  "Chemists  have  always  been  in  the  busin 
of  taking  atoms  and  putting  them  together  with  other  ato 
with  precisely  defined  connections,"  he  says. 

That  kind  of  work  used  to  be  aimed  at  concocting  n 
drugs.  Now  it's  aimed  at  the  microchip  business.  By  the  19 
microelectronics  engineers  were  beginning  to  worry  that  pa 
ing  ever  more  transistors  onto  computer  chips  was  going  to 
impossibly  expensive.  Whitesides,  who  had  long  served  a 
consultant  to  the  Department  of  Defense,  had  a  reputation 
doing  unconventional  chemistry  by  exploring  interactions 
tween  unlikely  pairings  of  materials.  Why  not,  he  asked, ; 
chemistry  to  work  to  make  novel  electronic  circuits? 

That  question  has  led  Whitesides  to  the  forefront  of  c 
of  the  most  intriguing  nano-explorations:  figuring  out  h 
to  coax  materials  to  "self-assemble,"  or  put  themselves 
gether  in  precise  ways. 

Trying  to  build  nanoscale  electronics  with  even  the  m 
sophisticated  tools  from  the  chip  business  is  exquisit 
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TAX  REFORM 


THAT. 


COULD  HELP  YOU  MOST  ISN'T  IN,  CONGRESS. 


IT'S  IN, 


GERMANY! 


lermany  is  getting  a  series  of  monumental  tax  breaks.  New  money  will  pump  into  business  and  create  terrific  opportunities  for  investors. 
;  another  example  of  how  in  today's  global  economy  you  have  to  watch  beyond  your  borders."  Dr.  Bob  Froehlich,  Chief  Investment  Strategist:  ■ 
)  one  is  watching  more  closely  than  Scudder.  We've  built  a  global  network  of  analysts  and  partners.  These  experts  get  information  firsthand  and;  ■ 

slate  it  into  smarter  investments.  Ask  your  financial  advisor  how  our  Worldwide  perspective  can  help  you.  Call  Scudder  Investments  at  1-800-62 1-1043. 

visit  www.scudder.com  for  more  of  Dr.  Bob  Froehlich's  views  on  how  Germany's  kinder,  gentler  tax  plan  could  impact  your  portfolio. 

SCUDDER 

INVESTMENTS 

Translating  Opportunity 

■      '  '          ,  ■  '--^  V.  a';-  '  ,  ■  .    ■  ■ 

Mutual  Funds  Annuities  Retirement  Plans 

ore  complete  information  about  Scudder  Investments,  contact  your  investment  professional  and  ask  for  a  current  prospectus  or  call  t-800-621-1048, 
the  .prospectus  carefully  before  investing.  ©2001-  Scudder  Distributors,  Inc.  13096  (7/2/01)  A  memberof  ^  Zurich  Scudder  Investments 
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TILE  BY  TILE 


Abalone  shells  are  made 
of  nanoscale  tiles  of 
variations  of  chalk, 
assembled  by  instruc- 
tions from  proteins. 
University  of  Texas 
researchers  are  altering 
how  semiconductors 
grow  by  attaching  pro- 
teins to  the  atoms  that 
make  up  a  semiconduc- 
tor crystal.  For  instance, 
proteins  can  block  other 
atoms  from  joining  a 
crystal,  capping  the 
material's  growrth. 


■  Blocked  Atom 


I 

Attached  protein 


hard — like  doing  a  tiny  line  drawing  with  an  infant's  extra- 
thick  crayons.  By  contrast,  living  cells  are  full  of  machinery 
that  assemble  nanoscale  structures  all  the  time. 

Inspired  by  the  complex   

structure  of  proteins,  White- 
sides  thinks  he  can  build  a 
three-dimensional  circuit  that 

assembles  itself.  He  takes  tiny   

polymer  blocks  and  affixes  electronic  devices  like  transistors 
on  a  number  of  faces.  His  team  adds  solder  dots  on  other 
faces,  then  strings  the  blocks  together  like  beads  on  a  fine  wire. 

The  "magic"  is  in  the  solder  dots,  which  are  attracted  to 
one  another,  much  the  way  two  drops  of  water  on  a  wind- 
shield merge  into  one.  The  die  sides 
with,  say,  two  solder  dots  are  attracted 
to  others  with  two  solder  dots;  those 
with  three  are  attracted  to  other  groups 
of  three. 

Suspend  the  necklaces  of  blocks  in 
water  and  the  solder  dots  com.e  to- 
gether, forming  connections  and,  ulti- 
mately, a  three-dimensional  circuit. 
"If  we  do  the  design  right,  this  thing 
should  fold  together  just  one  way," 
Whitesides  says. 

Making,  say,  500  components 
come  together  is  daunting,  he  adds. 
"But  we're  not  steering  blind.  Nature 
does  it.  We  know  that  500  amino  acids 


can  fold  to  make  just  one  protein." 

Angela  Belcher,  34,  of  the  University  < 
Texas,  also  believes  that  proteins  are  the  keys 
unlocking  new  semiconductor  material 
Abalone,  she  says,  make  their  shells  by  creatii 
a  fine  brick-like  wall  of  nanosize  tiles  of 
types  of  chalk,  something  that  makes  the 
3,000  times  tougher  than  the  chalk  found 
rock.  "They're  perfect  nanostructures,  ar 
that's  related  to  why  they're  so  tough,"  s 
says.  Proteins  signal  when  the  abalone  shou 
grow  a  tile.  As  Belcher  was  finishing  her  gra 
uate  degree,  she  made  a  conceptual  leap:  Wl 
not  use  proteins  to  direct  the  nanostructure 
semiconductors?  "People  didn't  think  abo 
putting  these  things  together,"  Belcher  sa) 
"Most  just  thought,  'This  will  never  work.'" 
Structure  matters.  For  decades,  silicon  e 
gineers  have  worked  hard  to  make  silicon  cr> 
tals  grow  as  perfectly  as  possible  so  that  ele 
trons  will  whiz  through,  producing  a  fast 
chip.  Belcher  wants  to  control  far  more  aspei 
of  crystal  growth.  She  did  not  know  whi 
proteins  might  trigger  semiconductor  growl 
So  she  turned  to  a  time-tested  approach  fro 
the  pharmaceutical  industry:  Throw  the  kitchen  sink  at  ei 
She  started  with  a  billion  viruses,  each  carrying  a  differe 
genetically  modified  protein.  She  mixed  them  in  solutii 


1  # 


CONTRARY  THINKING 


WE'RE  WORKING  OUT  THE  RULES  OF  BIOLOGY  IN  A  REALI 
WHERE  NATURE  HASN'T  HAD  AN  OPPORTUNITY  TO  WORI 


with  a  semiconductor,  then  checked  to  see  whether  sor 
proteins  would  stick  to  the  semiconductor.  The  techniq 
worked.  She  washed  away  the  irrelevant  ones,  then  repeat 
the  process.  By  running  through  the  routine  a  half  doz 
times,  Belcher  began  to  believe  that  she  could  control  he 
semiconductor  crystals  grow. 

Now,  two  years  later.  Belcher  a 
her  team  are  collecting  a  toolbox 
proteins  that  alter  crystal  growth 
various  ways.  "It  took  the  abalone  rr 
lions  of  years  to  evolve,"  Belcher  sa 
to  get  the  right  proteins.  "It  takes  abc 
three  weeks  on  the  bench  top." 

Working  through  the  perioc 
table.  Belcher's  university  team  1 
tested  proteins  that  stick  to  about 
different  inorganic  materials.  TI 
spring  Belcher  and  Evelyn  Hu  of  1 
University  of  California,  Santa  B; 
bara,  cofounded  a  company,  Semzyr 
to  systematically  develop  a  prot« 


Cross  section  of  channel 
Direction  of  DNA  motion  — ♦ 

Buffer  solutio 

"          Silicon  substrate 

Separating  large  fragments  of  DNA  from  a 
solution  takes  time.  At  Cornell  University 
scientists  design  a  racetrack  of  tiny 
channels  littered  with  nanometer-size 
obstacles.  When  they  apply  an  electric 
field,  forces  pull  bigger  DNA  molecules 
along  faster  than  small  ones. 
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TOMORROW 


TOYOTA 


lass-produce  a  hybrid  The  other  10% 

/stem  that  reduces 
nog-forming  emissions 
y  up  to  90% 


In  1997,  Toyota  was  the  first  car  company 
in  the  world  to  nnass-produce  a  hybrid 
vehicle.  By  combining  gasoline  and  electric 
power,  the  Prius  reduces  smog-forming 
emissions*  cuts  gas  consumption  in  half, 
and,  in  short,  has  revolutionized  the  way 
cars  affect  our  environment. 

Even  so,  we're  not  resting  on  our  laurels. 
The  Toyota  Hybrid  System  is  being  further 
refined,  to  make  it  cleaner  and  more 
efficient.  And  we're  continuing  to  search 
for  even  greener  forms  of  transportation. 

The  next  step?  A  hydrogen-powered  fuel 
cell  vehicle  whose  only  emission  is  pure 
water.  And  beyond  that,  who  knows.  But 
no  matter  what  fresh  alternatives  are 
discovered  in  the  future,  they  won't  be 
found  overnight.  They'll  be  the  result  of 
90%  perspiration.  And  10%  inspiration. 

www.toyota.com/tomorrow 


measurements  of  hydrocarbons  and  oxides  of  nitrogen.  Compared  to  the  average  car.  C02001 
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MOLECULAR  CONNECTION 


YOUR  INTUITION 
THINK  IT  WOULD 


Gold  dots  are 
the  electrodes 
at  both  ends  of 
a  molecular 
switch 
designed  at 
Yale  University. 
Applying  a  volt- 
age makes  the 
molecule  con- 
duct electricity, 
turning  it  "on." 


toolkit.  "Right  now,  we're  trying  to  learn  the  rules,"  she  says. 

Harold  Craighead,  48,  recently  appointed  dean  of  engi- 
neering at  Cornell  University,  is  trying  hard  to  break  the 
rules — at  least,  the  traditional  rules  that  separate  fields  like 
physics  and  biology.  At  Cornell's  Nanobiotechnology  Center 
physicists,  engineers,  biologists  and  chemists  collaborate, 

crushing  the  time-honored  aca-  

demic  distinctions  separating 
them.  He  tries  to  do  the  same  in 
his  own  work  as  a  scientist,  using 

a  physicist's  collection  of  tricks   

to  understand  and  work  with  biological  molecules.  He  pokes, 
prods  and  stretches  DNA  molecules  to  understand  the  physics 
that  govern  them.  One  result:  a  technique  for  dramatically 
speeding  up  the  job  of  separating  large  fragments  of  DNA,  a 
likely  boon  for  diagnosing  diseases. 

To  study  the  properties  of  DNA  molecules,  Craighead  and 
his  associates  employ  lithographic  equipment  like  that  used 
by  the  chip  industry  to  make  tiny  obstacle  courses  for  mole- 
cules. On  a  piece  of  silicon,  they  etch  tiny  channels  with 
bumps  35  to  90  nanometers  high.  They  then  put  a  drop  of 
solution  containing  DNA  fi-agments  at  one  end  of  the  channel 
and  turn  on  an  electric  field:  Weirdly  enough,  the  bigger  the 
fragments,  the  faster  they  move  over  the  bumps.  It  takes  only 
a  few  minutes  for  Craighead's  group  to  separate  large  DNA 
fragments  from  a  sample.  Traditional  means  could  take 
many  hours  for  the  same  material. 

Marrying  molecular  biology  and  lithography  is  already 
producing  a  wealth  of  other  novel  diagnostic  techniques.  One 
of  Craighead's  favorites:  a  tool  that  could  detect  whether  food 
is  spoiled.  It's  the  micron  equivalent  of  a  dipstick,  a  tiny  can- 
tilever with  antibodies  on  the  tip.  The  antibodies  attach  to  cer- 
tain bacteria,  causing  the  cantilevers  to  vibrate.  Electronic  sys- 
tems sense  the  vibrations  and  set  off  an  alert.  With  such 
nanoscopic  feelers,  they  can  detect  even  a  molecule  of  gas. 

"This  is  no  more  sophisticated  than  the  electronics  in  a 
singing  birthday  card,"  Craighead  says.  Such  systems  could 
easily  be  built  into  every  refrigerator. 

R.  Stanley  Williams,  49,  and  a  fellow  at  Hewlett-Packard, 
just  wants  to  build  a  better  computer.  "A  computer  still  isn't 


smart  and  isn't  easy  to  use,"  Williams  says.  "We  want  to  rr 
vastly  more  capable  computers  that  are  cheaper  to  build 
that  run  on  less  power." 

The  model  WilHams  and  his  colleagues  have  in  min( 
of  course,  the  human  brain,  an  instrument  with  trillion 
neurons.  Any  one  neuron  is  slower  to  act  than  a  transistoi 
a  Pentium  chip,  but  collectively,  the  brain's  neurons  pro 
far  more  information  than  the  biggest  array  of  Pentiums 

To  mimic  the  brain  Williams  needs  switches  and  w 
thousands  of  times  smaller  than  those  in  the  best  silicon 
vices  and  a  radically  different  design  for  the  overall  compi 
For  switches  Williams  and  his  HP  colleagues,  along 
James  Heath  at  the  University  of  California,  Los  Angeles, 
turning  to  molecules.  Carbon  nanotubes  are  promising  > 
didates  for  wires.  They  are  atomically  perfect  structures, 
2  nanometers  wide,  and  as  much  as  a  million  times  as  Ic 
Some  are  metallic  and  have  proven  to  be  the  best  conduc 
yet  discovered,  others  are  semiconductors. 

For  their  system  Williams  and  his  colleagues  construe 
electronic  sandwich:  a  layer  of  wires,  then  a  layer  of  rota> 

FOOLS  YOU.  YOU  MIGHT 
NOT  WORK-BUT  IT  DOES. 


molecules  that  act  like  swatches,  topped  with  another  layt 
wires  that  run  perpendicular  to  the  first  layer.  The  molec 
become  devices  at  the  points  where  the  wires  cross. 

Some  of  the  molecular  switches  may  not  work — so 
thing  that  would  be  a  devastating  problem  for  conventii 
electronic  circuits.  But  the  scientists  believe  they  can 

SWITCHING  PLACES 


Closed  ^  Open  * 
switch  switch  y 


Single  layer  of 
switch  molecules 


Grounded  wire 


Voltage  signal 


Wire 

Silicon  substrate 

A  molecular  switch  designed  by  researchers  at  UCLA  anc 
Hewlett-Packard  sandwiches  a  single  layer  of  switch 
molecules  between  layers  of  nanoscale  wires.  Applying 
different  voltages  turns  the  switches  either  on  or  off. 
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with  defective  components 
by  programming  their  way 
around  them,  a  trick  that 
has  been  used  in  some  kinds 
of  siHcon  chips  and  in  ex- 
perimental computers. 

That's  the  future.  For 
now,  Williams  and  his  team 
are  tackling  such  funda- 
mental challenges  as  show- 
ing that  their  switches  work 
and  figuring  out  how  to  get 
data  in  and  out  of  tiny  mo- 
lecular devices. 

At  UCLA  Heath  is  near- 
ing  the  end  of  a  two-year  ef- 
fort to  build  a  molecular  16- 
bit  memory  unit.  "By  the 
end  of  summer  we'd  like  to 
demonstrate,  on  a  nanome- 
ter scale,  logic  devices  that 
are  like  the  chips  you  could 
buy  in  1970,"  Williams  says. 
"Then  we'd  like  to  boost 
performance  eight  times 
every  18  months,"  he  adds, 
in  order  to  achieve  a  16- 
kilobit  memory  by  2005.  If 
he  is  successful,  he  reckons 
that  in  ten  years  his  devices 
will  rival  the  power  of  the 
best  available  conventional 
silicon  chips.  Yet  because  his 
chips  will  be  built  ft-om  or- 
ganic molecules,  manufacturing  them  might  be  more  like 
rolling  out  a  sheet  of  photographic  film  than  etching  squares 
of  silicon,  Williams  says. 

Mark  Reed,  46,  now  chairman  of  Yale  University's  electri- 
cal engineering  department,  is  convinced  that  some  form  of 
electronics  will  ultimately  be  built  fi-om  self-assembling  com- 
ponents. In  the  beakers  in  his  laboratory  he  is  ex- 
ploring just  what  types  of  molecules  can  be 
coaxed  to  work  together  to  conduct  current. 

In  June  Reed  published  a  paper  describing 
how  he  made  memory  devices  by  sandwiching 
carbon-based  molecules  between  two  dots  of  gold 
measuring  less  than  50  nanometers  across.  Apply 
a  voltage  to  the  device  and  the  molecules  re- 
arrange themselves  to  conduct,  essentially  turning 
on.  Other  pulses  can  nudge  the  molecules  to  re- 
arrange themselves  into  a  nonconducting  state, 
turning  off  much  as  a  random  access  memory 
chip  does.  Still  other  voltage  pulses  can  read 
whether  the  molecules  are  off  or  on. 


George  M.  Whitesides.  Harvard  University,  mixes  chemistry  cocktails  with  twists  of  biology  and  physics 

"Our  next  step  is  to  get  our  hands  on  the  knobs  of 
controls,"  says  Reed,  by  understanding  the  physics  beh 
how  electrons  move  through  such  materials.  "Molecular 
vices  could  be  used  to  replace  memory.  Will  they  be  as  gc 
as  silicon?  Probably  not.  WUl  they  be  cheaper?  Yeah." 
Imagine,  he  says,  memory  so  cheap  that  people  thr 
-  away  electronics  the  way  they  do  packaging.  \\1 
electronics  are  that  cheap,  the  way  we  use  th 
changes  fundamentally.  Electronics,  for  instar 
could  replace  bar  codes.  Shoppers  would  still  p 
groceries  off  the  shelf,  but  rather  than  waitind 
a  checkout  fine,  they  would  wheel  their  loac 
carts  through  a  portal  like  a  metal  detector. ' 
electronics  would  signal  how  much  should  be 
ducted  from  the  shopper's  bank  account. 

Nice — yet  Reed  contends  that  the  most 
triguing  appUcations  have  yet  to  be  in\'ented. 
you  had  extrapolated  from  1950s  technology',  w 
all  have  nuclear-powered  toasters  instead  of  PCs 
our  desks." 


SCIENTISTS 
ARE  NOT 
STEERING 
BLIND,  SAYS 
WHITESIDES. 

NATURE 
ASSEMBLES 

NANO- 
STRUCTURES 
EVERY  DAY 
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As  the  sputtering  lunge  of  the  staUing  motor  was 
replaced  with  a  single  loud  pop,  then  a  chilling 
stillness,  the  pilot  suddenly  had  an  idea. 

"You  handle  this,"  he  told  the  copilot. 
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BY  DIRK  SMILLIE 

JENNIFER  OZ  LEROY  MARCHES 
into  her  Manhattan  office  and, 
rhinestone- studded  cell  phone 
in  hand,  demands  a  status  re- 
port on  a  doorman  who  has 
been  rude  to  patrons  at  the  Russian  Tea 
Room.  Michael  Desiderio,  general  man- 
ager of  the  restaurant,  gently  reminds 
LeRoy  that  the  staffer  was  hired  for  his 
looks,  not  his  personality.  "I  don't  care 
how  good-looking  he  is,  I  want  him 
gone!"  LeRoy  snaps,  her  voice  rising. 

Not  an  unusual  exchange,  except  that 
LeRoy,  22,  is  chief  executive  of  privately 
held  LeRoy  Adventures,  and  Desiderio 
was  her  boss  until  February.  That  was 
when  LeRoy's  flamboyant  restaurateur- 
father,  Warner  LeRoy,  died  and  left  the 
business  to  his  inexperienced  youngest 
child.  It  was  a  final  grand  gesture  befit- 
ting an  entrepreneur  known  for  theatri- 
cal whims. 

But  it's  one  thing  to  crack  open  a  bot- 
tle of  champagne  with  a  sword,  as  the 
late  LeRoy  could  do.  It's  another  to  hand 
a  $54  million  (sales)  company  to  some- 
one young  enough  to  appear  in  Teen 
Vogue,  as  Jennifer  will  in  August.  Before 
her  father  died  of  complications  from 
lymphoma,  Leroy  worked  her  way  up 
from  baking  cookies  and  slicing  lemons 
at  Central  Park's  Tavern  on  the  Green, 
also  owned  by  the  company,  to  head  of 
kitchen  control.  In  February  2000  she 
was  promoted  to  director  of  operations 
at  the  Russian  Tea  Room  and  then  to  vice 
president  of  both  restaurants. 

In  a  will  signed  in  November  her  fa- 
ther decided  that  of  his  three  daughters 
and  one  son,  Jennifer  was  best  suited  to 
take  over.  She  won't  admit  to  any  doubts 
about  her  abilities.  "No  one  knows  these 
two  restaurants  better  than  I  do,"  she  in- 
sists. "I  have  my  dad's  genes,  his  instincts 
and  his  vision.  He  put  me  in  charge,  and 
that  wasn't  a  personal  choice — it  was  a 
business  decision." 

But  a  wise  one?  Bouncing  crass  door- 
men is  the  least  of  LeRoy's  challenges. 
Tavern  on  the  Green  is  in  good  shape:  At 
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$37  million  in  revenues  last  year  it  is  one 
of  the  nation's  highest-grossing  restau- 
rants. But  business  is  less  than  booming  at 
the  28,000-square-foot  Russian  Tea 
Room,  which  is  better  known  for  its 
"Ivana  Trump  goes  to  Las  Vegas"  decor,  as 
Zagat  Survey  put  it,  than  its  food. 

The  restaurant,  which  Warner  LeRoy 
once  said  needed  to  bring  in  $18  million 
a  year  to  break  even,  did  only  $17  mil- 
lion last  year.  Jennifer's  father,  a  notable 
schmoozer,  was  too  sick  to  work  the 
room  before  he  died.  There  was  also  in- 
creased competition  from  new  high-end 
restaurants  that  opened  nearby  in  mid- 
town  Manhattan.  "She's  going  to  have 
her  hands  full  trying  to  right  a  ship  that 


making  booths  more  open.  She  has 
tried  hiring  a  fetching  woman  to  st 
along  the  sidewalk  in  front  of  the  rest 
rant  and  give  away  cups  of  cold  bors< 
a  gesture  geared  to  attract  walk- in  bi 
ness  to  a  restaurant  where  it  was  o 
impossible  to  get  a  reservation.  He 
another  idea  that's  sure  to  turn  he 
among  the  staid  set  who  like  to  stoj: 
for  beef  stroganoff  before  the  theatei 
a  concert:  LeRoy  hopes  to  lure  youn 
well-to-do  diners  by  opening  a  come 
you-are  Uve  music  lounge  on  the  sect 
floor,  where  a  $100,000, 16-foot  revoK 
bear-shaped  aquarium — with  parrot 
and  Congo  tetras — is  the  centerpi< 
Quite  a  change  from  the  aging  celel 


HEIR  WAVES 


is  saddled  with  debt  and  underperform- 
ing,"  says  Gary  Levy,  a  restaurant  con- 
sultant and  partner  at  J.H.  Cohn,  an  ac- 
counting firm. 

In  easing  the  restaurant  off  the  shoals 
LeRoy  must  deal  with  a  partner  in  the 
74-year-old  Russian  Tea  Room  (Tavern 
on  the  Green  is  owned  outright).  Vor- 
nado  Realty  Trust  kicked  in  nearly  half  of 
the  Tea  Room's  recent  $22  million  reno- 
vation for  a  50%  stake,  two  years  after 
LeRoy  bought  it  for  $6.5  million  in  1996. 
Jennifer  insists  that  Vornado  Chief  Exec- 
utive Steven  Roth  is  supportive  of  her. 

In  any  event  she's  wasted  little  time 
in  revising  her  father's  final  project. 
LeRoy,  who  earns  $250,000  a  year,  has  al- 
ready revamped  the  menus,  substituting 
grilled  fish  and  salads  for  squab  shash- 
lik — that's  pigeon  on  a  skewer — and 
pickled  vegetables.  She  is  no  fan  of  Russ- 
ian dishes,  which  still  make  up  20%  of 
the  menu.  "I've  tasted  food  in  Russia," 
she  says,  "and  it's  a  little  scary." 

So  is  the  restaurant's  attitude,  she 
says.  LeRoy  is  determined  to  redesign  the 
ground  floor  of  the  four-story  eatery  by 


ties  and  media  brass  the  late  LeRoy  K 
to  court. 

But  walk- in  diners  with  a  taste 
chicken  Kiev  and  live  music  can 
only  so  much  to  the  top  line.  Lei 
must  bolster  the  private-party  busui 
which  makes  up  45%  of  sales.  She's  j 
ting  suggestions  from  her  brother,  M 
imilian,  26,  who  books  events  at 
restaurants,  and  Alan  Garmise,  54,  v 
went  to  work  for  LeRoy  a  year  aftei 
bought  Tavern  on  the  Green  in  1 ' 
LeRoy  says  she  seeks  his  advice  on  rr 
things.  "But  I  make  all  the  decisions 

LeRoy  Adventures  is  more  pla) 
than  it  was  under  her  demanding  fat 
Jennifer,  who  sports  hip-hugger  je 
and  white  T  shirts,  lets  her  dogs,  Ch 
and  Rex,  romp  around  her  office.  Brol 
Max  has  a  light  touch.  He  interrupts 
recent  meeting  to  show  his  sister  a 
that  blows  bubbles  out  its  bare  bottc 
LeRoy  considered  keeping  the  doll  on 
desk — a  useful  tool  for  responding  w. 
someone  pitches  her  a  dumb  ic 
"Something  tells  me  I'm  probably  gc 
to  need  that,"  she  says. 


£MTREPRENEURS  

BY  VICTORIA  MURPHY 

A(,0()U  IDl.A  IN  THE  WRONG  HANDS  IS  NOT  A  PRE'I . 
sight.  Resheda  Hagen,  a  onetime  United  Airlines  fli  | 
attendant,  got  a  notion  for  a  business  from  a  comn- 
affliction  of  nursing  mothers:  sore  nipples.  The  best  thing 
it  is  lanolin.  In  1989  she  convinced  a  lab  in  the  U.K.  to  g 
her  an  exclusive  on  what  she  decided  to  call  "the  worl 
purest  lanolin" — w^ith  only  one  part  per  million  of  pe 
cides,  and  less  than  1.5%  free  lanolin  alcohol,  the  stuff  t 
can  cause  allergic  reactions.  Lansinoh  would  wholesale 
$4.80  for  a  2-ounce  tube.  "If  I  feel  like  something  is  righ 
have  to  find  a  way  to  do  it,"  says  Hagen,  now  57. 

But  not  necessarily  the  right  way.  The  La  Leche  Leagu 
lactation  group  that  believed  lanolin  was  harmful,  locked 
out  of  conferences  that  could  have  spurred  sales.  Its  meml: 
took  to  calling  her  "Lanolin  Lady" — a  harmless  bit  of  b 
except  that  no  retailer  would  take  her  product  without 
league's  endorsement. 

Worse,  Hagen  saddled  herself  with  a  three-year  agreem 
from  the  British  lab  to  buy  $500,000  worth  of  the  premi 
sheep  oil.  To  meet  those  payments  she  loaded  up  14  cr< 

Resheda  Hagen  jumped  into  the  big  time  wit 
an  order  from  Wal-Mart.  But  tough  terms— a 
her  own  mistakes— may  wreck  her  company 


ds,  totaling  $300,000,  cashed  out  her  husband's  retirement 
n  and  took  out  a  personal  loan.  While  she  managed  to  sell 
;w  thousand  tubes  to  hospitals  who  would  take  them,  70% 
the  shipment  remained  unsold  in  a  North  Carolina  ware- 
use.  "We  were  really  at  the  bottom,"  Hagen  recalls. 
Finally,  a  break.  In  1992  U.S.  Pharmacopeia,  a  non- 
t^ernmental  agency  that  sets  standards  for  drugs,  estab- 
led  a  new  rating  for  ultrapure  lanolin.  That,  plus  reports 
m  doctors  and  testimonials  from  mothers,  convinced  La 
:he  to  give  Lansinoh,  based  in  Alexandria,  Va.,  an  official 
iorsement  in  1993.  A  year  later  Walgreens  put  Lansinoh  in 
00  stores;  sales  doubled  to  $660,000,  though  the  company 
t  $900,000.  By  1996  Hagen  turned  a  $400,000  profit  on 
;s  of  $1.7  million. 

Then  came  the  big  time — and  with  it,  a  new  set  of  self-in- 
ted  calamities.  In  1999  Hagen  struck  a  deal  with  Wal-Mart 
it  would  double  her  revenues  to  $1 1.6  million.  The  giant 
liler  wanted  not  only  her  lanolin  but  also  a  line  of  44  nurs- 
;  items — and  it  wanted  them  in  the  stores  three  months 
ir.  Hagen  couldn't  say  no.  "I  knew  there'd  be  problems," 
:  says.  "I  just  didn't  know  they'd  be  this  bad." 
Six  weeks  later  Hagen's  main  creditor,  SunTrust,  refused 
extend  her  credit  line  to  $1  million.  The  lending  officer 
s  concerned  that  she  couldn't  handle  an  order  as  large  as 
il-Mart's.  She  went  begging  to  family  and  friends,  who 
itributed  $400,000.  Not  enough.  Hagen  had  imprudently 


agreed  to  pay  upfront  50%  of  a  total  $5  mUlion  order  fi^om 
the  suppliers  of  items  like  nursing  pads  and  pillow  supports. 
"That  was  a  big  mistake,"  she  admits. 

Hadn't  she  learned  fi^om  her  first  near-fatal  catastrophe, 
committing  to  buy  sheep  oil  before  persuading  La  Leche  that 
her  product  wasn't  pure  poison?  Evidently  not. 

Desperate,  Hagen  turned  to  a  New  Jersey  private  equity 
firm,  MidMark  Investments,  for  $4  million,  over  four  install- 
ments, but  she  had  to  surrender  nearly  half  the  company. 

She  may  have  to  give  up  considerably  more.  Last  July  Wal- 
Mart  started  discontinuing  her  product  Une,  including  breast- 
feeding T  shirts,  camisoles  and  books,  because  these  items 
weren't  selling,  sticking  Hagen  with  $2  million  in  not  very 
salable  inventory.  She'll  be  lucky  to  get  50  cents  on  the  dollar 
in  sales  to  specialty  retailers  or  other  outlets.  GE  Capital,  which 
had  lent  her  $1.9  million  against  her  inventory  in  November, 
demanded  repayment  in  120  days  after  it  determined  the  value 
of  inventory  and  receivables  had  fallen  too  low. 

Hagen  doesn't  have  the  cash.  Likely  outcome:  MidMark 
will  chip  in  more  money  for  a  bigger  equity  stake.  Arguing 
that  lanolin  sales  remain  strong,  the  investors  are  asking  GE 
Capital  to  restore  the  line  of  credit — a  real  long  shot. 

Good  business  idea  or  no,  Hagen  will  be  lucky  to  see  a  re- 
turn on — or  even  a  return  of- — her  total  investment.  How 
much  is  that?  "That  number,"  she  says  "is  probably  too  scary 
to  think  about."  F 


OUR  CHEFS  GET  UP  AT  THE  UNGODLY  HOUR 


OF  4  A.M.  to  shop  the  local  markets.  They 


have  their  own  herb  gardens.  Why? 


Because  like  you,  they  think  about  lunch 


at  breakfast.  Or  is  it  their  hunger  for 


more  culinary  awards?  For  menus  that 


make  other  hotels  salivate,  call  Hyatt  or 


your  travel  planner.  1  800  233  1234  or 


www.hyatt.com.  FEEL  THE  HYATT  TOUCH! 


TECHNOLOGY 


Turns,  anyone? 
Magic  Mountain's 
new  X  roller  coaster 
flips  riders  six  times 
after  plunging  them 
215  feet  at  76mph, 
face-down. 


called  Fourth  Dimension.  Schilke's  c 
leagues  had  rejected  it  as  too  risq 
"The  comments  I  got  were,  "Eww, 
gonna  make  me  sick,"  he  says. 

Story  didn't  care.  He  green-hgh 
the  ride  and  renamed  it  X.  By  Decern 
Schilke  and  his  crew  of  engineers 
logged  more  than  22,000  man-hours 
veloping  X,  almost  three  times  as  Ic 
as  it  takes  to  design  a  skyscraper.  Eve 
one  from  the  chief  executive  to  the  fih 
glass  painters  took  a  test  spin  on 
scale  version  buUt  in  Arrow's  hangai 

When  X  opens  to  the  public  at 
Flags  Magic  Mountain  in  Los  Ange 
this  August,  scores  of  soda-swilUng  sp 
demons  will  wait  in  sweaty  lines  fc 
taste.  Every  180  seconds,  28  fearles 
men  will  climb  215  feet  then  plunge  f; 
down  at  76mph  before  lurching  back 
for  another  round  of  steep  turns,  lo 
and  drops.  As  if  that  were  not  enou 
the  cars  spin  360  degrees,  sending  p 
sengers  head  over  heels  like  Mary  I 
Retton  on  a  tumbling  routine  strap) 
to  the  Cyclone. 

X  is  just  the  latest  ploy  in  a  const 
game  of  technological  one-upmans 
played  by  amusement  parks  every  su 
mer  to  attract  the  masochistic  mas 
Thirty-five  new  roller  coasters 
opening  in  the  U.S.  this  year.  Six  F 
shelled  out  $75  million  last  year  on  r 
coasters  for  some  of  its  39  parks,  w 
Cedar  Fair  spent  30%  of  its  $110  r 
lion  capital  budget.  Nothing  is  sacrc 


Newtonian  Nightmare 

Rare-earth  magnets,  rack-and-pinion  inversions  and  pneumatic  accelerators.  This  is  fun? 


BY  LEA  GOLDMAN 

GARY  STORY,  THE  PRESIDENT  OF 
the  Six  Flags  amusement  park 
chain,  paid  a  visit  to  Arrow 
Dynamics  in  May  of  2000. 
The  Clearfield,  Utah  design 
firm  was  renowned  for  having  invented 
the  corkscrew  loop  roller  coaster,  now  a 
staple  at  parks  everywhere.  Story  came 


calling  in  need  of  a  sick  ride  to  outdo 
Six  Flags'  hallmark  coaster,  the  Viper. 
This  Arrow  creation  had  first  appeared 
in  1990  and  was  getting  on  in  years. 

Arrow  Chief  Engineer  Alan  Schilke 
brandished  a  CD-ROM  labeled  Top  Se- 
cret that  had  been  stowed  in  his  drawer 
for  five  years.  On  it  were  a  few  seconds 
of  rough  computer  animation  of  a  ride 


coaster  designers,  who  tinker  with  si 
ing,  launch  methods,  magnetic  acce 
ators  and  track  design. 

X  breaks  no  speed  or  height  reco 
but  does  more  than  any  other  coaste 
taunt  riders  with  their  perennial  nei 
sis:  vertigo.  While  most  coasters  Cc 
their  cars  above  the  rails,  X  holds  th 
on  the  sides.  This  unwdeldy  construct 
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ENGINEERING 


lires  two  thick  steel  tubes,  rather  than 
e  usual  one,  acting  as  the  track's  struc- 
ral  spine.  Standard  coasters  have  a  trio 
'  polyurethane  wheels  gripping  two 
laller  flanking  tubes  that  guide  the  car. 
)r  X,  though,  two  more  sets  of  wheels 
n  along  two  additional  outer  rails, 
lese  outer  rails  undulate,  causing  a 
ooved  rack  inside  the  main  car  to 
bve  up  and  down,  in  turn  rotating  a 
hion  gear  connected  to  the  seats.  It's  a 
phisticated  version  of  a  windup  clock, 
'ery  undulation  causes  the  passengers 

flip.  X  requires  1,100,000  volt-amps 
'  power,  twice  the  coaster  norm  and 
ough  to  light  up  the  Empire  State 
'lilding.  The  current  fires  up  every- 
ing  from  track  sensors  to  brakes. 

Two  300hp  engines  launch  the  25- 
a,  seven-car  train  up  the  hill.  Then 
ivity  kicks  in,  supplying  the  energy  for 
?  six  fHps  riders  endure  during  the  ride, 
lere's  Little  need  to  hand  out  barf  bags. 
'.nVf  of  straight  track  between  flips  al- 
vs  riders  to  reorient  themselves. 

Nor  is  there  much  jostling  going  on. 
row  relied  on  finite  element  analysis 
tware,  first  pioneered  by  aerospace  en- 
leers,  to  model  the  machinery's  ability 

withstand  high  temperatures  and 
ess  loads.  The  architecture  is  so  pre- 
e  that  even  bolts  are  drilled  to  within 
Dusandths  of  an  inch,  making  for  a 
hter  experience.  You  may  not  be  rac- 
i;  for  funnel  cake  right  after,  but  you're 
t  running  to  the  restroom,  either. 


Fear  of  Heights  

The  new  Hypersonic  XLC  ride  uses 
compressed  air  to  launch  riders  up 
a  165-foot  tower  in  1.8  seconds. 
Air  moves  up  from  a  storage  tank 
to  a  shot  tank,  then  explodes 
against  a  piston,  plunging  it 
down  with  40%  more  thrust 
than  an  F-15  jet  engine. 


X  is  light-years  away  from  the  first 
coasters,  hay-stuffed  ice  toboggans  built 
in  Russia  in  the  15th  century.  America's 
first  coaster,  which  opened  in  1873,  was 
originally  a  gravity-powered  Pennsylva- 
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nia  mine  train  that  was  pulled  by  mules 
who  then  rode  down  with  passengers. 
Loops,  which  arrived  in  the  U.S.  at  the 
turn  of  the  century,  were  dangerous  af- 
fairs. The  Flip-Flap  is  said  to  have 
pulled  6  Gs  (the  upper  limit  today  is  4 
to  5  Gs)  and  strained  the  necks  and 
backs  of  unwitting  riders.  Though 
teardrop-shaped  loops,  known  as 
clothoids,  overcame  that  problem,  rid- 
ers are  still  prone  to  feeling  hght  as  they 
plummet  and  heavy  as  they  exit  a  loop. 

Those  visceral  lurches  have  always 
been  a  gripe  of  Stan  Checketts,  founder 
of  S&S  Power,  another  coaster  designer 
an  hour's  drive  from  Arrow.  "I  love  to 
thrill  people  and  pump  up  their  adrena- 
line, love  to  amuse  them,  but  don't  want 
to  abuse  them,"  says  the  60-year-old  pi- 
oneer of  bungee  jumping.  Last  year 
Checketts  invented  the  first  coaster  to  use 
pneumatic  technology,  the  Thrust  Air 
2000.  The  first  version  opened  in  March 
at  Paramount's  Kings  Dominion  in 
Doswell,  Va.,  under  the  NASA-esque 
name  Hypersonic  XLC. 

Shaped  like  a  hairpin,  the  ride 
launches  passengers  from  0  to  80mph 
in  1.8  seconds,  then  straight  up  a  165- 
foot  tower.  There's  no  roUer  coaster  in 
existence  that  fires  up  as  quickly.  There's 
barely  a  moment  to  digest  that  feat  be- 
fore plummeting  straight  down  to  a 
banked  curve  back  to  the  start. 

Checketts  dispenses  with  the  age-old 
method  of  lugging  a  car  up  a  hill  with  a 
clacking  chain  tow.  Those  chain  tows 
might  inspire  coaster  dread,  but  they're 
painfully  slow  and  prone  to  fatigue.  The 
Hypersonic  uses  four  compressors  lo- 
cated in  a  nearby  utility  shed  to  feed 
air  to  a  storage  tank  sitting  at  the  base 
of  the  tower.  Controllers  calculate 
the  weight  of  the  car  based  on  sen- 
sors on  the  vehicle  and  track. 
That  figure  determines  how 
much  air  is  needed  to  fling 
the  vehicle  to  the  top. 
The  compressed  air 
is  passed  from 
the  stor- 


XtllHUULUUY  I  LWiiLNttHINii_ 

age  tank  to  a  shot  tank  above  it.  From 
there,  the  air  is  released  through  a  valve 
located  at  the  top  of  the  tower,  ejecting 
a  minimum  of  40,000  pounds  of  thrust 
(40%  more  than  one  F-15  jet  engine) 
against  a  piston  hooked  to  a  pulley  sys- 
tem that  catapults  its  victims  up  the  hiU. 

"If  it  weren't  for  the  lap  bar,  I'd  still 
be  in  orbit,"  laughs  Paul  Ruben,  a 
coaster  historian  and  editor  at  Park 
World  magazine,  who  has  586  coaster 
rides  under  his  belt. 

Standard  coaster  wheels  would  have 
been  too  jarring,  so  Checketts  replaced 
them  with  14-inch  rubber  airplane 
wheels.  The  tubular  track  was  replaced 
with  a  customized  I-beam  track  to  ac- 
commodate the  bulbous  tires.  In  case  of 
a  blowout,  Checketts  installed  a  metal 
skid  plate  that  slows  the  car.  He  is  field- 
ing inquiries  from  parks  from  as  far  as 
Japan  for  the  ride,  thanks  to  its  rela- 
tively cheap  price  of  $4  million  and  the 


limited  real  estate  it  requires,  just  1 ,560 
feet  of  track  versus  X's  3,700. 

A  pneumatic  accelerator  is  simpler, 
cheaper  and  far  more  efficient  than 
higher-tech  methods  such  as  "linear  in- 
duction motors  and  linear  synchronous 
motors.  LIMs  work  by  supplying  current 
to  an  electrical  coil  running  the  track, 
creating  a  traveling  electromagnetic 
field.  Aluminum  fins  mounted  on  the 
sides  or  beneath  the  car  are  repelled  by 
the  coil,  pushing  the  car  forward.  LIMs, 
like  the  ones  used  for  Volcano  at  Para- 
mount's  Kings  Dominion  and  Disney- 
land's new  California  Screamin',  can 
propel  a  coaster  upwards  of  80mph,  but 
cost  between  $10  million  and  $20  mil- 
lion per  ride. 

Linear  synchronous  motors  induce 
alternating  positive  and  negative 
charges  between  a  track  rail  and  bulky 
rare-earth  magnets  attached  to  the  cars. 
The  conflicting  forces  push  the  train 


along  the  tracks.  While  they  produc 
very  smooth  ride  and  use  current  mc 
efficiently  than  LIMs  do,  their  cost  a 
bulkiness  has  deterred  coaster  buildc 
To  date,  only  Six  Flags  Magic  Mol 
tain's  $16  million  Superman:  The  1 
cape  uses  one.  Reaching  lOOmph, 
the  fastest  coaster  in  the  U.S. 

Achieving  such  speeds  is  not  with( 
risk.  In  early  June  a  28-year-old  won- 
suffered  a  fatal  brain  aneurysm  on  C 
Hath,  a  235-foot-high  ride  at  Six  Fh 
Magic  Mountain.  Most  parks  post  wai 
ings  about  the  health  risks  coasters  pc 
Still,  from  1987  through  1999  there  w 
just  15  known  fatalities  on  coasters.  1 
likelihood  of  being  seriously  injured 
any  kind  of  ride  at  an  amusement  par! 
1  in  23  million.  You're  38  times  mc 
likely  to  be  hit  by  lightning. 

For  hard-core  fans,  the  real  nig 
mare  is  a  rainy  weekend  and  a  chili  c 
too  many. 


TELECOM 


Second 
Coming 

Internet  calling  was  a  much 
flop  the  first  time  around. 
This  time  will  be  different. 


BY  SCOTT  WOOLLEY 

JUST  A  FEW  YEARS  AGO  PROGNOS- 
ticators  confidently  declared  that 
the  cheap  and  ubiquitous  data 
networks  of  the  Internet  would 
rapidly  devour  the  creaky,  voice-based 
phone  system.  In  1997  AT&T  predicted 
that  in  three  years  10%  of  all  calls 
would  be  carried  via  Internet  Proto- 
col, or  IP.  VocalTec  and  other  IP  gear- 
makers  heralded  "a  new  type  of  global 


communications."  Predicted  Barron's: 
"IP  telephony's  arrival  will  hurl  shock 
waves  across  the  telecom  landscape." 

Oops.  The  seers  failed  to  see  that  the 
126-year-old  phone  network  itself 
would  be  reinvigorated  by  new  fiber- 
optic technology,  which  drove  down 
calling  costs  to  pennies  per  minute.  As 
Web-calling's  cost  advantage  evapo- 
rated, so  did  the  enthusiasm  for  the 
technology.  Internet-based  phone  calls 


account  for  less  than  1%  of  all  dome.' 
calling  traffic.  Shares  of  companies  si 
as  Net2Phone,  VocalTec  and  iBasis  h; 
tumbled  90%  or  more  from  their  IS 
highs.  The  only  place  t 
technology  has  caught  or 
in  international  calling,  wh 
costs  remain  steep  thanks 
limited  fiber  links  and  hi 
taxes  levied  by  foreign  phc 
companies. 

But  now  voice-over-IP 
making  a  second  run  at  1 
phone  network.  This  time ' 
touted  edge  isn't  one  of  c 
but  of  delivering  features  a 
fixes  the  old  netwc 
simply  can't  mus' 
An  example:  Today  when  you  c 
Citibank's  service  reps,  your  call  is  hi 
died  by  a  rickety  amalgam  of  old  phc 
and  computer  gear.  Its  systems  do 
share  data,  which  is  why  its  agents  i 
noyingly  ask  for  your  account  numl 
moments  after  you  have  just  punche« 
in.  A  call  center  using  voice-over 
would  be  able  to  combine  your  vo 
and  accoimt  data  into  the  same  stre| 
of  packets.  The  service  rep  would  i 
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I  send  corporate 
e-mail 


Want  to  make  your  business  more  productive?  Make  it  more  portable. 

The  Sprint  PCS  Wireless  Web'"  for  Business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phone™  they  can  submit  reports,  check  inventory,  place  orders,  send  and  receive 
e-mail  -  all  in  real  time.  Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS 
nationwide  network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 
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Sprint  PCS 
Ulrele99  Ueb 


^Sprint 


The  Sprint  PCS  Clear  Wireless  Workplace."  Because  business  can't  waitf 


Sprint  PCS' 


rint  PCS  Wireless  Web  Browser  is  not  available  while  roaming  off  tfie  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
ately  available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure  Copyright  ©2001  Spnnt 
im  L.P  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  vi/eb.  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Spnnt  Communications  Company  L  P 


Buy  The 
Aeror  Chair 
Fop  Lessi 


•  In  Stock...Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  Miller 
ReiaOer 

•  Best  Price 
Anywhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


(www.FM.Sit4Less.com) 
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your  account  information  on  his  screen 
the  moment  your  call  comes  through. 

Fandango,  a  consortium  of  movie 
theater  chains  that  controls  40%  of  the 
screens  in  the  U.S.,  is  now  huilding  a 
voice-over-IP  system  to  one-up  indus- 
try leader  AOL  Moviefone.  The  system 
recognizes  callers'  home  phone  num- 
bers and  remembers  v/hich  theaters 
they  frequent — it  can  even  remember 
your  regular  order  of  popcorn  and 
Twizzlers  and  ask  if  you  would  like  to 
have  them  waiting  at  a  reserved  seat. 

Elsewhere,  the  West  Hempstead, 
N.Y.  school  district  just  installed  a 
3Com-built  Internet  phone  system 
largely  because  it  is  smart  enough  to  tell 
a  911  operator  what  classroom  an 
emergency  call  came  from, 
something  traditional  phone 
systems  can't  do.  And  for  busi- 
nesses, since  IP  telephone  gear  is 
far  more  easily  programmable 
than  traditional  PBX  systems, 
companies  can  upgrade  worker 
phones  to  play  ever-changing 
corporate  announcements  as 
callers  wait  on  hold. 

Consumer  use  of  IP  calling  has  been 
confined  mainly  to  hard-core  techies 
who  don't  mind  futzing  with  their  PCs 
and  enduring  mediocre  sound  quality. 
That  could  change  in  October  with  the 
release  of  Microsoft's  Windows  XP  op- 
erating system.  Current  versions  of  Win- 
dows can  handle  Web-calling  but  typi- 
cally take  a  fifth  of  a  second  to  process 
the  phone  call  into  sound,  producing 
noticeable  lags.  Windows  XP  cuts  that 
delay  by  more  than  half,  to  70  millisec- 
onds, a  shorter  pause  than  the  human 
ear  can  detect.  Separately,  Cisco,  Voyant 
Technologies  and  others  are  working  on 
Internet-based  phones  for  the  home  that 
won't  go  through  a  PC,  but  will  simply 
plug  into  a  DSL  or  cable  modem. 

Voice-over-IP  will  change  how  new 
call  centers  are  buUt,  argues  Stream  In- 
ternational, a  Canton,  Mass.  firm  that 
operates  tech-support  lines  for  most  of 
the  biggest  PC-makers.  Stream  is  ex- 
panding this  year  and,  rather  than  du- 
phcate  its  current  1,000-person  center 
in  Dallas,  it  plans  to  build  several  200- 
person  sites  in  small  towns  such  as 


Chilliwack,  B.C.,  and  Kalispell,  Mo 
where  labor  is  cheaper.  Smaller  cent< 
can  use  off-the-shelf  PCs  and  route 
instead  of  having  to  buy  an  old-line, 
million  switch  called  an  "automatic  c 
distributor." 

The  longer-term  advantage  of  goi 
all-IP  is  flexibility,  says  Stream's  ch 
technology  officer,  Lloyd  Linnell.  Ci 
rent  systems  are  too  backward  to  se 
calls  between  centers.  Callers  at  o 
center  often  sit  on  hold  while  agents 
the  other  centers  twiddle  their  thum 
Stream's  new  IP  system  can  find 
available  agent  in  India  or  Monta 
and  route  the  call  easily. 

Manufacturers  such  as  Cisco,  30: 
and  Sonus  hope  flashy  applications 


ONE  PHONE  CALL  AND 
YOUR  POPCORN  WILL 
BE  WAITING  FOR  YOU 
All  RESERVEOJEAL. 


let  them  muscle  in  on  the  $6  billion 
fice  phone  system  business  now  dor 
nated  by  Lucent,  Siemens  and  Nor 
The  insurgents  are  making  progre 
Last  year  500,000  IP-based  phone  lii 
were  installed,  almost  all  using  Ci 
and  3Com  gear.  That  figure  shoi 
double  this  year,  according  to  an  Af 
study  by  InfoTech.  Sales  of  traditio 
PBX  office  phone  systems  fell  10%  1 
year,  in  part  because  some  buyers 
holding  out  for  the  next  generation 
IP-based  systems,  says  the  study's  i 
thor,  Frank  Stinson. 

Voice-over-IP  systems  still  hi 
their  weaknesses — those  run  over  i 
public  Internet  are  prone  to  bei 
hacked.  WTiile  sound  quality  and 
liability  have  improved,  they  still 
the  phone  system.  But  thousands 
new  calling  applications  are  bei 
written  and  one  program  inevita 
will  catch  on  in  a  Napster-like  fren 
predicts  Joseph  Aibinder,  AT&T's 
rector  of  voice-over-IP  business  s 
vices.  That  would  never  happen  \v 
the  inflexible  phone  system. 


I    have   the    Power  to  CoiYipote 

Our  network  is  our  business,  so  I  cant  take  the  chance  that  our 
information  isn't  protected  around  the  dock.  When  the  stakes 
are  this  high,  I  rely  on  the  security  management  leader  thousands 
of  companies  trust:  Internet  Security  Systems.  As  pioneers  in 
integrated  protection,  their  experts  help  me  determine  the  right  mix 
of  products  and  managed  security  services.  Now  1  focus  on  our 
strat^c  business  goals,  confident  I  have  the  best  security  for  my 
networks,  servers  and  desktops.  There's  no  question  Internet 
Security  Systems  gives  me  a  competitive  advantage  by  helping 
protect  against  fmancial  loss  and  legal  liability.  Their  power 
to  protect  gives  us  the  power  to  compete.  To  power  your  network 
with  security  management  from  Internet  Security  Systems 
visit  vvww.iss.net  or  call  1-800-776-2362. 


Request  your  free  copy  of  Securing  The  Internet 
Economy:  An  Executive  Guide  to  Managing  Online 
Risk  at  www.iss.net/iss/securitysolutionsf/ 


Q 

Internet 
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SYSTEMS" 


Digital  Tools  By  Stephen  Manes 


The  Four-Byte  Shuffle 


DIGITAL  BITS  ARE  SUPPOSED  TO  BE  SACROSANCT  AN 
error  in  just  one  among  billions  can  create  un- 
knowable consequences,  from  innocuous  to  disas- 
trous. I  know  this  firsthand.  Four  little  bytes  of  data 
corruption — ^just  enough  to  spell  a  choice  exple- 
tive— recently  wasted  many  hours  of  my  life. 

Data  packets  that  whiz  across  computer  networks  usually 
include  a  number  called  a  checksum,  the  result  of  a  mathe- 
matical computation  performed  on  the  packet  just  before 
transmission.  When  the  bits  arrive,  the  recipient's  machine 
performs  the  same  computation.  If  that  sum  matches  the  one 
sent  along  with  the  data,  everything  is  presumed  to  be  okay. 

But  thanks  to  the  growing  complexity  of  computer  net- 
works, it  may  not  be  okay.  That's  why  systems  like  Connected 
TLM,  the  online  backup  service  I  use  to  keep  my  data  secure 
off-site,  make  additional  computations  to  ensure  that  what 
you  send  is  what  they  get.  Several  weeks  ago  its  error-checking 
scheme  repeatedly  ran  into  a  problem  with  one  of  my  files,  an- 
nounced "Protocol  message  failed  CRC  test"  and  terminated 
the  backup  prematurely.  If  disaster  had  struck,  many  of  my 
files  would  have  been  irretrievable.  An  e-mail  form  letter  and 
testy  customer  service  personnel  insisted  this  could  not  be 
Connected's  doing.  It  had  to  be  a  network  problem — mean- 
ing my  problem.  But  network  problems  are  usually  random; 
this  one  kept  happening  with  the  same  file. 

At  the  point  of  ditching  the  service  entirely, 
I  employed  the  last-resort,  press-only 
strategy  of  asking  public  relations  people 
for  service  above  and  beyond  what  nor- 
mal mortals  get.  Two  customer  servants 
later  I  found  someone  who  understood 
the  problem,  instead  of  parroting  the 
"It's  your  network"  line.  Connected  sent 
me  a  version  of  the 
program  that  cre- 
ated huge  log  files 
to  help  diagnose  the 
glitch.  But  when  I  ran 
them  through  a  Zip  file- 
compression  program 
and  sent  them  off,  the 
company  couldn't  open 
them.  Error-checking 
built  into  Zip  sensed  that 
the  file  I  sent  did  not 
match  the  one  received. 

It  was  the  network  after  all. 
Analyzing  the  data,  Connerted 


Poor  product  design 
and  slipshod 
quality  control  can 
mangle  your  data 
and  waste  hours 
of  your  time. 


quickly  fingered  the  culprit:  t) 
3Com  Home  Wireless  Gateu' 
software  I'd  bought  to  sha 
my  Internet  cable  connecti< 
between  several  computers. 

Subtly  (but  obnoxious! 
the  3Com  unit  mishand! 
protocol  called  Network  A 
dress  Translation.  With  NAT  t 
gateway  pretends  to  the  Intt 
net  that  it's  a  computer  with ; 
official  Net  address.  Then 
doles  out  "private"  four-by 
addresses  to  each  computer  ( 
the  local  network  Whenever 
runs  across  a  private  address 
the  housekeeping  header  th 
routes  each  data  packet  pro 
erly,  it  changes  it  to  the  ofific 
four-byte  Net  address.  B 
thanks  to  a  stunning  prograr 
ming  error,  it  also  made  th 
same  transformation  whene\ 
the  four-byte  private  addre 
coinddentaUy  appeared  in  actual  data.  It  didn't  happen  often- 
maybe  once  every  several  hundred  megabytes.  But  that  v, 
enough  to  make  for  trouble. 

I  wish  I  could  report  a  happier  ending.  After  hearii 
my  plight,  3Com  worked  out  a  software  fix  that  appear^ 
on  its  Web  site  a  few  weeks  later.  The  site's  descri 
tion:  "This  firmware  upgrade  fixes  a  NAT  issue  ai 
also  allows  an  IP  address  to  be  obtained  from  certa 
ISPs."  That's  an  exceptionally  weaselly  way  to  ava 
saying  "INSTALL  THIS  AT  ONCE  OR  OUR  PRODUCT  WJ 
MANGLE  YOUR  DATA!" 
Connected  was  right  about  the  network,  but  its  uni 
sponsiveness  when  I  was  just  a  regular  customer  would  hai 
left  me  no  way  to  solve  the  problem.  And  its  own  sofhva 
design  made  matters  worse.  A  backup  system  should  not  st« 
working  when  one  file  has  problems;  it  should  downloj 
everything  it  can  and  then  warn  about  any  difficulties. 

But  poorly  designed  products,  slipshod  quality  contu 
and  euphemisms  like  "issue"  are  business  as  usual  in  tl 
hardware  and  software  trades.  Folks  like  me  are  lucky  enouj 
to  have  special  access  when  things  like  this  go  wrong,  as  th 
too  often  do.  The  average  user  doesn't  stand  a  chance. 


Forbes 


Stephen  Manes  (steve@cranky.com)  is  the  cohost  of  Digital  Duo,  a  weekly  public  television  series. 
Find  past  columns  at  www.forbes.com/manes. 
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Thinking  about  e-comnierce? 


Think  ThomasRegister.corri 


;n  you  decide  that  you  want  to  make  your  business 
■business,  you'll  want  to  work  with  a  company  that 
meet  your  needs  and  respond  to  the  market  every 
of  the  way. 

I  Has  Register  is  a  trusted  name  that  has  served 
I'rican  industry  for  the  last  century.  We're 
ioned  to  maintain  our  key  role  as  a  result  of 
?arly  entry  into  e-business. 

nasRegister.com  is  the  leading  industrial  B2B 
cetplace  on  the  Internet.  It  is  used  by  nearly 
million  qualified  industrial  buyers,  including 
me  500  companies  and  the  government. 


Your  company  will  benefit  firom  our  completely 
integrated  approach.  Our  program  will  enable 
you  to  put  your  catalogs  online,  receive  orders 
and  RFQs  and  process  credit  and  purchase  card 
payments  online  ...  and  much,  much  more. 
We've  already  helped  over  3,000  companies  accept 
orders  and  RFQs  online. 

To  find  out  more  about  how  we  can  help  you  become 
e-commerce  enabled  for  less  than  you  might  expect, 
call  us  at  l-800-TRWORKS  (879-6757).  or  e  mail 
us  at  bghanson@thomaspublishing.com. 


ThomasRegister.com 

Five  Penn  Plaza,  New  York,  NY  lOOOl 


We  found 
the  box 

we '  re  supposed 
to  think 
outside  of. 


From  the  beginning, 
we  refused  to  think  like  a  traditional  energy  company. 
And  wouldn't  you  know,  it's  working.  We're  generating  plenty 
of  power  for  our  customers  and  breaking  records  for  efficiency 
Our  nuclear  fleet  is  the  largest  in  the  country. 
And  all  our  investors  are  smiling  broadly.  More  to  come. 


exeloncorp.com 


TECHNOLOGY 


Insights  By  Peter  Huber 


rhe  Green  Embrace  of  Lead-Acid 


50ME  GREENS  ARE  QUIETLY  DELIGHTED  THAT 
California's  electric  grid  can  no  longer  be  trusted. 
Now,  at  last,  people  will  take  a  good  look  at  off- 
grid  alternatives — solar,  wind  or  fuel  cells.  How 
envious  your  neighbors  must  be,  if  you  already 
ve  a  solar  panel  on  your  roof.  How  virtuous  you  are  to 
mess  the  pristine  sun,  while  they  still  patronize  the 
ibby  burners  of  coal.  Just  don't  mention  the  300  pounds 
lead-sulfuric  acid  batteries  in  the  basement.  Or  the 
:kup  generator  in  your  garage  that  burns  three  times  as 
ich  fuel  as  a  central  power  station  does  to  make  the  same 
lount  of  electricity. 

Lots  of  businesses  and  homeowners  sensibly  embrace 
s  "distributed  generation"  because  it  provides  backup 
wer,  however  green  (or  otherwise)  it  may  be.  But  far  too 
iny  misty-eyed  greens  love  it  only  for  what  it  isn't — the 
ted  utility.  Get  past  the  mist,  and  distributed  generation 
esn't  end  up  green  at  all — not  with  the  technologies  that 
ictical  people  buy  today. 

Diesels  burn  diesel  oil,  perhaps  the  only  fossil  fuel  filth- 
than  coal.  And  they  generally  burn  it  a  lot  less  efficiently. 
)st  of  them  also  emit  more  soot,  sulfur  and  nitrogen- 
de  pollutants,  and  emit  them  a  lot  closer  to  where  we 
Even  allowing  for  the  (quite  modest)  losses  on  long 
nsmission  lines,  the  big  centralized  power  plant  beats 
•  backup  diesel  as  resoundingly  as  mass  transportation 
Its  cars. 

Businesses  get  generators  powered  by  truck  engines.  For 
Tieowners  a  motorcycle  engine  will  do.  Honda  repackages 
;  for  you  as  a  portable  or  wheelbarrow-size  generator, 
me  generators  are  rarely  more  than  15%  efficient.  The 
ver  plants  run  by  those  hateful  utilities  have  efficiencies 
10%  and  up. 

The  most  attractive  technology  of  all  for  infuriated  Cali- 
nians  is  plain  old  lead — a  bank  of  lead-acid  batteries, 
licated  greens  are  big  customers,  too,  though  they  don't 
1st  about  it.  The  most  hassle-free  substitute  for  grid 
ver  at  4  p.m.  is  grid  power  delivered  to  a  lead-acid  cell  12 

'irs  earlier.  If  your  grid  leads  only  to  a  solar  panel  or  a 
idmill,  you  need  the  time-shifting  all  the  more,  because 
'11 -power  blackouts  happen  as  often  as  the  sun  sets  or  the 

lid  dies  down. 

Not  quite  15  years  ago  Southern  California  Edison  set 
8,256  lead-acid  batteries  in  a  massive  10-megawatt 
ly,  50  miles  outside  of  Los  Angeles.  The  idea  was  to 
It  the  demand  for  central-station  power  from  peak 


hours  to  off-peak  hours.  But 
if  you're  going  to  deploy 
8,000  of  these  lead-acid  bat- 
teries, it  makes  more  sense  to 
scatter  them  all  across  the 
Los  Angeles  area. 

Which  is  just  what  many 
Californians  are  now  doing. 
They're  snapping  up  the  res- 
idential-size boxes  (sold  by 
Xantrex  and  other  compa- 
nies) that  seamlessly  flip  the 
power  from  the  public  grid  to 
battery  bank  and  back  again, 
keeping  the  charge-discharge 
cycle  out  of  sight  and  out 
of  mind. 

The  sealed  batteries  man- 
ufactured for  backup  pur- 
poses (rather  than  for  start- 
ing automobiles)  are  now 
maintenance-free  and  last 
20  years.  And  if  they  run 
down  before  a  blackout 
ends,  the  Xantrex  switching 
unit  comes  with  a  conve- 
nient input  plug  for  your  Honda  generator. 

The  greens'  fondest  hope  is  that  it  won't  be  a  generator, 
it  will  be  a  solar  panel  or  a  fuel  cell.  If  it  is  a  fuel  cell,  it  will 
provide  hot  water  and  space  heating,  too,  for  terrific  effi- 
ciency overall.  But  when  the  fixed  assets  like  turbines  and 
wires  are  priced  properly,  the  grid's  off-peak  power  has  a 
very  low  marginal  cost — about  2  cents  per  kilowatt  hour, 
roughly  the  cost  of  the  fuel.  At  that  price  it  is  usually  much 
cheaper  and  simpler  to  time-shift  the  utility's  electrons  than 
to  generate  your  own. 

Time-shifting  adds  reliability,  but  subtracts  efficiency. 
And  it  requires  a  whole  lot  of  lead — the  stuff  they  used 
to  put  in  our  gasoline,  until  environmental  regulators 
banished  it. 

We  would  do  the  planet  a  favor  by  upgrading  the 
grid  and  generating  electric  power  in  central  power 
plants  at  4  p.m.,  when  we  need  it,  rather  than  at  4  a.m., 
when  we  don't.  A  Harley-Davidson  is  driveway  jewelry. 
More  often  than  not,  the  residential  solar  panel  is  green 
lawn  candy.  F 


A  Harley-Davidson 
is  driveway 
jewelry.  More 
often  than  not,  the 
residential  solar 
panel  is  green 
lawn  candy. 


,1  l^Vfcfl^/iiC  I        Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
|l  M^Ksa^c^  i  the  Digital  Power  Report.  His  law  firm  frequently  represents  regional  Bell  phone  companies.  Find  past  columns  at  www.forbes.com/huber. 
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E  CIAL     ADVERTISING  SECTION 

eBusiness  Meets 


How 
Business 
Process 
Outsourcing 
Accelerates 
Competitive 
Initiatives 


Companies  operate  in  a  world  of  constant  change.  Innovation,  technology  and  the  new  look  c 
markets  compel  organizations  to  assess  their  own  strengths  and  those  of  their  competitors  frc 
perspectives.  Today's  level  of  performance  won't  work  tomorrow,  as  competition  will  only  inten 
Adapting  to  this  environment  requires  more  than  a  clever  brand-building  marketing  car 
It  requires  a  strategic  approach  that  demands  excellence  in  company  operations  and  los 
extra  weight  of  non-core  support  functions.  Companies  seeking  to  become  leaner  and  mo 
now  must  focus  on  the  end  results,  not  the  means. 

For  many  of  the  world's  best-managed,  most  forward-thinking  companies,  the  answer 
ness  process  outsourcing  (BPO)  —  transferring  the  responsibility  for  a  non-core  business  f 
to  an  outsourcing  partner  —  which  can  streamline  the  process  and  help  build  shareholde 
Through  outsourcing,  leading  firms  have  reduced  costs,  slowed  the  growth  of  future 
ditures,  better  leveraged  capital  dollars  and  fundamentally  transformed  their  busines 
their  markets.  BPO  has  escalated  in  importance  from  an  option  to  a  competitive  nec 
BPO  enables  companies  to  make  the  transformation  to  e-business  without  diverti 
able  resources  from  their  core  focus.  It  allows  them  to  optimize  thf 
business  functions  and  competencies  and  to  implement  a  viable  e-b 
strategy  for  the  future. 

IDC,  a  leading  IT  research  and  consulting  firm,  projects  a  stronger 
rate  for  BPO  (13.7%)  over  the  next  four  years  than  for  IS  (12.1%).  BPO 
accounts  for  nearly  50%  of  the  total  U.S.  outsourcing  market. 
BPO  allows  management  to  devote  more  time  and  resources  to  t 
the  core  business.  It  provides  their  company  with  ac 
the  global  resources,  process  expertise  and  advance 
oologies  of  its  outsourcing  partners. 

As  the  marketplace  continues  to  demand  operatio 
ductivity  and  administrative  efficiency  to  maintain  c 
tiveness,  issues  such  as  larger  project  margins,  short 
around  times  and  enhanced  customer  satisfaction  will  I 
sey  to  suPy/ival.  BPO  is  rapidly  becoming  the  new  b 
model  for  managing  corporate  change  and  growth. 


Peter  Bendor-Samuel  is  an  author,  publisher  and  consultant.  He 
executive  officer  and  founder  of  the  Everest  Group,  the  leading  o 
company  for  BPO  strategies  and  solutions.  He  is  also  the  publishei 
sourcing  Journal;  founder  of  the  Outsourcing  Center  and  author 
Lead  into  Gold:  The  Demystification  of  Outsourcing. 
Written  and  Produced  by  Jerry  Bowles  •  Introduction  by  Peter  Bendor-S 
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3XULT 


?livering  e-HR  Solutions  to  the  Global  500 


■^XULT   entered   the  service- 

I  minded,  administrative  task- 
bound  world  of  HR  manage- 
it  in  December  1999  by  signing 
>imoco  to  the  biggest  deal  to  date  in 
history.  The  contract  covers  over  18 
esses  in  the  U.S.  and  U.K.  for  a  term 
9ven  years,  with  expansion  potential 
her  countries.  Within  the  next  year, 
LT  also  signed  Bank  of  America  and 
ys  Corporation  to  long-term  con- 
s,  and  now  has  a  client  base  of  over 

000  employees.  EXULT's  integrated 
iess  management  solution  now 
ides  over  20  processes,  many  of 
n  Web  enabled  and  accessible 
ind  the  clock. 

'ck  Starritt,  bp/Amoco's  group  vice 
dent  of  HR,  says:  "Through  EXULT's 
, -enabled  service  delivery  and  its 
gmentation  of  standardized  HR  ser- 
s,  we  are  beginning  to  gain  a  holistic, 
tical  and  truly  global  HR  services 
ery  solution  that  will  usher  in  a  new 
f  HR  excellence." 

lis  was  the  kind  of  validation  that 
LT's  founders.  Chief  Executive  Offi- 
lim  Madden  and  Chief  of  Service 
I'ery  Steve  Unterberger,  were  look- 
br  since  they  started  the  company 
iventure  capital  firm  General  Atlantic 
jiers.  They  envisioned  a  company 
;/vould  deliver  a  full  suite  of  HR  ser- 
I;  to  global  companies,  liberating 
Ii  from  administrative  details,  deliv- 

1  cost  and  quality  benefits,  and  cre- 


ating a  manager/employee  self-service 
model. 

Madden  says,  "Our  mission  is  to  help 
our  clients  improve  quality  and  reduce 
costs  and  to  free  up  the  existing  organiza- 
tion to  develop  HR  and  workforce  strate- 
gies. That  means  HR  managers  can  focus 
on  value-added  activities  such  as  hiring, 
strategy,  policy  setting  and  labor  relations, 
which  flow  from  the  CEO's  agenda." 

EXULT  has  pursued  that  mission 
through  the  efforts  of  determined 
employees  and  strong  client  support.  The 


EXULT's  value  proposition  is  to  lever- 
age centralized  assets  and  people  to 
achieve  lasting  cost  reduction,  and  pro- 
vide clients  with  a  means  to  avoid  large 
capital  investments  in  upgrading  HR  sys- 
tems and  processes,  a  total  solution  with 
a  single  point  of  accountability,  and  a 
means  to  generate  major  increases  in 
e-literacy  and  productivity. 

EXULT  delivers  e-HR  services  from  its 
client  services  centers  in  Texas,  North  Car- 
olina and  Scotland.  The  company  generally 
assumes  management,  ownership  and 


"We  believe  that  our  Web-enabled,  single-provider, 
integrated  solution  represents  the  future  of  HR 
management  and  a  strategic  weapon  for  corpo- 
rate competitiveness."  Jim  Madden,  CEO,  EXULT 


company  recruited  experienced  and 
knowledgeable  BPO  executives  including 
Kevin  Campbell,  who  had  managed  BPO 
for  Ernst  &  Young  and  Accenture,  and 
Richard  Jones  from  Accenture,  to  devel- 
op the  shared  service  centers  and  other 
operating  infrastructure.  EXULT's  Adviso- 
ry Committee  includes  leading  HR  practi- 
tioners such  as  Dave  Ulrich  from  the  Uni- 
versity of  Michigan,  and  Lynda  Gratton, 
dean  of  the  London  Business  School.  In 
addition,  recognizing  the  importance  of 
"Best  Practice"  capability  early  on, 
EXULT  acquired  Gunn  Partners,  a  con- 
sulting firm  specializing  in  shared  services 
for  the  Global  500. 


accountability  for  a  broad  range  of  HR 
administrative  and  transactional  processes, 
including  the  administrative  elements  of: 
compensation,  benefits,  payroll,  organiza- 
tional development,  performance  manage- 
ment, training,  employee  development, 
recruiting/staffing/resourcing,  expatriate 
administration,  domestic  relocation,  employ- 
ee relations,  policy  and  legal  compliance, 
employee  data  and  record  management, 
and  vendor  sourcing. 

"We  believe  that  our  Web-enabled, 
single-provider,  integrated  solution  repre- 
sents the  future  of  HR  management  and 
a  strategic  weapon  for  corporate  com- 
petitiveness," Madden  says.  ■ 
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Office  Solutions,  Inc 


I 


Supplying  the  Government's  Trainer 


In  today's  business  environment,  wast- 
ed resources  are  unacceptable.  Print- 
ing more  materials  than  you  need  to 
get  a  good  price  and  trashing  the  leftovers 
as  the  content  goes  stale  is  inefficient  and 
costly.  Ordering  too  few  copies  of  bro- 
chures or  course  matenals  is  also  an  unde- 
sirable practice.  To  address  this  dilemma, 
IKON  Office  Solutions,  one  of  the  world's 
leading  providers  of  products  and  services 
that  help  businesses  communicate,  devel- 


having  up-to-date  material  available  at  all 
times  and  in  the  nght  quantities." 

In  recent  years,  the  Graduate  School, 
U.S.  Department  of  Agriculture  (GS/USDA) 
has  had  its  hands  full  keeping  up  with  the 
ever-growing  demand  for  its  services. 
Established  in  1921  to  provide  continuing 
education  for  Department  of  Agriculture 
professionals,  the  school  quickly  gained  a 
reputation  for  excellence  and  attracted 
students  from  other  federal  agencies. 


"Digital  Express®  provides  access  to  print-on- 
demand  and  document  management  technology 
with  no  capital  investment." 
Gary  Sherburne,  Vice  President,  Marketing  Gom- 
munications  &  Outsourcing,  IKON  Office  Solutions 


oped  a  turnkey,  Web-based  document 
management,  production  and  distribution 
system  called  Digital  Express®.  This  robust 
repository  and  order  catalog  allows  organi- 
zations to  produce  documents  affordably 
and  on  demand,  fulfilling  quantities  as 
desired  from  electronically  stored  files. 

"Digital  Express®  was  designed  specif- 
ically as  a  business-to-business  application 
for  managing  digital  documents  from 
development  to  physical  delivery,  thereby 
simplifying  edits  and  reprints  while  elimi- 
nating obsolescence  and  inventory  ex- 
pense," says  Gary  Sherburne,  vice  presi- 
dent, Marketing  Communications  & 
Outsourcing,  IKON  Office  Solutions.  "It  is 
the  perfect  answer  to  the  challenge  of 


Today,  although  the  school  is  widely 
known  as  "the  government's  trainer"  and 
maintains  programs  and  facilities  to  pro- 
vide training  for  employees  of  all  federal 
agencies  throughout  the  U.S.  and  federal 
personnel  posted  overseas,  enrollment  is 
also  open  to  non-federal  employees. 
Since  its  founding,  the  GS/USDA  has 
trained  close  to  2  million  people,  including 
more  than  1 50,000  in  the  last  year. 

The  GS/USDA's  Southwest  Training 
Center  spearheaded  the  overall  search  for 
a  way  to  balance  supply  and  demand  and 
keep  its  training  content  fresh.  Center 
Director  Joe  Mata  and  his  team  recognized 
that  the  school  needed  print-on-demand 
capabilities  of  the  highest  order,  due  to  the 


sheer  quantity  of  publications  involved 
the  great  geographic  scope  of  GS/US 
operations.  These  criteria  alone  lirr 
GS/USDAs  search  to  just  five  major  na 
wide  vendors,  including  IKON. 

IKON  quickly  became  the  obv 
choice,  says  Mata,  because  it  already 
a  "living,  breathing  system"  —  not  si 
one  in  developmient,  as  the  other  ven 
had  —  that  featured  regional  produc 
hubs  able  to  deliver  print-on-demand 
vices  in  a  well-integrated  way. 

Using  IKON'S  Digital  Express®, 
USDA  staff  at  the  organization's 
regional  training  centers  now  order  n 
rials  over  the  Internet,  selecting  co 
materials  from  a  Web-based  docur 
catalog  for  production  and  distribu 
GS/USDA  can  thus  ensure  that  all  co 
content  used  nationwide  is  standard 
yet  fully  up  to  the  minute  —  read" 
color  or  black-and-white,  high-speed  f 
ing  and  binding,  in  exactly  the  quanl 
required,  at  an  IKON  production  site 
the  GS/USDA  training  facility  destma 

"For  GS/USDA  and  hundreds  of  c 
organizations,  Digital  Express®  pro'« 
access  to  print-on-demand  and  docur 
management  technology  with  no  a 
investment, "  says  Sherburne.  "  Its  sel" 
vice  features  greatly  enhance  produc 
by  allowing  authorized  users  acces 
materials  when  they  need  them,  v 
eliminating  administrative  costs.  It  i: 
ideal  business  solution  for  elimin; 
waste  in  the  in-house  publishing  proces 


Can  you  imagine  a  last-minute  pitch  that  wins  your 


biggest  account  ever— thanks  to  connected  color  copiers? 


^  *     ikon's  digital  solutions  help  any  work  team  do  more,  in  less  time  than  ever  before. 

Sometimes  a  window  of  opportunity  isn't  open  long  enough  to  create  the  presentation  you  want,  or  add  color  to  make  it 
q^e-catching.  But  IKON's  digital  solutions  help  you  do  the  impossible,  with  the  output  quality  and  speed  you  need.  With  networked 
copiers  from  IKON,  you  cut  walking  time  and  waiting  time — and  have  more  time  to  build  a  winning  presentation.  Let  IKON 
ou  communicate  your  business  information  more  eflFectively  Visit  www.ikon.com/connect,  or  call  1-888-ASK-IKON  ext.  150. 


»$,  IKON !  fort  Copiers,  Printers,  Fociiities  Monagement,  Legal  Document  Services,  Business  Imaging,  Copying  and 

,  e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 

Office  Solutions,  Inc  2000,  IKON  Office  Solutions',  IKON:  The  Woy  Business  Gets  Communicated  "  and  YES,  IKONI™  are  trademarks 
Office  Solutions,  Inc. 
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VERTISEMENT 


5  Questions  for  Mike  Carter,  Found 


Prior  to  founding  Ajunto,  Chief 
Executive  Officer  Mike  Carter  was 
senior  vice  president  and  chief 
marketing  officer  of  US  Interactive. 
Before  that,  he  was  worldwide  mar- 
keung  manager  for  the  Network  Services  Busi- 
ness Unit  at  Cambridge  Technology  Partners. 


Q:  Can  you  provide  a  brief  overview  of 
Ajunto? 

Carter:  Ajunto  was  born  out  of  the  idea 
that  the  IT  industry  has  been  involved  for 
years  in  automating  everything  —  except 
itself.  Millions  of  IT  dollars  were  lost  each 
year  as  IT  buyers  struggled  with  frag- 
mented procurement  systems  and  IT  sell- 
ers used  inefficient  sales  and  marketing 
systems.  We  built  a  solid  management 
team  from  a  cross  section  of  software, 
services  and  Internet  infrastructure  com- 
panies and  leveraged  their  leadership  abil- 
ities to  create  a  software  platform  that 
buyers  and  sellers  could  use  to  source 
more  efficiently  and  optimize  past  invest- 
ments in  CRM  and  ERP  systems. 

Q:  You  offer  something  called  the  Intel- 
ligent Sourcing  Service^'^.  What  is  that? 

Carter:  This  was  a  leading-edge  idea.  In 
addition  to  our  IT  Automation  Software^'^ 
platform,  we  decided  to  create  a  hosted 
service  behind  it  to  show  how  it  works. 
The  Meta  Group  invested,  and  we  com- 


bined their  research  and  knowledge  with 
our  own  knowledge  to  create  context 
behind  our  software  platform.  This  com- 
bination of  software  and  service  is  unique 
in  the  industry.  In  our  first  year,  we  had 
thousands  of  active  users  of  our  Intelli- 
gent Sourcing  Service,  and  many  leading 
Global  2000  companies  are  already  using 
our  IT  Automation  Software  platform, 
including  Hewlett-Packard  and  CSC. 

Q:  How  does  Ajunto  uniquely  help  its 
customers  create  value? 

Carter:  The  first  generation  of  B2B  soft- 
ware helped  customers  to  grow  revenues. 
The  future  of  B2B  lies  in  not  only  increasing 
revenues  but  also  reducing  costs.  Our  solu- 
tions allow  companies  to  turn  their  organi- 
zational data  into  knowledge  and  then  lever- 
age it  to  make  better  sourcing  and  selling 
decisions.  The  result  is  a  fatter  bottom  line. 

Q:  What  features  differentiate  Ajunto 
from  its  competitors? 
Carter:  We  don't  have  any  direct  com- 


petitors,  but  a  few  firms  do  some  c 
things  we  do.  The  major  differer 
that  we  didn't  just  come  up  with  a 
ware  solution.  We  created  a  plat 
and  service  that's  loaded  with  indi 
knowledge.  Everybody  is  talking  a 
collaboration,  but  it  doesn't  help  ur 
you  know  with  whom  you  should  be 
laborating.  Embedded  within  our 
ware  is  the  first  knowledge-base 
rather  than  product-based  —  confp 
tor  that  helps  identify  the  most  pre 
ing  partners.  Another  unique  feati 
our  "Sentry  Manager,"  which  al 
companies  to  authenticate  users 
control  levels  of  access  to  their  kr 
edge  for  different  constituencies. 
IS  especially  important  as  compc 
build  business  Webs  —  which  are 
tinct  groups  of  suppliers,  distribu 
employees  and  channel  partners,  ar 
on  that  use  the  Internet  for  thei 
mary  communications  and  knowh 
channel. 

Q:  What  changes  do  you  expect 
the  next  few  years  in  this  marketpi 
.  Carter:  As  we  move  toward  ve 
business  software,  it  is  increasingly 
cult  to  compete  on  technology  alor 
few,  big  enterprise  software  prov 
could  wind  up  supplying  most  o' 
infrastructure.  To  compete,  you  ha' 
provide  not  only  software  but  also 
domain  knowledge.  In  that  respec" 
believe  we  own  the  IT  space. 


Paper  clips  vs. 

IT  Sourcing 


Millions  of  companies  have  embraced  B2B  eCommerce  to  automate  the  sourcing 
of  simple  commodities  -  like  paper  clips.  What  if  those  efficiencies  were  applied  to 
sourcing  complex,  big-budget  IT  solutions? 

Introducing  the  Ajunto  IT  Automation  Software^''  platform.  Streamline  the  entire 
IT  sourcing  value  chain  -  from  sales  and  channel  development,  to  procurement  and 
corporate  knowledge.  Realize  bottom-line  savings  on  your  top-level  budget  items. 

Thought  the  paper  clips  had  a  big  upside? 


Ajunto 

TMjIT  Automation.  CompaoySM 


www.ajunto.conn 

1.866.425.8686 
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Seryiiig  Multichannel  Customers  for  The  J.  Jill  Group 


The  emergence  of  the  Internet  as 
an  additional  sales  and  nnarketing 
channel  has  added  another  layer 
of  complexity  to  the  challenge  of  managing 
customer  relationships.  Buyers  expect  pre- 
mium sen^/ice  regardless  of  whether  they 
interact  with  sellers  by  phone,  e-mail  or  in 
person.  Companies  must  be  able  to  gather 
and  analyze  customer  information  from 
multiple  touchpoints. 

"This  is  the  age  of  the  multichannel  cus- 
tomer," says  John  Hayes,  president,  J.  Jill 
Direct,  the  catalog  and  Web  division  of  The 
J.  Jill  Group  (Nasdaq;  JILL).  The  J.  Jill  Group 
is  a  leading  specialty  retailer  of  high-quality 
women's  apparel,  accessories  and  foot- 
wear that  markets  its  products  through  cat- 
alogs, stores  and  an  e-commerce  Web  site. 
"Customer  relationship  management  is 
becoming  an  issue  of  channel  manage- 
ment," continues  Hayes.  "For  example,  we 
knew  we  had  multiple  customer  segments 
with  varying  profitability.  This  provided  us 
an  opportunity  to  improve  overall  profitabil- 
ity by  marketing  through  additional  chan- 
nels. But  to  do  It  effectively  —  as  well  as  to 
maximize  profits  for  each  of  our  customers 
—  we  would  need  to  manage  both  the 
marketing  channels  and  sales  channels." 

For  many  years,  J.  Jill  marketed  its 
products  —  which  are  designed  to  appeal 
to  active,  affluent  women  age  35  and 
older  —  exclusively  through  direct  mail 
catalogs.  However,  in  1999  the  company 
shifted  from  being  a  catalog-only  compa- 
ny with  multiple  catalog  titles  to  being  a 


single-brand  specialty  retailer  with  multi- 
ple distribution  channels.  The  company 
has  now  expanded  its  channels  to  include 
specialty  retail  stores  and  an  e-commerce 
Web  site.  There  are  currently  about  30 
retail  stores  nationwide,  and  the  compa- 
ny has  announced  plans  to  open  another 
17  this  year. 

"We  believe  that  the  combination  of 
'mail,  mall  and  Web'  is  the  most  power- 
ful formula  in  specialty  retailing  today," 
Hayes  says.  "Our  goal  is  to  enhance  J. 


mailings  and  optimize  the  catalog  cor 
strategy,  and  reduce  the  number  of  i 
log  titles  mailed  from  four  to  two  —  v 
improving  profitability. 

As  J.  Jill's  multichannel  strategy  co 
ues  to  evolve,  EDS  will  provide  J.  Jill 
an  enterprise-wide  view  of  its  custonr 
behavior  across  marketing  channels 
will  use  sophisticated  techniques  sue 
segment  profiling;  predictive  mod« 
using  behavioral  and  demographic  ii 
mation;  affinity  modeling;  and  lifetime! 


"We  greatly  improved  the  quality  of  our  da 
base  and  the  customer  information  it  contai: 
and  maximized  our  contact  strategy.  EDS  w 
a  key  partner  in  helping  us  achieve  this  le^ 
of  performance." 

John  Hayes,  President,  J.  Jill  Dir 


Jill's  brand  identity  by  developing  strong 
relationships  with  our  customers  that 
foster  loyalty  and  increase  repeat  pur- 
chases. This  requires  a  better  under- 
standing of  our  customers  and  their 
behaviors  across  all  three  channels." 

Rather  than  try  to  manage  its  customer 
interaction  data  in-house,  J.  Jill  outsourced 
its  CRM  needs  to  EDS,  a  recognized 
global  leader  in  providing  e-business  and 
information  technology  services  to  9,000 
business  and  government  clients  in  55 
countries  around  the  world.  EDS  quickly 
helped  the  company  identify  unprofitable 
customer  segments,  eliminate  duplicate 


tomer  value  analysis.  Executive-I 
reports  will  continue  to  be  generatec 
improved  in  an  effort  to  identify  the  i 
action  of  the  channels  employed  by  J 
"The  results  have  been  nothing  she 
extraordinary,"  says  Hayes.  "We  reco 
revenues  of  more  than  $246  millic 
2000  —  up  from  $136  million  in  19S 
and  experienced  a  510%  increase 
commerce  sales  over  1999.  We  gr^ 
improved  the  quality  and  integrity  o| 
database  and  the  customer  informati 
contains,  and  maximized  our  contact 
egy.  EDS  was  a  key  partner  in  helpir 
achieve  this  level  of  performance 


We  love  this  kind  of  stuff. 


eds.com 


Untangling  the  complexities  of  critical  business  processes  is  what  EDS  does  best  -  which  gives  you  the  freedom  to  focus 
on  what  you  do  best.  Outsource  your  human  resources,  finance  and  accounting,  customer  care  and  many  other  functions 
to  the  company  that  wrote  the  book  on  business  process  outsourcing.  Here's  the  real  bait:  By  aligning  the  right  people, 
processes  and  technology,  EDS  can  help  you  achieve  maximum  efficiency,  strengthen  relationships  and  succeed  in  today's 
digital  economy.  Let  us  put  our  expertise  and  global  reach  to  work  for  you.  Find  out  more.  Call  888-889-1619  or  visit  our  Web  site. 


Focus  on  what  you  do  best 

Get  the  most  value  from  the  rest 

Separate  yourself  from  the  competition  with  outsourcing  -  a  proven  strategy  to  focus  attention 
and  resources  on  making  your  company  an  industry  leader.  Everest  Group  has  successfully  advised 
companies  around  the  world  for  10  years  and  has  handled  more  deals  in  the  Business  Process 
Outsourcing  space  than  any  other  outsourcing  advisory  firm. 

At  Everest,  we'll  help  you  navigate  the  outsourcing  process  and  steer  clear  of  risks.  Our  consultants 
possess  the  know-how  and  techniques  to  ensure  a  high-quality,  successful  relationship,  and 
our  proven  methodology  reduces  transaction  cycle  time  and  maximizes  value. 


EVEREST 

OUTSOURCING  STRATEGIES  AND  SOLUTIONS.' 


Call  us  at:  972-980-0013 
or  see  us  at:  www.everestgrp.com 


O2001  Everest  Cmup.  liK  All  Rjg 


p  annoying  co 


Record  up  to  35  hours  of  TV, 


Pause  live  TV. 


s  if  you  needed  any  more  reasons 
to  dump  your  cable  company.) 


Introducing  DishPVR.  You're  never  going  to  want  to  leave  your  house  or  see  your  friends 
again.  Unless  they  come  over  to  watch  your  TV,  that  is.  Because  DishPVR  is  the  most  exciting  thing  to 
happen  to  TV  since  color.  And  now  when  you  order  the  DishPVR  Plan,  not  only  can  you  get  this  Personal 
Video  Recorder  with  all  its  amazing  capabilities,  you  also  get  1 19  channels,  including  your  locals,  tto 
llite  TV  system  and  free  installation  for  just  $49.99  a  month.  Plus,  you  get  a- second  receiver,  so  you  can  watch  different  things  on 
rent  TVs.  If  you  ever  needed  a  reason  to  say  sayonara  to  your  cable  company.  Dish  is  it! 


bout  our  other  DishPVR  Plans  starting  at  $39.99/nionth. 


B  100028 


Call  1-888-399-DISH 

or  visit  a  Sears  store  near  you. 


elin  qmhattiwilmentancl a  $49.99  Aclivam  fee ihaUKlMei  life  1st  mon^^  ,        'or  Visit  a  Sears  Sto'3 

ilnwjdrcKailcdfdreqwrea:      '  '.      '      -      .    ;       ■,. ,        ,"  : '  '    .'  /  ■ 

coirnic^Wis  wiih  t<K  M'jchi?'  3  but;on.  0fteieiDi!«0ec«mc«r31.  2001  All  pr.cK,  tacksges  and  piojfartiming  sutieirio'.tanli.mtsoul  v.,c^  jcoia  and  itak  sale  laws  may  app  y,  AH  DISirNeUv(ii«  prrjj;imti)]pg:-.anO  any.iKt* 
1(5  lerttjs  anil  condiiion?  il  Itie  R«.deniial  Cuslcmer  A£'«mfffi,  wtuch  li  4»*ila6lfcipoii  requ«:  f w  surdara  P'irti2bS«ri8!  nitailation  l$26SfMSJ?fi.incliilii4,i|iSiali<((ion  d  one  20"  diSli  anWiina;*\i»tr.up,<!f'2:-tecei»i!i« fcj  Ts^  iiid  e 

p"."r,  DISH  Melwwk  h3rdw3'e  and  ixc^'ammir^  ava.lafeiiity.and  fot  all  o'ler-.  See  fx.'  DISH  Ne  t.votk  re'a.lei.  DiSh  Nely'Uk  r-ccdutt  lileiatofe  o>  I'le  .DISH/NsWorkAVeSsil*  alwM.clisnnetv.ow.cDm  totompleK  delaili  and  restwiions.  AP ' 


■  ■  Jed, . 


Diversificatior 

Foreign  stocks  got  off  to  a  bad  start  in  2001,  but  the  world's 
biggest  corporations  should  finish  this  year  on  a  better  note 


THE  THEORY  BEHIND  HOLDING  FOREIGN  STOCKS  IS 
that  they  will  stabilize  your  portfolio  a  bit.  You  put, 
say,  20%  of  your  40l(k)  in  an  international  portfolio 
and  you  get  a  modest  dose  of  insurance  against  a 
market  spill  in  the  U.S.  Foreign  markets  are  sup- 
posed to  march  to  a  different  beat. 

That's  the  theory.  The  grim  reality  is  that  U.S.  investors 
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haven't  been  helped  much  lately  by  buying  abroad.  Our 
market  has  spread  to  most  parts  of  the  globe,  and  the  1( 
overseas  have  been  compounded  by  the  strength  of  the  di 
If  European  stocks  go  down  5%  locally  and  the  euro 
down  5%  against  the  dollar,  then  the  loss  to  a  U.S.  investc 
a  Euro  fund  (unless  the  fund  hedges  its  currency  risk)  is  g 
to  be  ahnost  10%. 


IS 


'to 


EGAN  E.  MULLIGAN 


Indeed,  of  the  home  markets  that  have  five  or  more  Forbes 
irnational  500  companies  only  two,  South  Korea  and  Mex- 
are  in  positive  territory  year-to-date,  with  U.S.  dollar  gains 
14%  and  22%,  respectively.  Morgan  Stanley  national  in- 
es  show  (in  dollar  terms)  losses  through  May  ranging 
n  1%  for  Australia  to  33%  for  Finland.  If  you  had  stayed 
ne  you  would  have  lost  only  5%  on  the  S&P  500  fi"om  Jan.  1 
/lay  31. 

If  you  can  v«thstand  the  risk,  though,  there  are  some  in- 
uing  opportunities  in  overseas  markets.  This  survey  of  500 
e  foreign  firms  will  give  you  a  taste  of  what's  out  there. 
South  Korea's  remarkable  comeback  comes  on  the  heels 
5  late  1990s  economic  meltdown.  The  MSCI  Korea  index  is 
39%  lower  than  it  was  in  June  1996.  Here's  the  reason  for 
ing:  The  South  Korean  market  is  cheap.  It  sells  for  8  times 
nated  2001  earnings,  roughly  a  third  the  U.S.  market's  for- 
d  multiple.  The  downside:  much  economic  uncertainty, 
a  heavy  reliance  on  consumer  electronics,  not  a  strong 
or  at  the  moment. 

In  western  Europe,  Ireland  is  a  bright  spot,  according  to 
iry  Willmore,  head  of  U.S.  economics  at  Barclays  Capital, 
e  Irish  economy  trades  a  lot  with  the  U.K.  economy,  and 
fact  that  the  euro  has  been  weak,  especially  against  the 
nd,  has  really  given  Ireland  a  big  boost."  Overall,  his  out- 
c  for  Europe  is  positive:  "In  2001,  for  the  first  time  in  five 
ix  years,  Europe  will  grow  more  rapidly  than  the  United 

States."  European  multiples 
are  on  average  a  bit  lower 
ICS  BY  scon  DECARLQ,  ANN  ^han  US.  multiples. 
lERSON,  EDITA  RASLOVA,  of  the  emerging  mar- 
IIR  NAUMOVSKI,  MICHAEL  kets,  only  Latin  America 
ACH  AND  BRIAN  ZAJAC  seems  poised  for  growth, 
HAMMING  BY  MITCHEL  but  this  is  relative  to  the 
AND  CARL  SUBICK    P°°^  ^^^^  performance 

ATION  BY  ANDERS  WENNGREN     '"''f  ^ 

such  as  Argentina.  Nor  will 

<vth  be  spread  evenly  throughout  the  region.  Salomon 
th  Barney  has  downgraded  its  position  on  Brazil,  espe- 
y  in  light  of  the  nation's  recent  energy  crisis  and  new 
ta  system.  The  firm  remains  optimistic  about  Mexico.  Like 
;a,  Mexico  is  cheap.  Its  stocks  go  for  a  composite  13  times 
;cted  2001  earnings,  half  the  U.S.  market  multiple.  Geof- 
Dennis,  Latin  American  strategist  at  Salomon  Smith  Bar- 
especially  likes  cement  producer  Cemex.  He  is  unenthusi- 
:  about  Mexican  banks,  which  are  richly  priced,  partly  in 
onse  to  the  recent  Citigroup  offer  for  Banamex-Accival. 
h  order  to  qualify  for  this  year's  International  500,  com- 
es had  to  have  at  least  $5.2  billion  in  revenues,  be  incor- 
ited  outside  the  U.S.  and  be  publicly  traded  as  of  May  31. 
'  to  the  list  this  year  is  British  pharmaceuticals  company 
;:oSmithKline,  formed  last  year  by  the  merger  of  the  U.K.'s 
:o  Wellcome  and  SmithKline  Beecham. 
Revenues  and  profits  were  converted  into  U.S.  dollars 
g  the  average  exchange  rate  spanning  each  firm's  fiscal 
We  used  fiscal  year-end  exchange  rates  for  assets.  r 


Buying  shares  of  beer  and  beverage  company  Cervecen'as 
Unidas  of  Chile  or  Cucati  Motor  Holding  of  Italy  is  as  easy 
for  U.S.  investors  as  investing  in  Microsoft.  Most  of  the 
world's  largest  firms  now  have  listings  on  multiple  exchanges.  In 
the  U.S.  a  handful  of  foreign  companies  are  now  traded  as 
New  York  Shares  (nySs),  which  are  identical  to  those  traded  on 
local  markets.  Thousands  of  other  stocks  trade  as  American 
Depositary  Receipts  (adrs),  or  as  a  similar  variation,  such  as 
Global  Depositary  Receipts  (gdrs).  Most  brokers  will  buy  and 
sell  depositary  receipts  at  the  same  commission  schedule 
charged  for  U.S. -based  stocks. 

It  can  be  tougher  and  more  costly  for  a  U.S.  investor  to  buy 
shares  of  French  designer  Christian  Dior,  because  Dior  has 
neither  a  U.S.  listing  nor  an  ADR. 

Americans  can  trade  a  non-ADR  foreign  security  such  as  Dior 
through  a  U.S.  broker  like  Fidelity  or  Schwab,  but  those  firms 
must  place  the  order  through  a  marketmaker  that  specializes  in 
foreign  equities.  Since  foreign  exchanges  may  not  be  open  at  the 
same  time  as  U.S.  exchanges,  there  is  a  time  consideration  when 
making  these  kinds  of  trades. 

An  online  trading  service  won't  help  you  get  around  this  time 
differential,  because  these  outfits  cannot  handle  such  orders. 
Another  significant  impediment  to  investing  in  local  foreign  stock 
is  that  the  individual  investor  is  personally  responsible  for  paying 
the  taxes  on  any  dividends.  Fidelity  has  alleviated  investors  of 
some  of  these  inconveniences,  but  it  tacks  on  a  $50  processing 
fee  per  transaction  for  foreign  stocks  that  are  not  carried  in  the 
DTC  system,  an  electronic  share  depository  network.  Christian 
Dior  is  DTC-listed,  so  this  charge  wouldn't  apply,  but  regular  com- 
missions would. 

Of  course  there's  nothing  to  stop  a  U.S.  investor  from  dealing 
directly  with  a  local  broker,  but  this  usually  entails  setting  up  a 
foreign  bank  account  in  the  local  market.  For  an  American  without 
a  street  address  in  a  country  like  France,  opening  up  a  bank 
account  can  be  difficult  in  and  of  itself.  Foreign  banks  typically 
charge  a  fee  to  transfer  stocks  to  a  broker  This  route  still  leaves  a 
U.S.  investor  responsible  for  the  broker's  commission,  exchange 
charges  and  local  taxes,  if  applicable.  -Megan  E.  Mulligan 


Upwards 

The  number  of  ADR 
listings  has  almost 
doubled  since  1990.  By 
market  cap,  European 
companies  dominate. 


Total  number 
ofADRs  1,534 


%  by  region 


Other  emerging-' 
Source:  Bank  of  New  York. 


Latin  America 


For  more  on  International  Companies,  please  go  to  |^  PVlfllPC 
www.forbes.com/internationai.  Im  ^^^^b^om 
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WUIK  COMPANY/BUSINESS 


CMMTRY 


REVENUE  NET  USETC  IMMST  EMPlOmS 

($MI.)  INCOm  ($hl)  vujue  (t>iou) 

($»»)  ($») 


1 

Citigrsuii/diversified  financials 

United  States 

111,826 

13.519  _ 

 902.210 

257.980 

237.5 

2 

fieneral  Electrk/elocironlc  equipment 

United  States 

129,853 

12,735 

437.006 

486.720 

311.5 

3 

Exxoa  lUbii/oll  &  gas  ■w-rrwr 

United  States 

206,083 

^5,990 

149.000 

306.177 

1D3.3 

4 

BP/oil&gas  mwH- 

United  Kingdom 

148,062 

 11.870 

143.938 

199.262 

98.0 

5 

HSBCGf  sup/banks  ^mk. 

United  KingdoiTi 

49,861 

6,628 

673,474 

116,161 

169.9 

5 

INC  firsup/divarsified  financials  ^mmm 

1^  Netherlands  ^^^^ 

r,  71.018 

11.041.. 

aHK.  603.399 

64.183 

92.7 

5 

JP  Mofgan  Chase/diversified  financials 

United  States  ^g^^i^ 

,  60.065 

5.727^ 

 r  715,348 

97525 

95.0 

8 

Bank  of  Anwica/banks 

United  States 

57,772 

7,517  ^ 

642,190 

94,918 

149.3 

8 

Royal  OutGlt/StwU  Croup/oil  &  gas 

Netherlands/UK 

149.146 

12.719 

  122,498 

216,361' 

95.0 

10 

AT&T/telecom-carriers 

United  States  mhhm 

(  65,431 

7,738 

252,352 

80,647 

156.7 

11 

Anericaii  Intt  Greup/insurance 

United  States 

i-a^.  306,577 

188,812 

55.0 

12 

Verizoo  Comnwa/telecom-carriers 

United  States 

64.707 

rT--^-T  164,735 

113,796 

258.3 

13 

IBM/computer  systems   

United  States  ^^g^i^ 

c  88,396 

8,093 

88,349 

194,244 

311.9 

14 

Wal-Mart  Stores/multiline  retail 

United  States  mmmmm 

191,329 

8,295 

77,895 

231,372 

1,192.0 

IS 

General  Motors/automobiles 

United  States  «... 

184,632 

4,452 

303.100 

52.142^ 

392.0 

15 

Toyota  Mator/automobiles 

Japan 

121,464 

4,264^ 

IBM  138.536 

129,884 

215.6 

17 

Fannie  Mae/diversified  financials  mitta 

an,  United  States  igmmm 

44,089 

4,416  a 

MH»  675.072 

82.440 

4.0 

18 

Nippon  Tel  &  Tel/telecom  services 

Japan  mam^ 

^  103,276 

4,199 

170,258 

99.659 

215.2 

19 

Morgan  Stanley  OW/diverslfied  financials 

United  States  ^m^mt 

45.413 

5,458 

426.794 

72.449 

59.0 

20 

Deutsclie  Bank  Group/banks 

Germany  !■■■■■! 

4,489 

871,005 

47,256 

88.8 

E  62.769 

20 

UBS/banks 

Switzerland 

48,287 

4.614 

663,211 

63,551 

71.1 

22 

For  d  Mator/automobiles 

United  States 

170,064 

5,410 

284,421 

44,554 

346.0 

23 

SBC  Communications/telecom-carriers 

United  States 

51.476 

7,967,1 

HM»  96.651 

144,991 

209.8 

24 

JUIianz  Worldwide/insurance 

Germany 

70,804 

3.188  ja 

403,709 

69,026 

119.7 

25 

TotalFioa  Elf/oil  &  gas 

France 

,  105,544 

6.361 

^a^K  80.572 

107,687 

123.3 

26 

DaimlerChrysler/automobiles 

Germany 

,  149,608 

7.353  « 

at^m  183,958 

45.920 

449.6 

27 

Philip  Morris  Cos/tobacco 

United  States  ^,,1^ 

,  63,276 

S-SlOsM 

mmam  79.067 

113.197 

140.4 

28 

Credit  Suisse  Group/banks 

Switzerland  ^^m^^ 

60,853 

3,425 

598,869 

54.357 

80.5 

29 

AXA  Group/insurance 

France  smt^m^ 

92,496 

3,597 

332,411 

48,574 

90.4 

30 

Siemens  Group/multi-industry  _wmmm 

^  Germany 

75,489 

63,568 

446.8 

HMB  B1'S35 

31 

Merrill  Lynch/diversified  financials 

United  States  ^-^.--.^ 

54,068 

69.6 

32 

BNP  Paribas/banks 

France  ^^^^^ 

..^rr-  643,242 

38,855 

80.5 

33 

Deutsche  Telekom/telecom  services 

Germany  hhhm 

p  37,718 

M  5,460 

115,165 

86.760 

211.3 

34 

Mizube  Holdings/banks 

Japan 

a  1,249,293 

46.731 

30.2 

35 

Intel/computer  peripherals 

United  States  mmmm 

t  33,726 

10.535 

47,945 

181,642 

78.2 

36 

Berkstiire  Hatbaway/insurance 

United  States  mmimm 

33,976 

3.328 

135,792 

104.836 

80.0 

37 

Wells  Fargo/banks 

United  States 

27568 

4,026 

272,426 

80,909 

103.7 

38 

Merck/  pharmaceuticals 

United  States 

40,363 

6.822 

39,910 

167693 

82.3 

39 

WorldCom /telecom-carriers 

United  States 

39,090 

4J.74 

98,903 

51,502 

83.5 

40 

Gaidoua  Sacte/diversified  financials 

United  States 

^  289,760 

45,760 

19.0 

41 

E.0n/electric  utilities 

Germany 

68,222 

3,289 

97,834 

38,165 

183.0 

42 

EM/oil&gas 

Italy 

45,000 

5.317 

52,446 

51,452 

70.0 

43 

Fortis/diversified  financials 

Netherlands/Belgium 

43.972 

2.550 

405,232 

31.191* 

62.9 

44 

Vivendi  Universaj/niedia 

France 

38,509 

2,118 

140,262 

70,368 

253.3 

45 

Microsoft/computer  software 

United  States 

23,845 

9.999 

57,691 

369,144 

39.1 

46 

Royal  Bank  of  Scotland/banks 

United  Kingdom 

26,151E 

2.531E 

477.511 

62.311 

83.3 

47 

Frsddie  Mac/diversified  financials 

United  States 

29,969 

2,539 

459.297 

45,881 

3.6 

48 

Cbevron/oil  &  gas 

United  States 

46.532 

5,185 

41,264 

61.616 

35.6 

49 

Barclays/banks 

United  Kingdom 

24.067 

3.749 

471.812 

49,615 

72.3 

49 

France  Tetecom/telecom  services 

France 

31.025 

3,372 

118.223 

63,451 

188.9 

Market  value  is  as  of  May  31.  2001.  'Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Includes  Class  H  stock.  'Prior  to  issuance  of  tracking  stock,  MC 
Group.  'Combined  market  value  for  Fortis(NL)  and  Fortis(B).  E:  Estimate. 
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What  Recession? 


Foreign  Investments  in  the  U.S. 


The  global  mergers  and  ac- 
quisitions market  may  not 
be  as  robust  as  it  was  in  the 
heady  days  that  saw  the 
birth  of  DaimlerChrysler 
and  Vodafone  Group,  but 
there  are  still  plenty  of 
deals  to  be  made. 

"The  drivers  of  cross- 
border  mergers  and  acquisi- 
tions remain  in  place  for  the 
long  term,"  says  Stephen 
Munger,  global  cohead  of 
M&A  at  Morgan  Stanley. 

Multinationals  realize 
that  staying  competitive  means  being  global— and  that  means  getting  into  the  U.S.  if 
they  aren't  already  here.  Take  UBS'  $11.8  billion  deal  for  PaineWebber  last  year.  How 
else  could  a  Swiss  bank  quickly  gain  a  foothold  in  the  U.S.  brokerage  business? 

U.S.  companies  aren't  scaling  back  their  global  reach,  either.  UtiliCorp  United,  for 
example,  bought  assets  in  Australia,  Canada  and  New  Zealand.  —Viki  White 


Multinationals 


'/COUNTBY 


KVENK($I 


1  DaWarCteyslM-'/Gennany 

2  wm 

3  Ai»M'/Netheriands 

4  iUyatD«rtdiySiMilG#-/Netherland$/UK 

5  Tyc«  latanutiMul'/Bermuda 

6  MG  Greup'/Netherlands 

7  PetretMS  da  VtaczueWVenezuela 

8  Toy«ta  Matsr'/Japan 

9  Htrtti  Hctwvks'/Canada 

10  Nestk'/Switzeriand 

11  ABM-Aw«H«Mwr /Netherlands 

12  UBS'/Swrtzerland 

13  SMy'/Japan 

14  DeutxdM  Baafc'/Gennany 

15  AecM  IwgMW  Greup'/Netherlands 

16  SlnBHii  6r—p*/Gennany 

17  GUMSMtUOM'/UK 


18  \MafMt'/UK 
19 
20 


Mttw'/Japan 
Credit  S4tusa  Greup'/Switzerland 

21  Oaihaiu  U  Li«a/Beigium 

22  Vhrcodi  UwvwsaT /France 

23  SJuadia  lawaact/Sweden 

24  Pnideatial'/UK 

25  Zahck  ruuacul  Servicas'/Switzerland 


90457 

7im 

27373 
2Mn 
24318 

22312 

22451 

21,30fi 

20344 

18.709 

18v48( 

18.217 

17.439 

163001 

15.734 

15,599 

14.282 

14,236  ■ 

14.0001 

13344 

123841 

izjmi 

12JJ4I 
113871 
11347 


"Publicly  traded  in  the  U.S.  in  shares  or  ADRs  E.  Estimate 


raKKN 
($») 

% 
OUNGE 

TOTU. 
($»•) 

CHMGE 

FOKIGN 

AS% 
OF  TOTU. 

FOKIGN 
($«) 

TOTM. 
($HL) 

FOHEKM 

AS'/. 
OFTtntL 

FQIDGN 
($!») 

TVriL 

asm.) 

u^ 
ofth 

1 

LnoBlMil 

143344 

23.9 

208,083 

28.1 

69.4 

10,198^ 

16,948^ 

60.2  1 

1  56,742^ 

89.829' 

63J 

2 

FsrdMatsr 

51,691 

5.0 

170,064 

5.9 

30.4 

-599 

5,410 

D-P  , 

1  19,874' 

45.804' 

43.' 

3 

BH 

51,180 

L6 

88,396 

1.0 

57.9  1 

3,914 

8,093 

48.4  ; 

,  14,348^ 

35,797= 

4o: 

4 

GeMrai  Motsrs 

48,233 

3.8 

184,632 

4.6 

26.1  1 

2,893- 

4,771  = 

12,578' 

35.376' 

35.1 

60.6  1 

S 

Texacs 

43.146 

31.9 

60,220' 

41.9 

71.6  1 

1,007 

2,542 

39.6 

7.879^ 

15,897= 

43.1 

6 

Geaerai  Dectric 

42.390 

19.9 

129.853 

16.3 

32.6 

5,222' 

20,686' 

25.2 

,159,367 

437,006 

36.! 

7 

Citigroup 

37.396 

17.8 

111,826 

18.5 

33.4 

NA 

13.519 

NA. 

269,837' 

741,114= 

36.. 

8 

Wat-Mart  Starts 

32,100 

41.2 

191,329 

15.9 

16.8 

650^ 

6,424- 

10.1 

25,742 

78,130 

32.1 

9 

31,374 

55.3 

69,058 

52.2 

45.4 

2,716 

5,185 

52.4 

27126 

50.832 

53.. 

10 

MmrtM-PaGkard 

27,230 

16.4 

48,782 

15.1 

55.8  1 

2.169 

3,561 

60.9 

2,244' 

4,500' 

49J 

U 

CaaipaqCMapiitsr 

23,417 

10.6 

42,383 

10.0 

55.3  1 

216 

595 

36.3 

1,202= 

3,431= 

35J 

12 

Eoraa 

2^898 

130.5 

100,789 

151.3 

22.7  1 

500 

979 

51.1 

844= 

11,743= 

13 

fanwicM  toti  Grxip 

22.846' 

13.5 

45,972 

13.1 

49.7  1 

NA 

5.636 

NA 

98,105= 

306,577 

14 

H*  Mir[M  rtinn 

21,338 

22.3 

60,065 

15.8 

35.5  1 

2,963 

5,727 

51.7 

NA 

715,348 

15 

Practtr&GaHhIa 

19,913 

0.5 

39,951 

4.8 

49.8  , 

1,492 

3,542 

42.1 

16,967 

34,194 

49J 

16 

intei 

19314 

19.0 

33.726 

14.8 

58.7  , 

3,571 

10,535 

33.9 

3.905' 

15,013' 

25J 

17 

Matanla 

19,720E 

7.8 

37,580 

13.6 

52.5 

1,645" 

2,231"^ 

73.7 

16,814 

42,343 

3a 

18 

Phflip  Harris  Cat 

19.280 

-2.0 

63,276 

2.5 

30.5  J 

3,105 

8,510 

36.5 

7.425= 

28,739= 

25.. 

19 

Daw  Clwwcal 

14,145 

16.7 

23,008 

15.1 

61.5  1 

1,149- 

1,578.= 

72.8 

4,202= 

9,190= 

45. 

20 

EldiiPastdeNanaors 

13.759 

3.7 

28,268 

5.0 

48.7  1 

1,218^ 

2.375  = 

51.3 

5.295' 

14.182' 

37. 

21 

Xarax 

12.505' 

-2.7 

22,902= 

-2.3 

54.6 

-432^ 

-275  = 

D-D 

1,568= 

3,850= 

4a 

22 

Caca-CsJa 

12,439' 

2.6 

20.458 

3.3 

60.8 

781 

2.177 

35.9 

5,528-=- 

15,069" 

36. 

23 

iBgraaiMiGra 

12.263 

9.0 

30,715 

9.4 

39.9  i 

13 

224 

5.8 

2,526 

6,609 

3a 

24 

JahBsas  &  JahBsoo 

12439 

0.4 

29,139 

6.1 

41.7  , 

2.400 

4.800 

50.0 

4,631= 

13.957= 

31 

25 

Pfiier 

11.621 

8.2 

29.574 

8.0 

39.3  , 

3.937 

3,732 

105.5 

5,693= 

12,251= 

46. 

From  continuing  operations.  'Net  income  before  corporate  and  financing  activity  and  merger  expenses,  ^ong-lived  assets.  'Net 
minority  interest.  ^Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  'Operating  profit.  ^Average  assets. 
"Identifiable  assets.  D-D:  Deficit  to  deficit.  D-P:  Deficrt  to  profit.  E:  Estimate.  NA:  Not  available. 


property,  plant  and  equipment.  'Net  income  before  I 
'Excludes  Canadian  operations.  ""Pretax  income 


For  the  complete  lists  go  to  www.forbes.com/internafional. 
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MNK  COMnWY/COUNTRY 


REVENUE 


NET 
INCOME 
IN  MILLIONS 


ASSETS  MMKET 
VUUE 
OF  D.S.  DOLLARS 


106  ABB  Group/Switzerland  22,9G7  1,443  30,962  21.248 

126  Ahbuy  NationaVUK  19,851  2,069  276,474  24,638 

46  ABM-AmroHBliling/Netherlands  42440  2.301  504.433  28,624 

414  Arcor/France  6,399  412  11.123  8.023 

496  AC^Bermuda  5,267  543  30.545  8.967 

159  Adocco/Swltzerland  15,767  -253  6,510  10,511 

485  adidas-Salomon/Germany  5.376  167  3,617  2,666 

318  Aegis  Group/UK  8,661  72  2.259  1,925 

81  Aegon  insurance  Group/Netherlands  28,335  1.903  227.243  35.843 

36  Ahold/Netherlands  48,342  1,028  23,327  24,789 

476  Aioi  Insurance/Japan  5,482  65  13,461  2,443 

425  Air  Canada/Canada  6,251  -55  6.320  691 

247  Air  France  Group/France  11,134  382  11.002  4.031 

369  Aire  Uquide  Group/France  7,462  601  10.709  12.717 

431  Airtours/UK  6,170  268  3.845  2.009 

269  AisinSeiki/Japan  10,211  -65  8.865  4,325 

338  Ajinomoto/Japan  8,220  -104  6.653  7.091 

203  Aluo  Nobel  Group/Netherlands  12,901  890  10.988  12.337 

300  Alcan/Canada  9,148  618  18.355  14.267 

77  Alcatel/France  28,937  1.220  39,172  30.715 

238  All  Nippon  Airways/Japan  11.578  365  11.517  5.554 

295  Alliance  UniChem/UK  9.387  116  3.762  2.588 

17  Allianz  Worldwide/Germany  70.804  3.188  403,709  69,026 

436  Allied  Irish  Banks/Ireland  6M5  720  73,985  9,662 

141  Aimanij/Belgium        mt^^msm-  17.362  1.263  202,453  6,367 

113  Alstom/France  22.259  185  26,340  6.279 

385  Altadis/Spain  7.008  136  7298  3,785 

153  AMP/Australia  16,073  671  97,942  11,351 

172  Anglo-American/South  Africa  14324  1,957  30,616  23.758 

213  Arbed/Belgium  12.191  409  14,169  1.076 

320  Asahi  Bank/Japan  8.539  -71  231,393  7207 

362  Asahi  Breweries/Japan  7.705  -146  11,843  5.455 

227  Asahi  Glass/Japan  11.878  224  15,143  9.636 

240  Asahi  Kasei/Japan  11,486  228  9,952  6,719 

392  Assoc  British  Foods/UK  6384  216  5,670  4,534 


Bombardier  •  Canada 


Planes,  trains— but  not  automo- 

^  biles— are   the    hallmark    of  -.—S 

|:  Canada's  transportation  giant  Sl^.  '  '^j^mm^ 

I  Bombardier.  The  $10.8  billion  '  i  JC^ 

I  (revenues)  company  builds  re-  ^^^^^  W 

||  gionai  jet  aircraft,  business  jets  ^J^Jpiipwr- 

I  (LearjetX  locomotives,  railroad  coaches  and  subway  cars,  snowmo- 

I  biles  (Ski-Doo),  personal  watercraft  (Sea-Doo)  and  more.  Last  year 

I  the  company  purchased  DaimlerChrysler's  Adtranz  mass-transit  di- 

I  vision.  Bombardier  sells  for  27  times  estimated  2001  profits,  com- 

I  pared  with  |9  for  all  Canadian  stocks  and  15  for  rival  Boeing. 


COMPANY/COUNTRY 


REVENUE 


IN 


NH  ASSC 
INCOME 

MILLIONS  OF  H. 


158 

355 
121 
10 
448 
175 
448 
321 
325 
426 
109 
187 
205 
329 
67 
206 
204 
258 
212 
98 
62 
442 
84 
65 
214 
302 
209 
437 
64 
27 
467 
256 
361 
140 
3 
130 
192 
147 
72 
311 
262 
388 
161 
252 
94 
415 
24 
360 
236 
333 


AstraZeneca/UK 
V<Z  Banking/Australia 
Aventis/France 
AXA  Group/France 
Babcftck  Borsig/Germany 
BAE  Systems/UK  ^ 
Baloise  Group/Switzerland 
Banamex-Accival/Mexico 
Banca  di  Ronu^ltaly  m 


Banca  Nai  del  Lavoro/ltaly 
BBVA-Banco  Bilbao  Vi2caya/Spain 
Banco  Bradesco  Groui^Brazil 
Banco  do  Brasil/Brazil 
Banco  Itaii  Group/Brazil 
Banco  Santander  Central/Spam 
Bank  of  Montreal/Canada 
Bank  of  Nova  Scotia/Canada 
Bank  of  Scotland/UK 


Bankgesellschaft  Berlii^Germany 
Barclays/UK 
BASF  Group/Germany 
Bass/UK  a^HBi 
Bayer  Grou{^Germany 
Bayer  HypoVereinsbank/Germany 
BCE/Canada 

Bharat  PetroleunVlndia^a^^ 

BHP/'Australla  .  „■ 

BHW  Holding/Germany 
BMW-Bayerische  Motor/Germany 
8NP  Paribas/France 
BOC  Group/UK 
Bombardier/Canada 
Boots/UK 

Bouygues  Group/France 
BP/UK 

Bridgestone/Japan 
British  Airways/UK 
British  Amer  Tobacco/UK 
British  Telecon^UK 
Buhrmanr^Netherlands 
Cable  &  Wireless/UK 
Cadbury  Schweppes/UK 
Canadian  Imperial  Bank/Canada 
Canadian  Pacific/Canada 
CanoiVJapan 

Cap  Gemini  Ernst  &  Young/France 
Carrefour  Group/France 
Castorama  Dubois/France 
Cathay  Life  Insurance/Taiwan 
CEA-lndustrie  Groupe/France 


1S304 

7325 
20.549 
92.496 

5337 
14324 

5327 

8,519 

8,463 

6,250 
22,669 
14,121 
12.711 

8,356 
31330 
12,632 
12.880 
10,778 
12,220' 
24367 
33417 

5398 
27,627 
32.037 
12,184 

9,121 
12,489 

6,017 
32.574 
57,427 

5.593 
10308 

7,721 
17.561 
148,062 
18323 
13,723 
16.548 
30,214 

8,847 
10,509 

6336 
15,679 
10,842 
25.809 

6.386 
59,703 

7,724 
11,593 

8,329 


2.538 
1,066 
-27 
3.597 
-18 
-20 
376 
932 
224 
438 
2.056 
951 
532 
1,006 
2,080 
1,259 
1.306 
918 
160' 
3,749 
1,142 
2,631 
1,673 
994 
3.273 
180 
995 
170 
945 
3,800 
510 
655 
493 
388 
11.870 
165 
169 
1.016 
-2.677 
204 
3.893 
752 
1,397 
1,190 
1,244 
397 
982 
363 
312 
427 


18,^ 

84.  t 
37.£ 

332.4 
6.2 

25,  £ 
35.5 
33.S 

126.^ 

85.  C 
279,^ 

47C 

70". 

35.= 
324.£ 
147.[| 
159.' 
124.f 
192.t| 
471,£| 

35.] 

m 

33.  J 
665,] 

34,  ; 

2.  : 

ISi 

116.: 

32i 
643.; 

li 

13,£ 

4.  ; 
19X 

143.i 

19,i 

26,  t 
78J 

5.i 
34.( 

3.  f 
169,; 
16. 
24,i 

5,  ; 
40.; 

4. 

3i; 

22i 


Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  ooeratior 
excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  2000  figures  are  used  unless  noted.  Market  value  is  as  of  May  31.  2001.  E;  Estimate.  Figures  are  latest . 
Sources:  Bloomberg  Financial  Markets;  Exshare,  FT  Interactive  Data,  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems:  IBES  Express:  Morgan  Stanley  Capital  Internat 
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MNK  COMPANY/COUNTRY 


REVENUE 


INCOME 
IN  MILLIONS 


ASSETS  MARKET 
VALUE 
OF  U.S.  OOLLARS 


RANK  COMPANY/COUNTRY 


REVENUE 


Nn 

INCOME 
IN  MILLIONS 


ASSe 


455  CwMx/Mexico  5,719  1,017  15,643  7.491 

220  CemnlJapMiUaway/Japan  12,064  479  47,506  14,663 

169  Centric^UK  15,060  499  8,038  13,900 

209  Cepsa/Spain  9,494  328  4,761  3,056 

22  CGNWUK  61.009  -2.597  246,736  29.440 
332  China  Melitl«(HK)/China  0,341  2,314  19,676  90.165 

50  CMMPMnteum&CheiWChina  39,000  2,296  47,579  18,028 

123  ChtthuBactric  Power/Japan  20,303  851  52,759  14,161 

291  ClHigoku  Electric  Povier/Japan  9,454  246  23,616  5,829 

447  Ctiua  Mitsui  Trust!  Bank/Japan  5,051  209  106,272  1,483 

422  Clariant/Switzerland  6,266  299  7,636  4,153 
110  CNP  Assurances/France  22,534  430  123.193  4,269 
160  Coles  Myer/Ausualia  15,066  187  4,585  4,225 
119  Commerzbank/Germany  20,962  1,236  425.732  13,263 
301  Commonwealth  Bank  eraup/Australla  7,143  1.699  123,111  20,030 
322  Compass  Grouik'UK  0,510  192  2,915  16,389 
297  Continental/Germany  9,319  189  7.086  1,749 
171  CorusGroui^UK  14,935  -1,856  12,300  3,155 
146  Cosmo  OilJapan  16,701  78  10,569  1,776 
116  Credit  Lyoitnais  Grou^France  21,079  648  174,647  11,716 

23  Credit  Suisse  Graui^Switzerland  60,053  3,425  598,869  54,357 
349  CUVIreland  0,017  459  8,756  8.977 
217  Dai  Nippon  Printing/Japan  12,143  302  11,957  10,325 
90  Daie^Japan  26,657  420  27,212  1,360 

370  DaimarWJapan  7,201  26  3,346  1,023 
1  DaimlerCbrysler/Germany  149,600  7.353  183,958  45,920 

310  Oainipponlnk&Chems/Japan  0,004  135  9.143  2,262 

290  Daiwa  House  Industry/ Japan  9,195  57  8.415  4,459 

409  Daiwa  Securities/ Japan  6,497  584  61,081  14,467 

199  GroupeDanone/France  13,163  664  16.035  19,424 

405  Den  Oanske  Bank/Denmark  6,535  584  169,785  12,119 

145  Delhaize  U  Lion  Group/Belgium  16,739  148  9,659  5,231 

134  DensWJapan  19.232  550  18,807  17,757 

365  DePfa  Group/Germany  7,590  143  145,091  2,461 

21  Deutsche  Bank  Group/Germany  62,769  4,489  871.005  47,256 

190  Deutsche  LufthansWGermany  14.004  635  13,764  6,973 

73  Deutsche  Post/Germany  30.135  1,393  138,144  17,087 

52  Deutsche  TelekonVGermany  37,710  5,460  115.165  86,760 

162  Desiia/Belglum  15,650  922  239,781  14,492 

152  Diagee/UK  16,070  1,555  24.304  36,919 

249  Christian  !dior/France  10.933  231  25,184  7,155 

423  Olxons^up/UK  6.261  666  4,376  6,458 
100  Dresdi^aaWGermany  23,704  1,594  449.363  24.481 

371  OSM/lt^erlands  7,453  534  7,302  3,720 
19  E.Oi^GRnany  60,222  3,289  97834  38.165 
136  EAOS/'therlands  17,090  -832  36,313  15.856 
105  East  Japan  Railway/Japan  23,037  626  58,163  23,733 
479  Ebara/Japan  5,427  23  5,395  2,675 
459  Eiffage/France  5,697  95  4,615  870 
194  ElectretuxGraiip/Sweden  13,508  486  9.155  5,382 


399  EletTobras/Brazil 

364  Empire  CWCanada 

406  EnBW-Energie  Baden/Germany 

179  Endesa  Grou|i^Spain 

104  ENEL/ltaly 

41  EM/ltaly 
74  LM  EricssoiVSweden 
406  Exel/UK 
30  FtartGiMip/ltaly 

472  Flnmeccank^ltaly 
403  Firstrant^South  Africa 

219  Flextronics  IntVSIngapore 
304  Forenings  SparbankeiVSweden 

42  Fortis/Netherlands/Belgium 
270  Fortun^Flnland 
69  France  TeleconVFrance 
464  Fresenius/Germany 
347  Fuji  Electric/Japan 

220  Fuji  Heavy  IndVJapan 
201  Fuji  Photo  Fibn/Japan 
34  FujitsWJapan 
368  Furukawa  Electric/Japan 
492  Galeries  Lafayette/France 
138  Gazpron^RussIa 
186  GehWGermany 
32  Generali  Grouj^ltaly  ^ 
424  GKWUK 
88  GtaxoSfflithKlinWUK 

307  Great  Universal  Stores/UK 

292  Gnipo  Carsa/Mexico 

363  Grupo  Rnanciero  BBVA-BaiVMexico 

111  Gnippo  IntesaBcVltaly 

366  Hagemeyer/Netherlands 

155  Halifax/UK 

473  H&CB/South  Korea 


Ahold  •  Netherlands 


6,670 
7,597 
5,371 
14,448 
23.133 
45.000 
29,050 
6,529 
53,071 
5,540 
6,559 
12.110 
7M1 
43,972 
10,150 
31,025 
5.619 
0.063 
11.070 
13.033 
49.623 
7,482 
5,295 
17,700 
14^37 
49,863 
6.252 
27,410 
8.935 
9.445 
7.658 
22.496 
7,566 
15,868 
5.537 


1.342 
59 
95 

1,296 

2,016 

5,317 

2,294 
26 
612 
312 
482 
416 
697 

2,550 
390 

3,372 
112 
88 
205 

1,067 
77 

1,515 
294 

2,160 
156 

1.313 
484 

6,383 
301 
291 
178 

1,346 
356 

1.771 
454 


OF 

46,; 

^ 

15^ 
444 
48; 
52.1 
264 

3.; 

89.1 
18.. 
32.1 
U 
924 
405; 

13,; 

118j 
5,1 

7: 
9,: 

22,. 
41," 
12,1 

5,! 
54.1 

4.. 
203, 

5,; 

27,- 
7: 
8,; 
38,- 
309, 
3,. 
226,. 
48,1 


Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operation 
excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends,  2000  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  2001.  E;  Estimate.  ^Combined  market ' 
Fortis(NL)  and  Fortis(B). 

Sources:  Bloomberg  Financial  Markets:  Exshare,  FT  Interactive  Data,  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems:  IBES  Express:  Morgan  Stanley  Capital  Internari 
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WHY 
DIDN'T  I 

KNOW<3> 
ANYONE 
IN  THE 
ELEVA- 
TOR? 


IF  WE  OUTSOURCED 
MORE  THINGS,  WE""". 
DOULD  BE  MORE-^  *^ 
^OCUSED.  I'M  ALL^-^ 

kBOUT  Focys.j-ijui^^^ 

VONDER  HOW  (>  :^i?^OeJ< 
HE  PRODUCTION  riS-JZyQ, 


si  MY  CABIN  r-iug"^-' 
H!S  ■  STATION  "tSnQm!":: 


LESS< 
ROCK. 


WHY  *  :  IT  S  ALMOST 
DIDN  'T-NOON,  AND  N< 
XHF  4,  :  ONE  HAS  SAI 

LASTI.i.'r.f^.?.^!.?.'.''^' 
kOECIDE  l®A?8K|;sl 

^rO  OUT-  WAY  IN  18  :.?.?. 

KOURCE?^^^yUH 

•IeODa'nEW  PHOToj 
^■r  the  ANNUAL' 


THOSE 
GARDENING 
AWARDS  WERE 
TOTALLY  RIGGED. 


HOW  ABOUT  THIS 
FOR  A  DEPARTMENT 
SLOGAN:  I.T  IS  "IT!" 
THAT'S  CLEVER.  ^ 

ARE  WE  DONE  YET7  I'M  GOING 
SPELUNKING.®  8  S  S  S  S  ® 

WHATDIDTHis 
COMPANY^ 
EVER  DO 
BEFORE THE 

IT  DEPARTMENT?:  _ 

 :  H.O. 

ONLYjEXPENSE 
■ax,c?,'I,V  -  REPORTS.:  ui^^ 
|AYS  TIL: MUST  DOjOgg,  . 
fnDMENT  =  EXPENSE  iQO^ta 

)N  BEHALF  OF  EVERYONE 
m  I.T,  I'D  LIKE  TO  KISS  THE 
IPERSON  WHO  SUGGESTED 
>UTSOURCING 


IKE  RACKS 
THE  LOBBY - 
kWHYARE  WE 
NOT  TALKING 
ABOUT  THAT? 


ISFlJiG  lH  M  M  M  M  . 

BUSINESS  FRESH 

"."V.^frJ-JcOFFEE. 

MAYBE  THE  «-«-«■<- I  f!, 

INTERNS  CAN  GET     I  )>' 

US  SOME  LUNCH.  ^  ' 

|iP    HOW  wilL 

oi^r   SOMEONE  ELSE 
(0^1-:  FIGURE  THIS  PLA< 
got  OUT?  WE  CANT  EV 
,,^g  FIGURE  THIS  PLAI 
OUT?  J!i3_ELS_EiLJiiLJ 

^if^  I  WILL  TAKE  A  VACATIOi 
9Q:TTHIS  YEAR.  I  WILL  TAKI 
Wi:  A  VACATION  THIS  YEAR 

^o8i.'.wib.4J'f^.^..ff.;:..*±.?.±> 

%~?0    L'i  A    ITS  BEEN  A  WHILE  SINCE 
Sor.t-  ANYONE  HAS  COME  OUT  WITH 

U  =  UIg    t>l  W   A  NEW  CANDY  BAR.  I  WONDER 


WHAT'S  WRONG. 


MORE 
MINUTES,  ^-^-'^ 
AND THE 
MEL 

92 INTERNET 

a;a:AUCTION 

^WOiiSMINE. 
Wi-O  :  

^  tf  111  !' SHOULD* 

_  1 1  :  BEEN 

U  U  :  WARLCJRD.^^  

cij  iMAN.— iiSTOR, 
-■o  :thfc;p  ::DR0R; 

?5  :  SHOES  ::^h:-' 
Ibo -ARE 
tof  COMFY::: 

Z$<  TIME  TO  NOD  — 
SiOf  AND  LOOK  .'T'l 
;;IF  PENSIVE.--.  VJy 

BisiiSHOULD*!* 
z:^::  RENEW  MY 
i      <  I ::  SEASON  «■ 
{  I^STIPKETS? 

v|         a^Z  :iFTHERE'S 
?  ZKIUINO-.-- 
I         rjnol  :  SMOKING 
As-  -IN  THE  BUILDING, 

SCO  :  HOW  COME  IT  

;2CLZ  :REEKS0F CIGARS? 

COULD  "keep  STEVe' 
FROM  LEAVING  AS 
WELL?  ^ 


IVE  NEVER  OUTSOURCED 
BEFORE.  BUT-* 
THEN,  I'D  NEVER 
KARAOKEED  ■» 
BEFORE  AND^ 

r  I  NEED  TO  TALK  WITH  GREG 
*        ABOUT  HIS  FUTURE  HERE. 

.:::::::::::  MAYBE  TOMORROW. 
I  HOPE  THESE  i  ggcc  '  -J' 
PEOPLE  AREtt  i  L;h2^So /\ 
AROUND  WHEN :  <\Lm^l6  A 
IT'STIMEfOr»-:  ^'"2^S'l- 
IMPLEMENT^:S<<?'° 

i  WAS  THE  ONE  i 
WHO  SUGGESTED 
OUTSOURCING, 
NOT  TED.  WHY 
DONT  PEOPLE ■» 
REMEMBER  THAT? 


I  FORGOT  TO  TELL 
THE  DRY  CLEANERS 
"LIGHT  STARCH. "  -» 

(OQQtH(S)i 

■•Mil 


WHAT'S  AN 
8-LETTER 
WORD  FOR 
-A  LOT''? 


RANK  COMPANY/COUNTRY 


REVENUE 


HtX 
INCOME 
IN  MILLIONS 


ASSETS  MARKH 
VALUE 
OF  U.S.  DOLLARS 


RANK  company/country 


REVENUE 


NET  i 
INCOME 
IN  MILLIONS  OF  U 


Renault  France 


Renault  may  be  one  of  those  rare  exceptions  to  the  argument  that  govern- 
ments should  not  own  businesses.  Of  course,  it  took  nearly  half  a  century  to 
make  Renault,  still  44%-owned  by  the  French  government,  an  international 
competitor  More  amazing  is  the  speed  in  wrfiich  Renault  management  turned 
around  its  37%-owned  Nissan  affilia 
under  the  leadership  of  Nissan 
dent,  Carlos  Ghosn.  He  was  rec 
warded  wnth  a  promotion  to  Nissan 
"Renault  now  ranks  sixth  in  auto  pro- 
duction, behind  GM,  Ford,  Daimler 
Chrysler,  Toyota  and  Volkswagen. 


466  Hannover  Re/Germany  5,618  336  21.865  2.036 

428  Hanwa/Japan  6,235  18  2,313  291 

421  HeoieitergerZaawiit/Germany  6,310  343  10,214  2.713 

412  Heineken  HoMin&'Netherlands  6,462  286  5.852  5.931 

230  Henkel  Grmiji/Germany  11,774  431  10,315  8,259 

438  Hilton  Groun/UK  5,991  211  7,032  5,258 

416  Hino  Motors/Japan  6,370  -120  6,142  2.190 

14  HitaclWJapan  76,157  944  90,262  34,287 

335  Holcim/Switzerland  8,297  525  15,270  9,171 

483  Ptiilipp  Halzmann/Germany  5,379  -76  3,637  195 

26  Honda  Moter/Japan  58,485  2,101  45.485  40,887 

33  HSBC  Group/UK  49,861  6.628  673.474  116.161 

376  Hutchison  Whampoa/Chlna  7,319  4,379  56,639  45,914 

290  Hynix  Semiconductor/South  Korea  9,486  -2,280  16,831  3,426 

54  Hyundai/South  Korea  37,517  -68  1.437  133 

461  Hyundai  Eng  &  Const/South  Korea  5,646  -2,635  5,740  216 

151  Hyundai  Motor/South  Korea  16,120  591  14.019  4,318 

410  Iberdrola/Spain  6,495  785  17,645  11,670 

440  Iceland  Group/UK  5,970  -41  2.754  893 

282  Imperial  ChemicaJInds/UK  9,726  -346  10.462  4,619 

246  Imperial  Oil/Canada  11,201  956  7480  10,806 

112  Indian  Oil  Corp/India  22,281  595  10,252  2.765 

16  ING  Group/Netherlands  71,018  11.041  603,399  64.183 

453  Inooey/UK  5,745  444  4,500  3,572 

498  Interlirew/Belgium  5,212  -838  10,383  10,559 

260  Invensys/UK  10,695  115  11,435  7.021 

487  Isetan/Japan  5,364  -20  3,776  2,387 

272  Ishikawajima-Harima/Japan  10.087  83  11,614  3,084 

183  Isuzu  Motors/Japan  14,198  -604  14,102  2,884 

80  Ito-Yokado/Japan  28,390  447  19,250  21,858 

7  hochu/Japan  109.800  638  41.393  5,646 

465  Iwatani  International/Japan  5,618  -38  3.288  601 

166  Japan  Air  Unes/Japan  15,416  371  14.461  6,166 

125  Japan  Energy/Japan  19.884  448  14,756  2,702 

197  Japan  Telecom/ Japan  13,259  159  19.977  12.816 


120  Japan  Tobacco/Japan  20,629  395 

264  ^dine  Mattieson/Bermuda  10.362  931 

316  JotuiMo  Matttiey/UK  8,732  189 

96  Jusco/Japan  25.051  208 

142  Kaiima/Japan  17.281  84 

273  Kaaematsu/Japan  10,070  156 
99  Kansai  Electric  Power/Japan  23.959  1.111 
372  Kao/Japan  7.434  538 
189  KarstadtOueUe/Germany  14.041  222 

287  Kawasaki  Heavy  Inds/Japan  9.595  -93 
225  Kawasaki  Steel/Japan  11.903  -165 
237  KawashWJapan  11.590  -137 
122  KDDI/Japan  20.527  121 
451  Kesko  Group/Finland  5.811  83 
271  Kia  Motors/South  Korea  10.141  120 
133  Kingfisher/UK  18.232  624 
263  KInki  Nippon  RaUway/Japan  10.421  -265 

274  Kirin  Brewery/Japan  9.959  306 
420  KLM/Netherlands  6.310  70 
210  Kobe  Steel/Japan  12.424  59 
383  Kof  Group/Turkey  7.071  108 

275  Komatsu/Japan  9.920  63 
296  Ksokmin  Bank/South  Korea  9.321  524 
148  Korea  Electric  Power/South  Korea  16.542  1.311 
494  Korea  Exchange  Bank/South  Korea  5.277  -430 
481  Korea  Gas/South  Korea  5.409  86 

222  Korea  Telecom/South  Korea  11.970  872 
306  Kubota/Japan  8.998  89 
380  Kumagai  Gumi/Japan  7,179  -24 
284  Kuraya  Sanseido/Japan  9.709  12 
235  Kyecera/Japan  11.627  1.986 
200  Kyushu  Electric  Power/Japan  134.05  536 
234  L'Oreal  Group/France  11J74  893 
244  Lafarge/France  11,255  669 
400  Lagardere  SCA/France  6.636  535 
443  Uurus/Netherlands  5.894  -49 
59  Ugal&  General  Group/UK  35453  481 
341  Lend  Lease/Australia  ai77  2.230 
124  LG  Electronics/South  Korea  20J)85  356 

102  LG  Intsriiational/South  Korea  23.452  28 
357  Unde/Germany  7,785  251 

103  UsydsTSB  Group/UK  23,371  4.130 
180  Lukoil  Hotdtng/Russia  14.431  3.428 
176  MAN  Group/Germany  14,571  388 
478  M-real/Fmland  5.434  313 
261  Magna  international/Canada  10.513  598 

288  Mamilife  Rnancial/Canada  9,529  719 
277  Marconi/UK  9.841  -401 

223  Marks  &  Spencer/UK  11.945  2 
12  Marubeni/Japan  85.385  136 


25 
10, 
2 

15 

19, 
6 

60 
8 

7 
IC 
17. 

5 

29 
2 
6, 
12 
14, 
13, 
7 

17 
10 
11 

72, 
52 
3S, 
6, 
22 
10 
9 
5 

13 
32 
11 
19 
15 
1 

161 

6 

16 
2 

11 
249 
12 
10 
7 
7 
39 
16 
10 
42 


Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate  Revenue  figures  are  for  group  or  consolidated  operatior 
excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  2000  figures  arc  used  unless  noted.  Market  value  is  as  of  May  31,  2001.  E:  Estimate 

Sources:  Bloomberg  Financial  Markets:  Exshare,  FT  Interactive  Data,  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems:  IBES  Express:  Morgan  Stanley  Capital  Intemat 
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346  Maruha/Japan  8,063  75  4.047  363 

18  Matsushita  Electric  Indl/Japan  69.503  375  65.460  38.045 

248  Matsushita  Electric  Works/Japan  11,041  298  10.612  8,520 

132  Maziia  Motor/Japan  18,239  -1.405  13.020  3.098 

413  Meiji  Milk  Products/Japan  6,409  35  ^,945  1.207 

429  Merck/Germany  6,210  228  7.549  5.813 

44  Metro/Germany  43,238  331  19,850  12.546 

324  meteclinologies/Gerinany  8,471  185  5.500  2,167 

185  Michelin  Group/France  14,184  368  15.813  4.551 

495  MItaclitti/Talwan  5,274  58  1,553  592 

157  Mitsubishi  Ctiemical/Japan  15,808  29  16.184  6.451 

4  Mitsubishi/Japan  126,629  833  64.745  12.415 

56  Mitsubishi  Electric/Japan  37,364  1.129  33,560  12.019 

457  Mitsubishi  Estate/Japan  5,709  179  20.347  12.462 

87  Mitsubishi  Heavy  Inds/Japan  27,551  -184  33.740  14,323 

265  Mitsubishi  Materials/Japan  10,352  65  12.828  2.813 

75  Mitsubishi  Motors/Japan  29,648  -2,517  23.930  5,219 

63  Mitsubishi  Tokyo  Finl/Japan  32,600  -1.127  823.393  53,970 

6  Mitsui  &  Co/Japan  118,060  467  53.670  10,420 

323  Mitsui  Chemicals/Japan  8,503  154  10,550  3,623 

257  Mitsui  Fudosan/Japan  10,795  236  22.845  7,706 

315  Mitsui  Marine  &rire  Ins/Japan  8,783  140  31.206  4,258 

348  Mitsui  O.S.K.Unes/Japan  8,033  99  9.152  3.267 

312  Mitsukoshi/Japan  8,846  48  4,526  2,152 

31  Mizuho  Holdings/Japan  52,171  1.911  1.249,293  46.731 

198  Montedison/Italy  13,175  240  19.337  4,384 

497  Morrison  (Wm)  Supermarket/UK  5,259  215  2.334  4,227 

53  Miinchener  Ruck/Germany  37,586  1.612  178,323  48,652 

493  Murata  Manufacturing/Japan  5,284  949  6,983  19.260 

160  Mycal/Japan  15,758  -798  15,813  421 

373  Nagoya  Railroad/Japan  7,373  31  9.976  2,230 

301  Natexis  Banques  Pepulaire/France  9,122  230  105,268  3,611 

174  MatlAusUaliaBankyAustralia  14,652  1,976  173,598  25,245 

463  National  Grid/UK  5,620  1,137  14,230  11,818 

35  NEC/Japan  48,947  512  38.713  27.062 

38  Nestle/Switzerland  48,212  3,412  38,469  80.332 

188  NewsCorp/Australla  14,120  1,209  39,202  38,724 

115  Nichimen/Japan  21,890  -191  13.354  541 

154  Nippon  Express/Japan  15,931  -241  9.874  5.108 

337  Nippon  Meat  Packers/Japan  8,239  232  4.765  2.584 

86  Nippon  Mitsubishi  Oil/Japan  27.555E  270  31.713  9.223 

97  Nippon  Steeiyjapan  24,886  240  33.670  11.254 

367  Nippon  Steel  Trading/Japan  7,557  -28  5.552-  73 

9  Nippon  Tel  &  Tel/Japan  103,276  4,199  170.258  99.659 

241  Nippon  UnipacVJapan  11,395E  NA  NA  6.777 

268  Nippon  Yusen/Japan  10,260  322  11.088  5.055 

439  Nipponkoa  Insurance/Japan  5,980  68  16,859  3.132 

28  Nissan  Motor/Japan  55,099  2.996  50.715  26.902 

25  Nissholwai/Japan  58,580  181  29.005  1,270 

150  NKK/Japan  16,171  878  21.117  3.059 


82 

Nokia/Finland 

27486 

3.628 

li 

231 

,Namura  Securities/Japan 

11,757 

1.644 

16^ 

245 

Nordea/Sweden  anawr 

lt203 

20( 

137 

Norsk  Hydre/Norway 

17,821 

1,588 

21 

71 

Nortel  Networks/Canada 

30,293 

_0  QC7 

41 

143 

Novartis  Group/Switzeriand 

17,238 

226 

Obayashi/Japan 

11,883 

-59 

i: 

432 

Odakyu  Electric  Railway/Japan 

64)84 

6 

i[ 

243 

Oji  Paper/Japan 

11^7 

n  c 

lio 

398 

Oki  Electric  Industry/Japan 

6,698 

Q1 

oi 

239 

Old  Mutual/UK 

11,495 

767 

Ec 

83 

Olivetti  Group/Italy 

27,746 

-866 

8^ 

484 

Omron/Japan  ^mmmm^^ 

5477 

202 

t 

393 

OMV  Croup/Austna  —  

6468 

coo 

149 

OnexyCanada 

16418 

127 

li 

490 

Orix/ Japan 

5  303 

H*- 

319 

Osaka  Gas/ Japan 

8,613 

■577 

11 

395 

Parmalat  Finanziaria/ltaly 

6,771 

179 

c 

445 

rc«if!mii/uf\  ^^HH^Btt 

5,873 

271 

i; 

278 

Pechiney/France 

9439 

289 

419 

Petro-CaoadayCanada 

6411 

601 

£ 

89 

Petrobras-Petrolee  Brasil/Brazil 

26455 

5.342 

3J 

76 

PetroCfaina/Chlna 

29431 

D,0/  C 

48 

Peugeot  Greupe/France 

40,705 

1.209 

41 

60 

Philips  Group/Nettierlands 

34483 

8.847 

3J 

107 

Pinault-Printemps-Redoute/France 

22413 

707 

25 

446 

Pioneer/Japan 

5455 

166 

391 

Pirelli  Group/Italy 

6488 

0,0*tD 

215 

Pohaag  Iron  and  Steel/South  Korea 

12481 

1.444 

i; 

242 

Power  Corp  of  CanadayCanada 

11,384 

442 

Hi 

418 

PowerGen/UK 

6,354 

650 

It 

118 

Preussag  Group/Germany 

21420 

NA 

It 

45 

Prudential/UK 

43430 

1,043 

2o: 

458 

Oantas  Airways/ Australia 

5,708 

325 

374 

Quebecor/Canada 

7449 

730 

11 

Samsung  Electronics  •  Korea  f 


Shares  of  Samsung  Electronics  are  off  58%  from 
their  52-week  high  of  July  2000  versus  a  33% 
decline  for  Morgan  Stanley's  Korea  index.  This  is 
a  tough  time  to  be  moving  up  market  in  the  con- 
sumer electronics  business  while  at  the  same 
time  weathering  a  downturn  in  the  memory-chip 
market.  Yet  in  a  world  increasingly  reliant  on 
electronic  memory  for  everything  from  digital  cameras  to 
$30.3  billion  (sales)  Samsung  Electronics  could  prosper  : 
mand  improves.  It  sells  for  eight  times  estimated  2001  profits 
the  company,  see  the  June  II  issue  in  the  Forbes.com  arch 


Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate  Revenue  figures  are  for  group  or  consolidated  operation  I 
excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  2000  figures  are  used  unless  noted.  Market  value  is  as  of  May  31.  2001.  E:  Estimate.  NA:  Not  available.'l| 
available.  ^Pro  forma  for  the  merger  of  Nippon  Paper  Industries  and  Daishowa  Paper  Manufacturing. 

Sources.  Bloomberg  Financial  Markets:  Exshare,  FT  Interactive  Data,  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems;  IBES  Express:  Morgan  Stanley  Capital  Intemait 
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ADD  THE  MILLIONS 
YOU  SAVE  TO  YOUR 
BOnOM  LINE. 


T 

'-  com  dc!i\ers  customer  relationship  nianagemfnl  -  online.  With  nothing 
Ml, in  a  lirowser,  you  get  an  integrated  sales,  marketing,  and  customer  support 

11  No  software  to  install,  no  waiting,  no  hidden  costs.  It's  CRM  that  works  SfllCSf  OrCGiCOIH 

II  ii  sounds  too  good  to  be  true,  don't  believe  us.  Try  it.  FREE.  Just  call  us  Point.  Click.  Close. 

iiH)  NO  SOFTWARE  or  visit  us  at  www.salesforce.com. 

I 


int. 


,11  I  L.  n  II  n  i 
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Tyco  International  •  Bermuda 


B  1  Many  investors  think  of  Tyco  Inter- 

^^^^^^^^B  m  national  as  a  U.S.  company,  but  this 

^H^^^H^K^.  M  hard-charging  conglomerate  moved 

^^^^^^^fl  '^^  headquarters  to  Bermuda  in  July 
^H^^^  ^^^H^^^H  1997.  Thus  Tyco  ranked  the 
^^S^^^^l  ^^'''^^^  International  500  rather  than 
^^^A  >HH^H  our  Forbes  500s  listing  of  America's 
biggest  companies.  Thanks  to  acquisitions,  Tyco's  revenues— now 
$28.9  billion— more  than  tripled  over  the  past  five  years.  With  its  ac- 
quisition of  ADT,  Tyco  is  now  the  largest  provider  of  electronic  security 
systems  in  North  America  and  the  U.K.  and  is  the  world's  largest  man- 
ufacturer and  installer  of  fire  and  safety  systems. 


131  RaUye/France  18,373  94  17.111  1.391 

460  (Uiidstad  Holdings/Netherlands  5,683  191  1,824  1,418 

456  ReedElsevier/UK/Netherlands  5,713  50  11,084  19,959' 

468  Reliance  Industries/India  5,566  579  6.405  8.811 

57  Renault  Group/France  37,014  995  46,640  11,189 

61  Repsol-m/SpaIn  34,249  2,238  48,525  21,752 

477  Reuters  Group/UK  5,446  807  5.464  19,634 

394  Rhodla/France  6,835  199  8,825  2,109 

191  Ricoh/Japan  13,918  482  13.682  13.662 

354  Rio  Tinto/UK/Australia  7,881  1.509  19,411  26,953'^ 

370  RMC  Group/UK  7,459  365  7,834  2,701 

144  Roche  Group/Switzerland  16,977  4,294  42,209  64,990 

309  Rolls-Reyce/UK  8,891  126  10,072  5,312 

95  Royal  &  Sun  Alliance/UK  25,089  -21  94.303  9,420 

165  Royal  Bank  of  Canada/Canada  15,452  1.497  192.557  19,661 

93  Royal  Bank  of  Scotland/UK  26.1S1E  2,631E  477,511  62,311 

2  Royal  Dutch/Shell  Group/Netherlands/UK  149,146  12,719  122.498  216,361' 

283  RoyalKPN/Netherlands  9,724  1.727  49,749  11,232 

47  RWE  Group/Germany  42,403  1.211  55,528  21,011 

379  S-Oil/South  Korea  7,191  5  4,314  1,632 

462  Sabanci  Group/Turkey  5,626  190  15,168  2,564 

221  Safeway  PIc/UK  12,057  332  6,371  5.718 

101  JSaiBsbury/UK  23,598  388  14,678  11,872 

91  Saint-Gobain/France  26,548  1,398  29,237  12,384 

40  Samsung/South  Korea  45,285  72  10,315  971 

70  Samsung  Electronics/South  Korea  30,314  5,318  18,756  25,228 

397  Sanlam/South  Africa  6,762  318  23.512  3.242 

475  Sanofi-Synthelabo/France  5,494  908  7,022  44,864 

253  Sanpaolo  IMI/ltaly  10,835  1,190  158,919  18,466 

128  Sanyo  Electric/Japan  19,519  382  23,638  12.492 

452  SAP/Germany  5,772  584  5,130  44,106 

580  SASGroup/Norway/OenmarkySweden  5,189  NA  5,173  1,760' 

375  SCA-SvenskaCellulosa/Sweden  7,330  780  8,812  5.024 

444  Scania/Sweden  5,874  336  6,140  3,827 

285  ScbUimberger/Netherlands  9,611  735  16.902  36.132 


308  Schneider  Elecrrlc/France  8.933  576 

489  Scottish  &  Southern  Energy/UK  5,318  636 

294  Scottish  Power/UK  9,391  455 

280  Seiyu/Japan  9,798  3 

336  Sekisui  Chemical/Japan  8.267  -440 

208  Sekisui  House/Japan  12.549  231 

135  Sharp/Japan  18.212  349 

470  Shikoku  Electric  Power /Japan  5,552  166 

164  Shimizu/Japan  15,490  -583 

377  Shin-Etsu  Chemical/Japan  7.306  584 

482  Shiseido/ Japan  5.385  -408 

389  ShowaOenko/Japan  6,932  26 

15  Siemens  Group/Germany  75,489  7269 

454  Singapore  Airlines/Singapore  5,720  891 

211  SK  Corp/South  Korea  12,398  128 

181  SK  Global/South  Korea  14,383  36 

402  SK  Telecom/South  Korea  6,564  860 

117  Skandia  Insurance/Sweden  21.631  308 

351  SkandinaviskaEnsklldaBk/Sweden  7,963  725 
229  Skanska/Sweden  11.790  650 

266  Snow  Brand  Milk/Japan  10.322  -479 
85  Societe  Generale  Group/France  27,566  2,486  42 

267  Sodexho  Alliance/France  10,276  83 

342  Solvay  Group/Belgium  8.166  409 
314  Somerfield/UK  8,797  -23 
491  SonaeSGPS/Portugal  5.299  236 

20  Sony/Japan  66.185  1.097 

382  SPARHandels/Germany  7,126'  -112' 

386  Standard  Bank  Investment/South  Africa  7.004  476  3 

344  Standard  Chartered  Group/UK  8.104  1.026  10 

401  State  Bank  of  India  Group/India  6.571  351  E 

358  STMicroelectronics/France  7,764  1,452  1 

224  StoraEnso/Finland  11.928  1.322  1 

66  Suez  Group/France  31.893  1,768  7 

328  Sumikin  Bussan/Japan  8,356  -6 

293  Sumitomo  Chemical/Japan  9,419  308 

11  Sumitomo/Japan  91.204  365 

196  Sumitomo  Electric/Japan  13.380  364 

430  Sumitomo  Forestry/Japan  6.174  63 

343  Sumitomo  Marine  &  rire/Japan  8.159  131 
195  Sumitomo  Metal  Inds/Japan  13,551  53 
49  Sumitomo  Mitsui  Banking^/Jaoan  4Q.256E  NA  91 

352  Sumitomo  Trust  &  Banking/Japan  7,919  371  1; 
250  Sun  Life  Financial/Canada  10.912  540 
468  Surgutneftegaz  Oil/Russia  5.570  695 
334  Suzuken/Japan  8,299  83 
178  Suzuki  Motor/Japan  14.479  183 
330  Svenska  Handelsbanken/Sweden  8,347  992 
167  Swiss  Life  Ins  &  Pension/Switzerland  15,076  547 
129  Swiss  Re  Group/Switzerland  18.683  1.756 
286  Swissair  Group/Switzerland  9,610  -1.708 


Revenue  and  net  income  are  convened  ai  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operati 
excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  2000  figures  are  used  unless  noted.  Market  value  is  as  of  May  31.  2001.  E:  Estimate.  NA:  Not  available 
available.  'Combined  market  value  for  Reed  and  Elsevier.  ^Combined  market  value  for  Rio  Tinto  Ltd.  and  Rio  Tinto  Pic.  ^Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &. 
market  value  for  SAS  Sverige,  SAS  Danmark  and  SAS  Norge.  'Pro  forma  for  merger  of  Sumitomo  Bank  and  Sakura  Bank. 

Sources:  Bloomberg  Financial  Markets:  Exshare.  FT  Interactive  Data.  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems:  IBES  Express:  Morgan  Stanley  Capital  Intern 
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331  Swisscom/Swltzerland  8445  1,872  13,482  17,914 

303  Taibeiyo  Cemant/Japan  9,063  -346  12.326  2.018 
156  Taisei/Japan  15338  76  17571  2.259 
488  Taiwan  Semiconductor /Taiwan  5,322  2,085  11.011  30,861 
251  Takashimaya/Japan  10306  76  7578  2,143 
317  Talceda  Chemical  Inds/Japan  8,718  1,329  13,986  45.150 
480  Tate  &Lyle  Group/UK  5,424  -399  4,239  1,732 
474  TDCfiroup/Denmarlt  5,512  1,124  9,304  9.085 
427  TDK/Japan  6.242  398  6,582  7,624 
330  Teijin/Japan  6,889  144  8,430  5.444 
92  Telefonica/Spain  26,244  2.308  83.416  66,855 
254  Telefonosde  Mexico/Mexico  10333  2.644  16.390  23.931 
441  Telia  Group/Sweden  5,901  1,122  12,514  15,852 

232  Telstra/Australia  11,708  2,313  18,095  41.921 
68  Tesco/UK  31,279  1,143  16,988  24,471 
353  Thales/France  7305  186  16,106  6.855 

407  Thomson  Gorp/Canada  6,514  1,251  15.699  21,597 
327  Thomson  Multimedia/France  8,378  363  6,794  10,430 
58  ThyssenKrupp  Group/Germany  35329  507  30.266  7.617 
305  TNT  Post  Group/Netherlands  9,038  485  6,942  10,649 
433  Tobu  Railway/Japan  6374  54  14,468  2,652 
450  Toda/Japan  5325  8  6,303  1,197 
163  Tohoku  Electric  Power /Japan  15,532  721  35.145  7,432 
139  Tokio  Marine  &  Fire  ins/Japan  17,600  378  65,179  16,230 
39  Tokyo  Electric  Power/Japan  47,575  1,881  116.872  34,514 
404  Tokyo  Electron/Japan  6,550  561  5.795  12.003 
279  Tokyo  Gas/Japan  9,833  250  14,361  8.301 
299  Tokyu/Japan  9,165  -273  19.836  5.908 
108  Tomen/Japan  22,769  91  12,450  738 

304  Tomkins/UK  9,041  170  6,100  2,094 
218  TonenGeneral  Sekiyu/Japan  12,139  65  8,654  5,229 

233  Toppan  Printing/Japan  11,707  133  11.077  7718 
281  Toray  Industries/Japan  9,730  153  11,727  6,292 
193  Toronto-Dominion  Bank/Canada  13,612  695  166.987  16.372 
29  Toshiba/Japan  53,848  870  45,944  18.235 
411  Tostem  Corp/Japan  6,483  91  6.200  4,128 

8  TotalFma  Elf /France  105,544  6.361  80,572  107.687 

408  ToyoSeikanKaisha/Japan  6,506  222  7580  3.332 
387  Toyoda  Automatic  Loom/Japan  6343  205  15.005  6.770 

5  Toyota  Motor/Japan  12M64  4,264  138,536  129.884 

127  Toyota  Tsusho/Japan  19,635  74  7415  1,123 

182  TransCanada  Pipelines/Canada  14,245  532  16.902  5.717 

417  Tiipras-Tiirkiye  Petrol/Turkey  6,359  389  2.405  1.821 

345  TurkiyeisBankasl/Turi<ey  8,094  254  21,113  227 

78  Tyco  International/Bermuda  28332  4,520  39,872  108,617 

37  UBS/SwItzerland  48,287  4,614  663,211  63,551 
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UFJHeldingsVJapan  ^ 
4Jnibanco  Group/Brad 
UniCredrto  ttaliano/ltaly 
Unilever /Netherlands/UK 
UNY/Japan 

UPM-Kymmene/Finland 

Usinor/France 

Vale  do  Rio  Ooce/Brazil 

Valeo /France  ^ 

Vedlor/Netherlands 

Vinci  Group/France  ^ 


Vivendi  Universal/France 
Vodafone/UK 

Volkswagen  Group/Germain 

Volvo  Group/Sweden  -whmmh 

Wal-Mart  de  Mexico/Mexico 

West  Japan  Railway /Japan  _^„^,^ 

Westcoast  Energy/Canada 

George  Weston/Canada  ^mmm 

Westpac  Banking  Group/Australia 

Wolsetey/UK   

Woolwortfts/Australia 
Yamaha  Motor /Japan 
Vamato  Transport/Japan 
Yamazaki  Baking/Japan 
Yasuda  Fire  &  Marine  Ins/Japan 
Yukos/Russia  ^^bbhb 
Zurich  Financial  Services/Switzerland 


28«488E 
5345 
14,770 
43338 
10,726 
8329 
14,495 
5,209 
8.402 
6,066 
13315 
38.508 
224,93 
78323 
144,96 
7320 
10317 
6330 
15,045 
7,724 
8364 
12385 
7389 
8,206 
6,768 
12471 
8,219 
37,431 
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307 
186 
69 
-38 

-410 
129 

3,297 

2,328 


1 

14i 
24: 

7: 

21 


22 


Vivendi  Universal  •  France 


Alcohol  and  water  didn't  mix  for  Paris-  w^Kl..^^ 
based  Vivendi  Universal.  Last  year  it  ac-  t/Q 
quired  the  Bronfman  family's  Seagram 
Co.,  but  it  quickly  divested  the  booze     -  fl^l 
business  while  holding  on  to  Seagram's  H^^M 
Universal  entertainment  operations. 
Vivendi  is  still  the  world's  largest  water  distributor,  thq 
it  sold  a  minority  stake  of  Vivendi  Environnement  to  1 
2000  Vivendi  also  grabbed  the  remaining  51%  that  it « 
own  of  French  pay-TV  company  Canal  Plus.  How  do  invi 
new  direction?  Vivendi's  shares  are  off  35%  from  their  F 
versus  a  drop  of  25%  for  Morgan  Stanley's  index  of  F 


For  additional  information  on  the  Forbes  International  500. 
please  go  to  www.forbes.com/international. 


Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  ttie  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  an 
and  duties.  For  companies  with  January  through  April  fiscal  year-ends,  2000  figures  are  used  unless  noted.  Market  value  is  as  of  May  31. 2001.  E:  Estimate.  ^Pro  forma  for  the  merger  of  Sanwa 
Toyo  Trust  &  Banking,  ^Combined  market  value  for  Unilever  NV  and  Unilever  Pic. 

Sources.  Bloomberg  Financial  Markets;  Exshare,  FT  Inreractive  Data.  Thompson  Financial/IBES  and  Worldscope  via  FactSet  Research  Systems:  IBES  Express:  Morgan  Stanley  Capital  Interr 
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NEYSTNVEST 


Stand 

Fast 


Despite  a  bear  market,  despite  a  spring  rally, 
the  best  investing  advice  comes  from  Joe 
Tex:  Hold  on  to  what  you've  got.  Start  churning 
your  portfolio  and  you'll  end  up  with  subpar 
returns,  thanks  to  taxes  and  trading  costs. 


BY  NEiL  WEINBERG  AND  MICHAEL  MAI 

NEVER  HAS  THE  MERIT  OF  BUY- 
and-hold  investing  been  less 
heeded  than  it  is  today.  Over 
the  past  decade  the  average 
holding  period  for  equities 
has  fallen  from  28  months  to  16.  Mutual 
fund  customers  stay  put  for  2.9  years, 
down  from  5.5.  For  exchange-traded 
funds,  those  index-fund  substitutes 
ideal  for  long-term  investors,  the  aver- 
age holding  time  is  2.5  days. 

There's  a  terrible  price  to  be  paid 
for  in-and-out  investing,  in  the  form  of 
income  taxes  and  transaction  costs.  The 
latter  include  not  just  your  commission 
cost  but  the  spread  between  the  price 
you  pay  to  get  a  block  of  stock  and  the 
price  you  would  realize  if  you  were  try- 
ing to  sell  at  that  particular  time.  Your 
commission  might  be  $30 — and  your 
spread  might  be  $300. 


ELLO 

Why  are  we  so  prone  to  hair-trigger 
investing?  Here  are  two  of  the  reasons: 
the  buU  market  and  overconfidence. 

In  the  kind  of  wildly  euphoric  mar- 
ket we  had  until  2000,  it  was  easy  to  for- 
get how  badly  trading  costs  and  capital 
gains  taxes  were  eating  into  returns. 
People  were  making  torrents  of  money 
anyway. 

The  same  environment  was  also 
conducive  to  the  spread  of  that  some- 
times fatal  disease,  overconfidence. 
Anyone  investing  in  tech  stocks  could 
easily  have  ascribed  his  gains  to  genius 
when,  in  fact,  they  were  no  more  than 
the  product  of  a  speculative  bubble. 

The  painful  cost  of  trading  became 
apparent  in  April  to  mutual  fund  cus- 
tomers. Last  year's  bear  market  had,  by 
December,  cost  them  $240  billion,  or 
3%  of  the  $7  trillion  they  had  invested. 


Nevertheless,  fund  investors  got  pas 
with  $345  billion  in  capital  gains  dis  m 
butions,  a  third  of  them  short-te  m 
and  taxable  at  high  ordinary-inco  i- 
rates,  figures  Wiesenberger  Thorn: 
Financial. 

We  have  no  way  of  knowing  if 
bear  market  is  over.  But  whatever  i 
store,  it's  a  good  time  to  take  ad\ 
from  the  old  Joe  Tex  song:  Hold  oi 
what  you've  got.  Trade  on  a  linii|iid. 
basis  to  capture  capital  losses  you 
put  to  use  on  your  tax  return.  Otl 
wise,  stand  pat  as  much  as  you  < 
stand  to. 

Buy-and-hold  investing  is  a  lot 
the  bumblebee,  says  John  Bo; 
founder  of  index  fund  giant  Vangu|iiiss 
Group.  Scientists  studied  the  b 
wingspan,  body  weight  and  shape, 
proved  it  could  not  fly.  Investors, 
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^Compounding  Virluos 

Trading  like  the  average  mutual 
fund  over  the  past  20  years 
would  have  halved  your  return. 

0%  turnover  rate 


85%  turnover  rate 


$8,136 


cannot  imag- 
ow  buying  and 
ing  an  S&P  500 
< — the  long- 
vehicle  of 
;e  for  hanging 
ere — can  yield 
rior  results 
)  hot  funds 
past  it  for  years 
id.  But  somehow  the  S&P  500  has 
■rformed  90%  of  actively  managed 
.  over  the  long  haul, 
o  you  think  you  can  time  the 
ct?  Don't  be  overconfident.  You 
t  succeed  in  getting  out  before  the 
:rash,  but  it's  hard  to  do  that  and 
liss  the  next  leg  up.  Not  missing 
ains  is  an  important  part  of  in- 
ig.  A  $1,000  investment  in  the 
ct  75  years  ago  would  have  grown 


to  $2.6  million  by  the 
end  of  last  year.  Strip 
away  from  the  interven- 
ing 900  months  the  best 
40,  or  4.4%,  and  the 
ending  value  falls  to 
$15,330,  according  to 
Ibbotson  Associates. 

Now  take  a  look  at 
the  impact  of  taxes.  An 
investor  who  sank  $  1 ,000 
into  a  portfolio  with  zero 
turnover  in  1981  and  re- 
ceived the  market  aver- 
age 15%  return  has 
$16,355  to  show  for  it 
today  (see  chart).  Turn 
over  85%  of  the  portfo- 
lio yearly,  as  the  typical 
mutual  fund  does,  and  a 
27%  combined  state  and 
federal  capital  gains  tax 
rate  halves  the  aftertax 
ending  value  to  $8,136. 
To  be  sure,  the  buy-and- 
holder  would  have  to  pay 
taxes  if  he  sold  right  now. 
But  a  smart  holder 
wouldn't  be  selling  now. 
He  would  hang  in  for  a 
lot  longer  than  a  decade, 
or  give  away  the  account 
to  charity  or  bequeath  it 
to  his  kids.  In  all  three 
cases  the  effective  tax  rate 
on  the  gains  would  be 
small  or  nil. 

Low  turnover  does 
not  have  to  mean  lower 
returns  or  boring  funds. 
Smith  Barney  Aggres- 
sive Growth  holds  highfliers  like  Tyco 
International,  Idee  Pharmaceuticals 
and  Amgen.  But  Richard  Freeman,  who 
has  run  the  fund  for  18  years,  began 
loading  up  on  them  before  most  in- 
vestors knew  their  names.  He  has  held 
them  through  thick  and  thin,  resulting 
in  a  1%  turnover  ratio.  His  perfor- 
mance, according  to  fund  tracker 
Morningstar,  is  in  the  top  1%  over  the 
past  ten  years. 


$16,355 


Source:  Tweedy, 
Browne 


Sitting  tight  takes  courage.  Indexing 
looks  like  settling  for  mediocrity.  It  is 
unnatural.  Confidence  is  innate.  We 
brim  with  it.  Among  drivers,  80%  rate 
themselves  above  average. 

Despite  the  humbling  lessons  of  the 
current  bear  market,  three  in  five  in- 
vestors expect  double-digit  annual  re- 
turns over  the  next  decade,  says  a  re- 
cent survey  by  the  Institute  of 
Psychology  &  Financial  Markets.  One 
in  five  expects  20%-plus  a  year.  More 
realistic,  says  Vanguard's  Bogle,  is 
8% — based  on  7%  corporate  profit 
gains  plus  1%  in  dividends. 

If  you  are  buying  individual  stocks, 
hold  on  to  winners  and  sell  losers  (to  the 
extent  you  can  use  the  tax  losses).  If  you 
are  a  fund  investor,  look  for  low 
turnover,  unless  you  are  investing 
through  a  tax-deferred  account  like  a 
401  (k).  You  can  also  try  so-called  tax- 
managed  funds,  but  be  careful.  Typically 
they  own  enough  components  of  a  stock 
index  to  approximate  its  performance 
while  not  owning  the  companies  that 
create  tax  liabilities  via  dividends.  Some 
deliver  on  the  promise.  Managers  of  the 
Eaton  Vance  Tax  Managed  Growth  and 
Dreyfus  Premiere  Tax  Managed  funds 
have  never  passed  on  a  penny  in  capital 
gains  taxes.  Others  are  a  disaster.  The 
Standish  Small  Cap  Tax  Sensitive  Fimd 
fell  19%  last  year  and  passed  on  cap 
gains  equal  to  a  staggering  60%  of  net 
assets.  Note  that  there  is  a  limit  to  how 
much  tax  managing  a  fund  can  do  if  it 
gets  a  mail  sack  full  of  redemption  or- 
ders. To  raise  cash,  it  may  have  to  sell 
some  of  its  low-cost-basis  shares. 

Then  there  are  exchange-traded 
funds,  which  trade  like  stocks  and  com- 
prise a  fixed  basket  of  equities  like  an 
index  fund.  Expenses  are  tiny.  Barclays 
Global  Investors  S&P  500  charges  just  9 
basis  points  (9  cents  a  year  per  $100  of 
assets)  versus  12  to  18  (depending  on 
size  of  account  and  holding  period)  for 
Vanguard's  S&P  500  fund.  But  if  you 
trade  ETFs  wildly  like  hot  stocks,  as  it 
seems  that  the  majority  of  holders  are 
doing,  you  defeat  the  purpose.  F 
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NTT  DoCoMo's  Mobile  Industrial  Revoluti 

Japan's  mobile  phone  market  has  grown  at  a  speed  unmatched  any\n 
else  in  the  world.  In  May  2001,  the  country's  total  number  of  subscr 
stood  at  62  million,  nearly  half  the  entire  population,  and  the  figure  is 
climbing  steadily.  Alongside  the  increase  in  mobile  phone  users 
mobile  data  communications  market  in  Japan  has  also  expanded  raf 
These  impressive  growth  rates  can  be  attributed  to  the  healthy  compel 
the  market  has  enjoyed  since  1988.  In  the  PHS  sector,  for  example,  { 
have  been  up  to  seven  companies  competing  at  any  one  time  sind 
category  was  created  in  1995.  Below,  we  take  NTT  DoCoMo,  Inc.  s 
example  of  a  Japanese  mobile  phone  company  and  analyze  the  factors 
made  it  successful. 


A  dramatic  reduction  in  cost  since 
the  iauncli  of  services 

One  of  the  reasons  for  the  sharp  growth 
in  Japan's  mobile  phone  market  has 
been  the  reduction  of  fees  and 
charges.  Both  initial  costs  and  running  costs 
have  dropped  year  on  year.  Initial  costs, 
excluding  handset  fees,  have  fallen  to  around 
1/24*1  of  those  when  mobile  phone  services 
first  became  available.  Running  costs  have 
also  fallen,  with  monthly  fees  standing  at 
around  1/5*'  and  call  charges  at  approxi- 
mately 1/4*-  starting  levels.  Furthermore,  the 
pace  of  cost  reductions  has  accelerated, 
especially  over  the  past  five  years,  with 
mobile  phone  companies  slashing  their  fees 
and  charges  every  few  months. 

New  services  create  new  demand 

The  first  mobile  phone  services  were 
based  on  analog  technology,  with 
digital  services  beginning  m  1993. 
Soon  after  the  shift  to  digital  technology, 
NTT  DoCoMo  started  pioneering  the  non- 
voice  mobile  communications  market  through 
the  development  and  introduction  of  new 
services.  Following  the  launch  in  1997  of 
DoPa,  Japan's  first  packet  communication 
service,  the  company  stepped  up  its  efforts  to 
develop  mobile  data  communication  services. 
DoPa  is  now  employed  in  a  wide  range  of 
business  applications,  including  credit  card 
payment  systems  for  taxis. 

In  the  mobile  data  communications  market  for 
individuals,  the  release  of  Pocket  Board 
marked  the  start  of  rapid  growth.  This  mobile 
e-mail  communications  terminal  proved  a  hit 
among  young  women  and  laid  the  foundations 
for  the  future.  In  Februar>'  1999,  i-mode  was 
introduced.  As  a  wireless  Internet  connection 


service,  this  rapidly  achieved  an  unpar 
level  of  success.  By  May  2001,  i-moc 
being  used  by  24  million  people,  or  som 
of  NTT  DoCoMo's  36  million  subsc 
This  monumental  success,  which  far  exi 
all  expectations,  was  made  possiq 
i-mode' s  convenience  and  ea.se  of  use,  i 
as  an  affordable  fee  system  that  charj 
volume  of  data  transmitted,  not  by  tinM 
online.  Another  factor  was  that  i-inod 
can  be  developed  using  a  subset  of  V 
the  de  facto  standard  language  for  li 
websites,  making  it  easier  for  infon 
providers  to  convert  HTML-based  hom 
to  i-mode  sites. 

Today,  NTT  DoCoMo  continues  to 
toward  increasing  mobile  phone  use  ti 
the  development  of  new  services.  M 
one  of  the  company's  latest  innov 
takes  advantage  of  the  PHS  network's  i 
data  speed  to  distribute  music  and  imi 
compatible  terminals,  and  also  lets  usei 
e-mail  with  attached  video  image  files. 

Shrinking  phone  sizes 

Based  on  the  belief  that  mobile 
terminals  would  eventually  t 
wearable,  NTT  DoCoMo  ha.s  loE 
researching  ways  to  reduce  their  sii 
weight.  One  milestone  was  a  terminal  n 
in  1991  that  was  the  smallest  and  ligf 
the  world  at  the  time.  Today,  weigh( 
shrunk  from  the  900g  of  early  mode| 
mere  57g.  while  dimensions  are  downl 
58cc.  There  have  also  been 
improvements  in  performance.  1 
standby  times,  for  example,  have  in) 
over  80-fold,  from  just  6  hours  to  5O0 
Continuous  call  times  have  mon 
doubled,  from  60  minutes  to  145  minut 


For  a  borderless  world 


i 


mg  applications 

t  first,  businesses  only  used  mobile 
phones  when  absolutely  necessary. 
LHowever.  the  introduction  of  digital 
ss,  such  as  DoPa  and  i-mode,  has 
;d  the  situation.  Today,  businesses  use 
:  phones  not  only  for  voice  and  e-mail 
unications,  but  also  as  part  of  corporate 
is  handling  such  tasks  as  inventory 
1  and  schedule  management.  Mobile 
s  are  also  now  used  for  commerce, 
ng  users  to  reserve  airplane  tickets  and 
bank  transfers.  There  are  even  vending 
nes  and  car  navigation  devices  that  use 
obile  phone  network  as  part  of  their 
IS.  Furthermore,  digital  mobile  phone 
;s  are  finding  applications  in  the  fields 
:dicine,  which  includes  nursing  and 
;  medicine.  Mobile  phones  have  also 
to  play  a  part  in  the  monitoring  of 
I  disasters,  such  as  volcanic  eruptions, 
jakes  and  landslides. 

lobile  phone  services 

I ay  2001  marked  a  milestone  in  the 
development  of  mobile  communi- 
cations. That's  when  NTT  DoCoMo 


unveiled  its  third-generation  service  in  Japan. 
Known  as  FOMA*  introductory  phase  and 
empowered  by  IMT-2000-compliant  W-CDMA 
(Wideband  Code  Division  Multiple  Access), 
this  new  service  brought  the  power  of  3G  to 
individual  and  corporate  users  meeting 
necessary  criteria  in  the  Tokyo  area  by 
providing  them  with  4,500  terminals.  This 
service  has  been  exceptionally  well  received 
and  attracted  more  tiian  147,000  applications, 
a  number  that  illustrated  the  high  expectations 
people  hold  for  NTT  DoCoMo  and  its  FOMA 
service.  This  tremendous  response  also 
prompted  NTT  DoCoMo  to  distribute  500 
more  tenninals  than  its  original  target  of  4,000. 
NTT  DoCoMo  will  use  the  introductory  phase 
to  assess  the  perfonnance  of  its  30  system, 
which  presendy  employs  200  base  stations  and 
other  advanced  facilities,  and  consider 
customer  feedback  prior  to  service  expansion 
in  October.  TTie  FOMA  service  has  the  power 
to  support  high-speed  data  communications 
and  will  serve  as  a  platfomi  for  new  forms  of 
e-commerce,  including  music  and  video  dis- 
tribution services.  It  will  enhance  the  efficiency 
of  corporate  systems  through  applications  for 
customer  resource  management  and  sales,  and 


will  even  have  implications  for  medical, 
emergency  and  other  social  service  systems. 
FOMA  is  also  based  upon  a  world  standard;  it 
has  the  potential  to  realize  a  borderless 
broadband  environment,  and  the  power  to 
change  the  face  of  mobile  communications. 

Creating  borderless  communications 

In  the  future  envisioned  by  NTT  DoCoMo, 
all  areas  of  life,  whether  business  or 
pleasure,  will  be  positively  impacted  by 
the  power  of  borderless  global  communica- 
tions, live-action  video  on  mobile  terminals, 
and  even  mobile  control  of  home  and  office 
appliances.  By  steadfastly  challenging  the 
mobile  frontier  in  a  manner  that  people 
everywhere  can  embrace,  NTT  DoCoMo  is 
working  towards  a  brighter  future  for 
everyone  —  and  has  only  just  begun. 


January     M.slage  music  service  begins. 
February   i-aPPLI*  *  service  begins. 
2001  May        FOW?A  -  introductory  phase  begins. 


February   i. mode  service  begins  1999  ^; 

August      i-mode  subscribers  pass  1  million- 


March        Satellite  packet  communications  service  begins. 

i-mode  subscribers  pass  S  million. 
April         Changes  official  corporate  name  to  NTT  DoCoMo,  Inc. 
August       i-mode  subscribers  pass  10  million 
November  i-mode  subscribers  pass  IS  million 

FOMA  announced  as  name  of  W-CDMA-based  neKt-generation  mobile 

phone  service 
December  M-stage  visual  service  begins. 


February  Mobile  phone  subscribers  pass  10  million  (NTT  DoCoMo  group).   1 997  ^ 

March  DoPa  packet  communications  service  begins. 

April  International  roaming  service  begins. 

June  Short  Mail  service  begins. 

August  DoPa  Internet  service  begins. 


1998 

March  NTT  DoCoMo  R&D  Center  completed. 

August  Mobile  phone  subscribers  pass  20  million  (NTT  DoCoMo  group). 

September  International  phone  service  begins, 

October  Stock  listed  on  Tokyo  Stock  Exchange  1st  Section- 


April  High-speed  9.600bps  digital  data 

communications  service  begins 
iuly    PHS  service  begins. 


199S# 


1 996  March     Satellite  mobile  phone  service  begins. 

June       Mobile  phone  subscribers  pass  6  million 

(NTT  DoCoMo  group) 
October  Succeeds  in  W-CDMA  transmission  test 

at  384kbpS'2Mbps. 


^  1993  February    Mobile  phone  subscribers  pass  1  mtllio 
March       Digital  mobile  phone  service  begins. 


July  NTT  Mobile  Communications 
Network.  Inc.  begins  operatio 


December  Mobile  phone 
subscribers 
pass  500,000 
(NTT  group). 


1992  0 

•  1991  April 


Ultra-small  mobile  phone  "mova' 


A  1989  September   Mobile  phone  subscribers  pass 
300,000  (NH  group). 

Kmber  New  common    1988  0 
carriers  start 
entering  market. 

0  1987  April    Mobile  phone  service  begins  (NTT) 

May     Mobile  phone  subscribers  pass  100,000  (NTT  group). 


*FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the  name  used  in 
Japan  for  NTT  DoCoMo  W-CDMA  services 
**i-aPPLI  is  the  name  used  In  Japan  for  NTT  DoCoMo's  Java-based 
i-mode  service. 

•1  Compares  initial  costs  and  monthly  fees  in  April  1987  with  those  in  June  2001 
(the  1987  contract  deposit  was  not  included  when  making  the  comparison). 

*2  Call  charges  in  June  2001  (plan  A  contract)  compared  with  charges  in  April  1987 
using  an  800  MH;  mobile  phone,  calling  to  an  ordinary  phone  within  the  DoCoMo 
service  area  on  a  weekday  daytime. 


MTT  DoCoMo,  Inc. 


www.nttdocomo.com 


Death,  Taxes  and  Dice  Rolling 

Everything  about  your  estate  is  up  in  the  air— so  make  your  plan  more  flexible. 


BY  JANET  NOVACK 

YOUR  ESTATE  PLAN  IS  OUT  OF 
date.  What  are  you  going  to  do 
about  it?  Congress  and  Presi- 
dent Bush  created  this  problem 
for  you,  all  the  while  pretending  to  do 
you  great  good.  The  tax  cut  eUminates 
the  federal  estate  tax  in  tortured  stages 
over  the  next  nine  years.  The  tax  goes  to 
zero  in  2010.  The  next  year  it  snaps 
back  to  today's  fairly  steep  rates. 

If  you  have  idle  time,  and  money  on 
your  hands,  you  could  make  annual 
visits  to  your  estate  lawyer  to  keep  up 
with  this  moving  target.  You  would  take 
advantage  of  the  estate  tax  exemption 


that  is  $675,000  this  year  but  jumps  to 
$1  million  next  year  and  eventually  to 
$3.5  million  in  2009.  (This  is  for 
amounts  going  to  your  children  or 
grandchildren.  Bequests  to  a  spouse  are 
already  tax  free  and  v^dll  remain  so,  even 
after  2010.) 

If  you  don't  have  time  and  money 
to  burn,  we  recommend  a  different 
course  of  action:  Sign  a  will  that  is  flex- 
ible enough  to  handle  a  certain  amount 
of  uncertainty  in  the  exemption,  in 
your  future  wealth  and  in  your  year  of 
death.  You  might  get  by  with  a  single 
big  estate  plan  revision  to  cover  yourself 
for  the  next  ten  vears — or  until  Con- 


gress revamps  the  law,  if  that's  sooi 
"The  most  common  error  I  st 
wills  is  a  lack  of  flexibility,"  says  e 
lawyer  Bruce  Steiner  of  New  Yc 
Kleinberg  Kaplan  Wolff  &  Cohen. 

Much  estate  plan  complexity  h^ 
•  do  with  efforts  to  preserve  the  be 
of  the  exemptions  for  both  you 
your  spouse.  If  you  both  die  this 
for  example,  you  can,  between 
send  $1.35  million  to  succeeding  ge 
ations  free  of  federal  tax.  You  c< 
write  a  will  leaving  $675,000  to  the 
and  the  balance  to  your  wife  or 
band;  she/he  could  do  the  same, 
emptions  would  not  go  to  waste. 
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imagine     ~  * 

capturing 

the  power  of  all  your  networks 

in  one  Net. 

The  Net,  with  all  its  complexities  and  potential,  has  companies  struggling  to  change.  Struggling  to  make  intranets,  extranets,  the 
Internet  and  multiple  software  platforms  work  together  Well  now,  with  Net  services  software  from  Novell,  they  can  all  perform  as 
one  Net.  So  employees,  partners,  suppliers  and  customers  will  have  the  freedom  to  connect — securely  and  reliably.  And  companies 
will  have  the  power  to  change  their  eBusiness  as  fast  as  the  Net  economy.  Learn  how  to  capture  the  power  of  one  Net  at  www.noveU.com 

Novell 

the  power  to  chaNge 


©  Copyright  2001  Novell.  Inc.  All  nghts  reserved.  Novell  is  a  registered  trademark  and  the  power  to  change  is  a  trademark  of  Novell.  Inc..  in  the  United  States  and  other  countries. 
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No  problem  here  if  you  both  have 
more  Hquid  assets  than  you  will  ever 
need  to  live  on.  But  most  couples  aren't 
in  this  situation.  They  need  to  get 
clever  in  order  to  provide  adequately 
for  the  survivor  without  wasting  either 
spouse's  exemption. 

Typical  solution:  You  leave  the  first 
$675,000  of  your  assets  in  a  "bypass"  or 
"credit  shelter"  trust,  and  the  balance 
outright  to  your  spouse.  The  trust  can 
pay  income — and,  if  it's  needed,  prin- 
cipal— to  the  surviving  spouse  during 
his  or  her  lifetime;  at  the  death  of  the 
second  spouse  the  principal  goes  estate 
tax  free  to  the  children.  Your  spouse 
writes  a  very  similar  will. 

What  goes  wrong  here?  If  the  will 
spells  out  the  dollar  amount  going  to  the 
bypass  trust,  it  will  probably  be  too  lit- 
tle. If  the  will,  in  contrast,  says  that  the 
trust  is  funded  up  to  the  amount  of 
whatever  federal  estate  exemption  is  in 
effect  on  the  date  of  your  death,  it  could 
get  too  much.  For  instance,  what  if  Dad 
dies  in  2004  with  $2  million  in  assets, 
including  a  $500,000  individual  retire- 
ment account?  Mom  won't  be  happy  if 
$1.5  million — the  2004  exemption 
amount — goes  into  a  bypass  trust  that 
requires  her,  as  some  do,  to  beg  a  trustee 
for  any  distributions.  The  IRA  likely 
would  go  straight  to  her.  She  could 
spend  that  money  freely,  but  this  course 
could  leave  the  family  worse  off  than  if 
she  left  the  IRA  untouched  but  had  eas- 
ier access  to  the  other  $1.5  million.  Tap- 
ping an  IRA  means  sacrificing  decades 
of  potential  income  tax  deferral. 

Now  let's  look  at  some  options  that 
will  let  your  plan  adjust  to  uncertainty: 

•  Loosen  up  the  trust's  terms.  You 
don't  want  Mom  begging  an  indepen- 
dent trustee  for  distributions.  You  can- 
not, however,  give  your  spouse  carte 
blanche,  or  the  trust  assets  will  be 
counted  as  part  of  her/his  estate  and 
your  estate  exemption  will  go  to  waste. 
But  you  can  give  her/him  a  lot  of  con- 
trol, says  Natalie  Choate,  an  estate 
lawyer  with  Bingham  Dana  in  Boston. 

For  example,  Choate  says,  you  can 
make  Mom  the  trustee,  allowing  her  to 
decide  how  the  money  is  invested.  You 
can  also  give  her  the  right  to  take  (with- 


out another  trustee's  permission)  up  to 
5%  of  the  trust  annually  and  any  prin- 
cipal she  needs  for  her  health,  educa- 
tion and  support.  So  Mom  can  use  the 
5%  for  a  luxury  cruise,  then  tap  the 
principal  for  condo  maintenance. 

Also,  you  can  grant  Mom  a  "limited 
power  of  appointment,"  allowing  her 
to  decide  how  much  each  child  gets 
from  Dad's  bypass  trust  after  she  dies 
and  whether  the  kids  get  their  shares 
outright  or  in  trusts.  That  gives  her  a 
free  hand  to  help  out  a  grown  child 
with  creditor  or  marital  problems.  Or  if 
the  kid  is  well  off',  it  will  let  her  shunt 
his  share  into  a  "generation-skipping 
trust"  for  his  own  offspring. 

Moreover,  you  may  want  to  appoint 


an  independent  co-trustee  in  additi(  Ik 
to  Mom.  This  person  would  have  t 
power  to  go  beyond  Mom's  trustee  n  iff 
in  milking  the  bypass,  such  as  distribi 
ing  additional  trust  assets  to  Mom 
doling  out  large  lumps  of  cash  to  til 
kids  early.  This  independent  trust 
shouldn't  be  a  beneficiary  of  the  tn 
but  can  be  Mom's  lawyer  or  sist  m; 
Mom  (or  Mom  and  the  kids  togetha 
can  even  be  allowed  to  replace  I 
trustee,  but  if  they  do,  the  new  one  th 
pick  better  be  truly  independent,  i 
not  a  relative.  The  independent  trust 
could  even  be  empowered  to  distribL 
the  assets  to  Mom  if  the  estate  taxllul 
dead  and  looks  to  stay  that  way. 
"In  the  old  days  an  irrevocable  trii 


1! 


Estate  Tax  Fraud 


I 


Here's  a  part  of  the  tax  relief  law  that  Congress  isn't  bragging  about:  The  1 
effective  federal  estate  tax  rate  might  be  going  up,  not  down,  depending  b 
what  state  you  live  in.  It  peaks  at  47%  in  2005,  up  from  39%  now.  "Thj 
not  relief,"  huffs  Jonathan  Rikoon,  an  estate  lawyer  with  Debevoise  &  Plimptorf 
New  York.  "It  sounds  like  tax  fraud." 

Confused?  Congress  hid  the  increase  in  the  federal  rate  by  pulling  a  fast  a 
on  the  states.  Currently,  the  maximum  rate  is  55%.  Of  that,  the  federal  governmej 
keeps  just  39%  and  the  states  get  16%.  (That's  on  estates  above  $10  million; 
smaller  estates,  the  state  share  is  lower.) 

What  is  billed  as  a  cut  in  federal  estate  tax  rates  is,  in  fact,  a  lot  more  comp 
cated.  The  nominal  rates  posted  on  the  federal  return  are  going  down,  but  Cc 
gress  is  ceding  less  of  the  revenue  to  the  states  by  reducing  the  credit  that  1 
executor  can  claim  for  state  taxes  paid.  So  the  net  federal  take  out  of  a  giv 
estate  is  going  up.  States  vary  on  how  they  set  death  taxes,  but  most  limit  th 
take  to  whatever  is  allowed  as  a  credit  by  the  federal  government.  As  a  result  the 
states,  including  Florida  and  Texas,  will  automatically  lose  billions  of  estate  1 
revenues,  unless  their  legislatures  act  to  change  their  laws.  In  these  states  mt 
estates  will  pay  lower  overall  tax  rates. 

In  at  least  a  dozen  states,  however,  the  reverse  is  true:  The  states  keep  thi 
revenue  because  they  have  independent  death  taxes  not  tied  to  the  amount  ced 
under  federal  law.  You  don't  want  to  die  in  one  of  these  states.  Here,  the  net  effi 
of  the  federal  tax  "cut"  will  be  to  raise  the  combined  tax  burden  in  some  years 
New  York,  Virginia,  and  Washington,  D.C.,  where  the  maximum  state  rate  is  froz 
at  16%,  the  top  combined  federal  and  state  estate  tax  burden  will  reach  60% 
2004,  up  from  55%  today. 

There's  another  trap:  While  the  federal  estate  tax  exemption  is  rising  graduc 
from  $675,000  this  year  to  $3.5  million  in  2009,  not  all  state  exemptions  au 
matically  rise  with  the  federal  number.  New  York's  exemption,  for  example, 
frozen  at  $1  million.  Some  states  have  even  lower  limits  on  what  you  can  leave 
anyone  but  your  spouse.  That  means  that  if  you  have  a  cookie-cutter  plan  tl 
automatically  funds  a  bypass  trust  for  the  full  federal  exemption  at  the  deatN 
the  first  spouse,  you  could  incur  unnecessary  state  taxes.  Solution:  Lobby  yo 
state  pols— or  be  really  flexible  and  move.  —Ashlea  Ebeh 
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ly  was  irrevocable.  Now  more  'irrev- 
ble'  trusts  aren't  etched  in  stone," 
erves  Gideon  Rothschild,  a  trust 
yer  at  New  York's  Moses  &  Singer. 
jWarning:  The  flexible  bypass  works 
I  if  there's  no  potential  for  conflict 
Iween  Mom  and  other  beneficia- 
; — like  Dad's  kids  from  another 
rriage.  Otherwise,  the  size  of  the  by- 
^  and  Mom's  powers  over 
lould  probably  be  limited. 
•  Use  a  Q-Tip  trust.  This 
iant — a    qualified  ter- 
lable  interest  property 
it,  or  Q-Tip — has  tradi- 
lally  been  used  when  Dad 
n't  want  to  give  Mom 
ney  outright,  fearing  she'd  misman- 
it,  leave  it  to  a  new  husband  or  stiff 
first  marriage's  kids. 
With  the  Q-Tip,  which  also  sets  up 
m's  and  Dad's  separate  exemptions, 
beauty  is  that  the  executor  of  Dad's 
te  has  15  months  (assuming  he  files 
extensions)  after  Dad's  death  to 
I  (>\'er  how  best  to  divide  the  Q-Tip 


assets  into  two  piles:  those  that  eventu- 
ally pass  to  the  kids  under  Dad's  estate 
exemption  and  those  that  wUl  be  part 
of  Mom's  estate.  The  15-month  win- 
dow might  save  your  heirs  a  bundle. 
The  tax  law  could  change,  or  Mom 
could  die,  or  the  assets  could  explode  in 
value  (for  tax  purposes,  they're  usually 
valued  as  of  Dad's  death). 


WITH  A  Q-TIP,  DECISIONS  CAN  BE 
MADE  WITH  HINDSIGHT  AND  YOUR 
HEIRS  MIGHT  SAVE  A  BUNDLE. 


Why  not  use  just  a  Q-Tip  and  skip  a 
bypass?  If  Mom  wants  the  kids  to  get  a 
big  chunk  of  money  while  she's  alive — 
say,  to  start  a  business — it  will  count  as 
a  gift  from  her,  for  estate  purposes,  if 
it's  coming  out  of  the  Q-Tip.  And  a  Q- 
Tip  has  to  send  all  its  income  to  Mom 
each  year,  even  if  she  doesn't  need  it. 

Debate  with  your  estate  lawyer  the 


pros  and  cons  of  bypass  trusts  versus  Q- 
Tips.  Also  consider  a  new  option:  the 
Clayton  Q-Tip,  named  after  a  court  de- 
cision allowing  the  technique.  In  this 
arrangement  tlie  assets,  which  are  picked 
at  the  end  of  15  months  to  fund  Dad's 
exemption,  can  be  funneled  into  a  by- 
pass trust,  instead  of  being  left  in  the  Q- 
Tip.  Pasadena,  Calif  estate  lawyer  Steven 
Trytten  now  recommends  this 
for  many  clients  seeking  flexi- 
bility. 

•Use  disclaimers.  You  can 

set  up  a  bypass  trust  and  be- 
queath nothing  to  it.  Then 
your  spouse  has  the  option  of 
disclaiming — that  is,  re- 
nouncing— some  of  her/his  bequest  so 
that  the  trust  is  funded  and  your  ex- 
emption preserved.  If  it's  clear  that 
Mom's  own  estate  won't  be  taxable 
later,  she  can  leave  the  trust  empty.  You 
must  have  faith  in  the  spouse — and  the 
lawyer  who's  going  to  handle  your  es- 
tate. Planned  disclaimers  can  easily 
blow  up,  Trytten  warns.  F 
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THE  STOCK  PRICES  OF  ORACLE  AND  SMALLER  SOFTWARE  RIVAL  SIEBEL  SYS- 
tems  fairly  closely  track  each  other  (see  chart).  When  Oracle  announced  it 
had  beaten  analysts'  (much-reduced)  earnings  expectations  in  mid-June, 
the  number  two  software  maker's  stock  surged  13%  in  a  day.  Siebel  (NASD: 
SEBL)  tagged  along  with  a  9%  increase,  meaning  investors  are  hungry  for 
any  glad  tech  tidings. 

Still,  there's  one  important  difference:  Siebel  is  much  more  richly  priced 
than  Oracle,  94  times  trailing  earnings  versus  43.  And  Siebel,  which  special- 
izes in  Internet-related  software  to  corporate  clients,  expects  a  sales  slow- 
down. So  that  gap  can't  continue,  says  Martin  Weiner  of  the  Comstock 
Capital  Value  Fund. 

A  year  ago  we  gave  Weiner's  bearish  fund  our  booby  prize  (FORBES,  Aug. 
21,  2000)  for  poor  performance,  but  this  year  it's  up  12%  on  the  strength  of  its 
short  positions  in  technology  stocks.  Listen  to  him  now.  Short  Siebel,  currently 
trading  at  $47  per  share,  and  cover  at  $20.  — Michael  Maiello 


Wayne's  World 

AUTONATION  IS  NO  LONGER  HUI- 
zenga's  FoUy.  Wayne  Huizenga's  once- 
troubled  auto  retailing  chain  is  in  fine 
fettle  heading  into  the  economic 
downturn.  That's  a  good  thing,  with 
auto  sales  off  generally. 

A  big  strength:  The  nation's 
largest  auto  retailer  isn't  dependent 
on  peddling  new  cars.  Only  a  fraction 
of  375-outlet  AutoNation's  (NYSE: 
an)  profits  come  from  new-car 
sales — and  used  cars  don't  suffer 
as  much  in  hard  times,  when  people 
are  more  bargain-minded.  Besides, 
the  gross  profit  margin  on  new  cars 
(8%,  at  best)  pales  in  comparison 
with  those  on  service  and  parts  (60%) 
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and  used  cars  (11%). 

Analyst  Nicholas  Lobaccaro  of 
Lehman  Brothers  credits  Chief  Execu- 
tive Michael  Jackson  and  Huizenga, 
who  built  a  waste-management  (and 
then  a  video)  empire,  for  taking  the 
right  steps  to  get  AutoNation  in  shape. 
Example:  They  divested  its  money- 
losing  rental  car  unit.  At  SI 2,  the  stock 
trades  for  a  cheap  12  times  trailing 
earnings. 

— Matthew  Swibel 


Bank  on  It 


IX  an  ER.\  OF  BANK  CONSOLIDATION 
some  do  it  poorly  (First  Union's  buy- 
out of  CoreStates)  and  some  well. 
Count  Milwaukee-based  Firstar  in  the 


latter  category.  Its  recent  acquisition 
Minneapolis'  U.S.  Bancorp  for  $2 
billion  makes  this  the  nation's  six: 
largest  banking  company.  The  new 
tity,  which  adopts  the  U.S.  Bancc 
(NYSE:  USB)  name,  will  be  a  formida 
player,  says  Putnam  Lovell  analyst  ]< 
nifer  Thompson. 

Firstar  has  been  a  strong  midwe 
em  power,  with  a  double-digit  earni: 
grovrth  rate.  The  acquisition  gives 
strong  presence  in  the  higher-grov 
Pacific  Northwest.  Better,  the 
moves  the  company  beyond  its  re 
banking  focus  into  the  more  1 
realms  of  stock  brokerage  (by  adc 
USB's  Piper  Jaffray)  and  credit-c 
processing. 

Changing  hands  at  $22,  USB  has  a 
of  19 — which  is  comparable  with  tha 
other  superregionals  Uke  Wells  Fargc 
— Monte  Bu 

Measuring  Up 

METTLER  TOLEDO  INTERNATIO> 
measures  everything  from  100-ton 
gos  to  microscopic  oxygen  partic 
The  company  has  top  market  shan 
80%  of  its  product  categories,  incluc 
measurement  devices  for  retail,  inc 
trial  and  laboratory  uses. 

Lately  Mettler  (NYSE:  MTD)  is  c 
centrated  on  the  fast-growing,  hi 
margin  lab  business,  which  should  h 
it  tally  18%  earnings  gains  in  eacl 
the  next  three  years.  So  says  ana 
James  S.  Patricelli  of  Deutsche  B 
Alex.  Brown,  who  Hkes  the  Swiss-ba 
company's  solid  gross  margins — 45. 
last  year.  That  performance  should  c 
improve  as  it  moves  some  product 
to  low-cost  China. 

Trading  at  $43,  or  24  times  trai 
earnings,  Mettler  is  cheaper  than  r 
Thermo  Electron.  PatriceUi  also  sa^ 
is  very  devoted  to  developing  i 
products. 

— Eileen  Glar 


Forbes 


To  check  on  Streetwalker's  performance,  visit  ou 
Web  site  at  www.forbes.com/streefwalker. 


At  Fannie  Mae,  it  has  been  our  mission  for  over  30  years  to  break  down  as  many  barriers 
to  homeownership  as  possible.  Along  the  way  we've  realized  that  there  are  certain 
rights  that  are  necessary  in  a  family's  pursuit  of  the  American  Dream. 

The  right  to  have  access  to  mortgage  credit. 

The  right  to  the  lowest-cost  mortgage  for  which  a  consumer  can  qualify. 

The  right  to  know  the  true  cost  of  a  mortgage. 

The  right  to  be  free  of  regulatory  burden. 

The  right  to  know  what's  behind  a  lender's  mortgage  decision. 

Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  is  the  foundation  to  making  sure 
that  all  people  are  treated  equally  in  the  home-buying  process.  And  in  the  end, 
given  the  same  opportunity  to  not  only  dream  the  American  Dream,  but  to  live  it  as  well. 

o  learn  more  about  Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  visit  www.fanniemae.com/consumerrights. 


^  FannieMae 

3nniemae.e0m 


t  Fannie  Mae,  we  support  the  Mortgage  Consumer  bhi  of  Rights. 

So  the  memories  that  begin  with  the  Campbells'  first  home 
L         will  be  those  of  honesty,  opportunity,  and  fairness. 


MARKETSand  FORECASTS 

THE  OVERALL  MARKET  


2-week  performance 
as  of  6/29/01 

BarraAII-U.S.Iniex^ 

1.5% 

S&P  Barra  Growth  Index' 

1.0 

S&P  Barra  Value  index' 

0.7 

Dow  Jones  industrials 

-1.1 

S&P  500 

0.8 

EAFE* 

-1.1 

Forbes  Internet  Index 

6.8 

Forbes  40  Index  (total  return) 

13.8 

■  Barra  AII-U.S.  Index  of  10,000  stoclts 
■200-day  moving  average 

Market  value:  $14.5  trillion 


Sources:  Barra  Inc.:  Bloomberg  Fmancial  Markets. 
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'The  Barra  AII-U.S.  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets  ADP 
REITs  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  larg 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ''A  dollar-denominated,  capitalization-weighted  index  of  foreign  stock 
Source:  Morgan  Stanley  Capital  International. 


IIDGE  CONSENSUS  ECONOIWIC  FORECAST 


THE  U.S.  ECONOMY 


Automobile  sales^  (mil) 


Capacity  utilization  (%) 


New  housing  starts'  (thou) 


Retail  sales'  ($bil) 


Trade  balance*  ($bil) 


Unemployment  rate°  (%) 


Gross  domestic  product  (%  chg) 


INFLATION 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbI  W  Texas  Intermediate  ($) 


Currency 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


INTEREST  RATES 


30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


ACTUAL 


2000 


LATEST 


17.8 


17.3*  may 


80.6 


774  p  may 


1,569       1,564  *p  may 


2,450       2,714' p  may 


-376  r      -386*  p  apr 


4.0 


4.4  may 


5.0 


1.2^  rlQ 


3.9 


4.5*  may 


3.4 


3.6*  may 


223.99  233.78 


272.00  270.60 


26.83 


26.23 


2.08 


2.30 


114 


125 


0.94 


0.85 


5.46 


5.76 


5.90 


3.66 


2001  ESTIMATE 


MEAN 


6-WK  CHG 


18.4 


0.4% 


79.1 


-0.5 


1,566 


0.2 


2,400 


-0.2 


-402 


-2.2 


4.6 


1.5 


2.0 


-3.8 


3.7 


6.0 


3.0 


1.7 


218.30 


-0.8 


271.17 


-0.3 


25.50 


-2.5 


2.18 


2.8 


126 


1.6 


0.89 


-4.3 


5.53 


1.1 


3.86 


-8.3 


'12  months,  r:  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward  s  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


FEDERAL  FUNDS  Watch  rate  increase 

Current  rate:  3.75%  ^i^Blik 
Next  FOMC  meeting:  August  21  Unlil^yUkely 

FORBES  INDEX  CHANGE  IN  ESTIMATES  FOR  HOUSING  STARTS 

Current:  314.3 
2-wk  change 


RATE  DECREASE 


Unlikely  Likely 


1.560 


1,540 


2001  estimated  housing  starts 
(thousands  of  units) 


April 


May 


June 


Economists  remain 
optimistic  about 
the  housing  sector. 
Since  April  2001 
estimates  for  new 
starts  are  up  2.1%. 


ECONOMY  WATCH 


With  Taiwanese  companies  accouni 
ing  for  nearly  30%  of  the  world's  e> 
penditures  on  chipmaking  machine; 
the  9%  drop  since  May  2000  in  Ta 
wan's  currency  versus  the  dollar  i 
hurting  American  companies.  Th 
three-month  average  book-to-bill  rati 
for  U.S.  semiconductor  equipmer 
firms  is  0.46,  off  64%  from  a  year  age 

Closeup:  Book-to-bill  ratio  


Year-over-year  percent  change 


■92   '93    '94    '95    '96    97    98    99    00  01 
Data  as  of  May  31.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


FORECASTING  GLOBAL  MARKET 


YEAR 


EPS  CHANGE  EXPECia 
ESTIMATED       VERSUS  YEAR-TO-YE 
P/E       3  MONTHS  AGO  EPSGRO'^IT 


S&P  500 


2001 


24 


-6.6% 


-6% 


2002 


20 


-5.6 


19 


MSCI  World-ex  U.S. 


2001 


21 


-6.1 


2002 


18 


-4.3 


16 


IBES  ESTIMATES:  RATIO  OF  INCREASES/DECREASE 


2001 


2002 


S&P  500 


0.30 


0.22 


MSCI  World-ex  U.S. 


0.60 


0.84 


Source:  Thomson  Financial/IBES. 


Forbes 


See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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Our  course  consultants  are  available 
to  answer  any  questions.  Please  call  us: 

215.898.1776  or  800.255.3932  ext.  2751  phone 
215.898.2064  fax  (attn.  2751) 
execed@wharton.upenn.eclu  e-mail  (subject  2751) 
wh-execed.wharton.upenn.eclu/2751.cfm  web 
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http://knowledge.wharton.upenn.edu 
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Portfolio  Strategy  By  KermetlLl 

The  Lone  Ranger 


T 


I  HIS  ISSUE,  WHICH  CARRIES  FORBES'  INTER- 
national  500s  listing  of  the  top  foreign  companies, 
couldn't  come  at  a  better  time.  It  reminds  inward- 
looking  American  investors  that  they  can  benefit 
by  checking  out  what's  happening  overseas.  Yes, 
events  beyond  our  borders  affect  the  U.S.  market. 

Even  in  the  19th  century  markets  were  more  connected 
than  is  now  commonly  thought.  All  the  big  downturns  were 
global,  and  still  are.  Consider  1929.  In  my  second  book  (  Tlw 
Wall  Street  Waltz,  Pacific,  1987) 
I  detailed  how  Americans 
could  have  foreseen  the  crash 
simply  by  noticing  that  all 
major  foreign  markets  had  al- 
ready turned  sour,  and  that 
this  had  been  going  on  for 
months.  Ours  was  the  last 
stock  market  to  fall. 

Amazingly,  to  this  day 
most  U.S.  history  books  por- 
tray the  1929  market  crash  as  if  it  were  a  U.S.-only  event. 
Looking  overseas  warns  you  when  America  is  out  of  step — 
a  condition  that  will  not  last. 

As  the  U.S.  stock  market  rallied  in  April,  pundits  cheered 
the  emergence  of  a  new  bull,  ushered  in  by  the  Federal  Re- 
serve's interest  rate  cuts.  Suddenly  market  wisdom  could  be 
simplified  to:  "The  Fed  is  all  that  matters."  Six  rate  cuts  have 
fueled  investors'  enthusiasm.  They  have  also  blinded  them 
to  the  reality  that  the  rally  is  temporary. 

I  doubt  if  1%  of  American  investors  ever  examine  charts 
of  more  than  two  foreign  markets.  It's  time  they  broadened 
their  vision  a  little.  Lately  the  charts  aren't  pretty.  Except  for 
Australia,  the  big  markets  around  the  globe  are  sick.  Sure, 
these  markets  had  their  own  rallies,  too,  for  a  while  this 
spring.  But  starting  in  late  April  they  stagnated,  staggered 
sideways,  then  headed  south. 

Foreign  bourses  are  in  a  far  deeper  hole  than  the  U.S.': 
Morgan  Stanley's  Europe,  Australasia,  Far  East  index,  known 
as  EAfE,  is  down  16%  year  to  date  (this  dollar-denominated 
index  in  part  reflects  the  weakness  of  foreign  currencies). 
The  S&P  500  is  off  only  8%. 

Even  if  you  believe  interest  rate  cuts  are  the  only  things 
that  matter,  you  must  fathom  that  the  Fed  is  not  the  world's 
only  central  bank.  But  it  is  alone  in  easing  rates.  Historically 
most  Fed  cuts  were  in  conjunction  with  other  central  bank 
cuts.  Alan  Greenspan  is  a  Lone  Ranger  with  no  Tonto. 

The  Bank  of  Japan  couldn't  cut  rates  if  it  had  to. 
Japanese  rates  have  been  effectively  zero  for  some  time, 
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How  bad  will 

things  will  be  for 

the  U.S.  market? 

Look  at  the  sick 

foreign  bourses. 

and  Japan's  economy  still  deteriorates.  The  European  C 
tral  Bank  eased  once  by  one-fourth  of  a  point  to  pie 
Greenspan,  then  promptly  announced  this  move  was  a  n 
take  it  wouldn't  repeat.  Note  that  the  Eurobank  does 
have  the  Fed's  dual  charge  of  economic  growth  and  p 
stability.  Now  that  inflation  is  heating  up  on  the  Contin- 
the  Eurobank  has  no  incentive  to  reduce  rates.  The  Banl 
England  can't  cut  rates  much  when  sterling  is  weak  rela 
to  the  dollar.  For  a  long  time  the  pound  was  worth  $1 

but  now  that's  down  to  $1 
You  can  see  the  U.S.  re 
sion,  which  is  stiU  in  an  e. 
stage,  spreading  overseas, 
only  is  Japan  slumping,  C 
many  is,  too,  and  the  do' 
turn  moves  across  Eurc 
Meanwhile,  America  is  in 
nial  that  there  is  a  recessi 
The  optimism  here  ste 
ft-om  the  news  that  first-q» 
ter  U.S.  gross  domestic  product  was  up  2%,  so  it  seemed 
economy  was  doing  fine. 

You  can't  trust  our  government's  economic  statisi 
however.  In  the  early  1990s  Washington  bastardized 
numbers,  rendering  them  useless.  I  last  explored  this 
plorable  situation  in  my  Feb.  26,  1996  column.  Five  y 
later  people  continue  to  be  duped.  Instead  of  the  disto 
GDP  stats,  pay  attention  to  the  torrents  of  layoffs.  Tl 
bloodlettings  just  keep  coming,  in  the  U.S.  and  overseas 
You  want  a  nice  domestic  telltale  that  shows  how  th 
are  trending?  Read  the  media  and  talk  to  your  friends — 
you'll  discover  that  an  ingredient  for  a  bull  market  is  n 
ing:  There  is  no  wall  of  worry,  the  fear  (misplaced  but  i 
that  a  recovering  market  can't  last.  All  bull  markets  n 
climb  this  wall.  Although  we  have  plenty  of  nasty  news 
rounding  us,  the  prevalent  U.S.  ouflook  is  that  the  wor 
over  and  good  times  are  in  reach. 

How  about  that  Time  cover  story  with  the  picture 
bear?  It  urged  buying  stocks  and  thinking  past  the  soon 
end  bear  market.  That  isn't  the  way  the  wall  works. 

In  my  30  years  working  in  this  industry  and  studyin 
history,  I've  never  known  of  a  new  bull  market  that  di 
face  the  wall.  Genuine  bull  markets  start  out  hesitantiy 
the  investment  buying  power  isn't  expended  in  one  erup 
but  slowly  and  inexorably  levitates  prices. 

Remain  defensive.  The  ride  is  rougher  ahead. 

Kenneth  L.  Fisher  is  a  Woodside.Calif.-based  money  manager. 
Find  past  columns  at  www.forbes.com/fisher. 
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Fixed-Income  Watch  By  Richard  Lehmann 


The  New  Breed 


DOES  THE  TERM  "PREFERRED  STOCK"  CONfURE  UP 
pictures  of  old  folks  with  trembling  hands  living 
off  quarterly  dividend  checks?  If  so,  you  don't 
know  what's  going  on  in  the  securities  business 
these  days.  Today's  preferred  stock  market  is  a 
bazaar  of  exotic  securities  with  much  more  to  offer  sophisti- 
cated investors  than  just  quarterly  dividend  checks. 

The  new  market  effectively  opened  for  business  in  1995 
with  the  introduction  of  preferreds  backed  by  a  bond  issue, 
allowing  the  issuer  to  get  a  tax 
deduction  for  what  is  ostensi- 
bly a  dividend  payment.  (In- 
terest payments  are  deductible 
for  corporate  income  tax  pur- 
poses while  dividends  are 
not.)  Also,  in  1996  banks  were 
allowed  to  count  preferred  is- 
sues as  part  of  their  statutory 
capital,  which  defines  how 
much  they  can  lend.  These  de- 
velopments brought  new  life  to  what  had  been  an  almost 
dormant  field.  And  soon  Wall  Street's  fertile  minds  were  in- 
venting new  features  to  attach  to  preferreds. 

Today  a  preferred  stock  can  be  straight  stock  or  a  bond- 
linked  stock.  It  may  have  a  maturity  or  not.  It  may  be  con- 
vertible into  another  security  or  into  cash  equivalents  at 
either  a  fixed  or  a  variable  price. 

This  all  is  confusing  as  heck,  so  why  bother?  Chief  rea- 
son: The  new  bond-backed  preferreds  offer  fixed-income  in- 
vestors many  features  that  make  them  preferable  to  bonds. 

First  of  all,  they're  more  liquid  and  you  can  get  daily 
prices,  which  you  can't  for  most  corporate  bonds.  Because 
they  are  packaged  in  $25  denominations  and  called  pre- 
ferred stock,  the  bond-backed  preferreds  are  traded  Uke  any 
other  stock  on  the  exchanges.  Concerned  about  default  risk? 
I  will  point  out  that  in  fact  the  default  rate  for  junk-grade 
preferreds  is  substantially  below  that  for  bonds  of  a  compa- 
rable rating. 

These  issues  are  usually  created  by  an  underwriter  buy- 
ing a  block  of  existing  bonds  and  repackaging  them  as  a  pre- 
ferred. These  can  be  distinguished  by  such  acronyms  as 
Corts,  Quips  and  Cabcos.  Backed  by  a  bond  issue,  these  pre- 
ferreds in  effect  make  you  a  creditor  rather  than  a  share- 
holder— and  thus  farther  ahead  in  line  to  be  repaid  if  the  is- 
suer goes  bankrupt.  As  these  securities  become  better 
known,  the  convenience  factor  may  well  result  in  their  trad- 


What's  more  liquid 
than  corporate 
bonds  and  ahead 
of  preferreds  in 
credit  rankings? 


Here's  one  of  the  new  breed  I  particularly  like  for 
come-seeking  investors:  the  Cadbury  Schweppes  8.6%  Se 
A  Quips  (Quarterly  Income  Preferred  Securities),  wl 
sells  for  $25.50  and  yields  8.5%. 

Then  there's  J.C.  Penney  7.625%  of  Mar.  1,  2097. ' 
Penney  securities  come  as  either  straight  bonds  or  in  two 
vors  of  preferreds:  Corts  (Corporate  Backed  Trust  Sec 
ties)  and  Cabcos  (Corporate  Asset  Backed  Corporation 
curities).  They  all  yield  about  10%,  and  the  three  di 

mainly  in  that  the  preferi 
are  traded  "flat."  That  mc 
that  the  trading  price  incoi 
rates  accrued  interest  and  [ 
down  after  the  quarterly  { 
ment  goes  ex-dividend,  jui 
it  does  with  any  stock.  Bo 
in  contrast,  trade  on  an 
crual  basis:  The  quotec  ' 
ing  price  does  not  retLv; 
crued  interest,  which  is  bi 
separately  to  the  buyer  of  the  bond. 

For  those  looking  for  a  bit  more  action,  some  prefer 
convert  automatically  into  common  shares  after  a  certain  n 
ber  of  years.  Variously  known  as  Decs,  Spurs,  Peres  or  Pt 
these  often  have  a  floor  and  a  ceiling  on  the  conversion  vi 
Meaning:  Just  how  many  common  shares  you  get  depend 
the  common  stock's  price  near  the  time  of  conversion. 

Traditional  convertible  preferreds — that  is,  those  \vl 
conversion  is  optional — still  exist.  These  are  particularh 
tractive  now  in  a  troubled  market  that  has  marked  man 
them  down  to  where  they  are  priced  on  their  yield  and 
buyer  pays  almost  nothing  for  the  conversion  privilege,  i 
One  convert  I  currently  like  is  the  Tanger  Factory  Oi 
$2.18  Series  A,  convertible  into  0.9  shares  of  common. ' 
preferred,  issued  by  a  real  estate  investment  trust,  sells  at 
a  14%  premium  over  the  value  of  the  shares  into  which  it 
be  converted.  Going  with  the  preferred  doesn't  give  you  a 
rent  yield  advantage — both  stocks  yield  about  10% — b 
gives  you  a  safer  investment.  The  payout,  and  the  stock  p 
will  hold  up  better  during  any  downturn  in  the  outiet-: 
business. 

For  a  straight  (nonconvertible)  preferred,  consider 
9.75%  issue  by  Nexen,  an  oU  producer.  The  stock  sel 
$25.30  to  yield  9.6%.  Another  is  the  Meditrust  9%  Seri 
priced  at  $20.35  to  yield  11.1%.  Meditrust  is  a  REIT  tl 
moving  out  of  health  care  and  into  hotels. 


ing  at  a  premium  to  similarly  I  pWf  Hpc  |  Richard  Lehmann  is  president  of  Income  Securities  Advisor  Inc.  and  publisher  of  the  Forbes/Leh. 
rated  bonds.  I  IaS  ^^£^£i^^  l  income  Securities  Investor  newsletter.  Find  past  columns  at  www.f  orbes.com/lehmann. 
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BY  ROB  WHERRY 

ROBERT  ESSNER  HAS 
spent  the  past  four 
years  watching  Amer- 
ican Home  Products 
take  body  blows  few 
other  companies  could  endure: 
three  failed  mergers,  a  diet-pill 
scandal  that  cost  the  company 
$12  billion  in  liability  claims 
and  one  of  the  largest  consumer 
drug  recalls  in  history.  But  Ess- 
ner,  elevated  to  chief  executive 
in  March,  says  that's  all  behind 
AHP.  Now,  the  53-year-old  is 
bullishly  swinging  away  with  a 
drug  portfolio  that  includes 
nine  approvals  in  the  last  18 
months  and  one  of  the  lowest 
patent- expiration  exposures  in 
the  industry. 

By  2004,  says  Essner, 
American  Home  will  have  $20 
billion  in  sales,  a  50%  increase 
over  2000,  and  $4.6  billion  in  profit,  up  from  $2.5  billion  last 
year  (before  adjusting  for  one-time  litigation  charges  and 
asset  sales).  Shares  are  up  from  $37  in  August  1997  to  a  recent 
$63.  "Our  story  has  been  overshadowed,"  says  Essner. 

The  gem  in  the  turnaround  has  been  Effexor,  the  com- 
pany's depression  remedy.  Effexor  is  poised  to  become  the 
biggest  antidepressant  in  the  world,  as  Eh  Lilly's  patent  on 
Prozac  expires  next  month  and  rival  drugs  such  as  Glaxo- 
SmithKline's  Paxil  and  Pfizer's  Zoloft  see  market  share  level 
off.  Effexor  sales  will  hit  $3.4  bilhon  by  2004,  up  from  $1.2 
biUion  this  year.  And  the  drug  stays  patent-protected  until 
2007.  Forest's  Celexa  is  the  only  drug  keeping  pace. 

Effexor's  rise,  despite  a  rocky  start,  has  been  intertwined 
with  Essner 's.  In  the  late  1980s  he  oversaw  marketing  and 
sales  for  the  company's  research  subsidiary,  Wyeth-Ayerst. 
His  timing  was  golden.  Then-chief-executive  John  Stafford 


For  four  dark  years  v 
American  Home  Products 
could  do  nothing  right. 
Its  depression  drug  ^ 
Effexor  is  pulling  it    >  / 
out  of  that  funk. 


began  bulking  up  on  research  and  development.  By  1994 
company's  R&D  line  had  ballooned  to  $800  miUion,  a  fc 
fold  increase  fi-om  1987.  (It's  now  $1.8  billion.) 

Essner  was  one  of  the  first  in  the  industry  to  break  do 
the  walls  between  research  and  marketing  to  help  accelei 
drugs  to  the  market.  In  a  scheme  he  calls  "product  craftir 
Essner  amassed  teams  of  staffers  from  manufacturing,  sa 
marketing  and  research.  In  the  case  of  Effexor  the  teams  i 
every  three  weeks  to  design  cUnical  trials  or  discuss  marl 
ing  campaigns.  The  drug  was  launched  in  1994,  two  ye 
sooner  than  it  would  have  been  with  the  usual  process. 

To  go  up  against  the  runaway  hit  Prozac,  Essner  hac 
lean  heavily  on  Effexor's  superior  science.  Prozac  and 
cousins  Zoloft  and  Paxil  are  single-action  drugs.  Their  s 
job  is  to  enhance  the  levels  of  serotonin  in  the  brain,  thusi 
Heving  symptoms  such  as  insomnia  and  malaise.  Effexor 
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Calling  from  the  treetops:  AHP's  story, 
says  Prozac-chaser  Robert  Essner, 
has  been  overshadowed. 


boosts  levels  of  two  neurotransmitters,  sero- 
tonin and  norepinephrine.  Depletion  of  nor- 
epinephrine is  Hnked  to  fatigue  and  anxiety. 

The  drug  could  have  stopped  Prozac  in 
its  tracks,  but  Essner's  team  rushed  out  a 
balky  regimen.  Patients  had  to  take  Effexor 
up  to  three  times  a  day.  Prozac  was  a  once- 
a-day  drug.  Like  all  antidepressants  Effexor 
had  its  share  of  side  effects,  including  nau- 
sea and  insomnia.  But  if  patients  forgot  to 
swallow  their  second  or  third  Effexor  pill, 
they  often  suffered  withdrawal  symptoms 
such  as  spontaneous  irritability.  In  the  first 
three  years  sales  stalled  at  $230  million,  far 
from  blockbuster  status.  "It  wasn't  the  ideal 
dosage  form,"  says  Essner. 

"If  the  company  had  gotten  the  market- 
ing right,  we  would  now  be  saying  Effexor 
Nation  instead  of  Prozac  Nation,"  says  Dr. 
Richard  Brown,  an  associate  professor  of 
clinical  psychiatry  at  Columbia  University. 

Essner  anticipated  the  damage  and,  from 
the  start,  had  researchers  working  on  a 
once-a-day  pUl.  He  took  the  opportunity  to 
broaden  the  recommended  uses  for  Effexor: 
It  would  fight  not  just  melancholy  but  angst. 
That  effectively  doubled  the  drug's  reach  to 
36  milhon  patients.  To  hedge  his  bets  with 
the  Food  &  Drug  Administration,  Essner  or- 
dered up  five  efficacy  trials  instead  of  the 
usual  two,  each  costing  $10  million  to  $15 
million. 

The  costly  gamble  paid  off.     _  .      i  r»- 

ir  of  the  trials  came  back  positive.  In  October  ^.QWeT  m  the  PipeiinQ, 

'7  the  company  got  FDA  approval  for  Effexor 
a  once-a-day  pill  that  also  cut  down  on  nau- 
.  But,  at  a  time  when  the  company  should 
'e  been  celebrating  XR's  approval,  AHP  began 
)og  down  from  a  series  of  disastrous  setbacks, 
o  months  earlier  reports  started  appearing 
t  two  of  the  company's  diet  drugs,  fenflu- 
nine  and  dexfenfluramine,  were  causing  heart 
ve  damage.  That  led  to  a  massive  recall  of 
h  drugs. 

In  lanuary  1998  the  company  tried  to  merge 

h  SmithKline  Beecham  (now  GlaxoSmith- 
ne)  in  an  effort  to  create  the  largest  drug  out- 
|in  the  world.  The  deal  crumbled,  as  did 
'rger  deals  with  Warner  Lambert  (now  part  of 


Pfizer)  and  Monsanto  (now  part  of  Pharmacia).  For  Essner 
the  silver  lining  in  these  failures  was  the  departure  of  his  rival 
Fred  Hassan  to  run  Pharmacia,  leaving  Essner  a  seat  on  the 
board  and  the  top  job  at  AHP's  drug  business. 

Effexor  XR  was  hittmg  its  stride,  and  AHP  threw  its  con- 
siderable weight  behind  it.  From  1998  to  2000  sales  soared 
from  $351  million  to  $832  million,  thanks  to  a  now-2,500- 
strong  sales  force  pushing  it.  A  company-supported  study 
completed  in  2000  by  Dr.  Michael  Thase  of  the  University  of 
Pittsburgh  combined  the  results  of  eight  previous  trials  and 
declared  that  Effexor  was  30%  more  effective  at  combatting 
depression  than  serotonin-only  drugs  such  as  Prozac.  In 
medical  jargon,  the  drug  "remitted"  symptoms. 

AHP  plays  up  the  Thase  study  for  all  it's  worth,  and  then 
some.  It  uses  the  word  "remission"  prominently  in  pam- 
phlets and  Web  pages.  Think  of  the  connotations.  Patients  as- 
sociate the  word  with  the  disappearance  of  cancer,  and  psy- 
chiatrists only  occasionally  use  it  to  describe  patient  progress. 
Contrast  the  usual  word  in  antidepressant  ads:  "treatment," 
which  connotes  a  mere  palliative. 

But  is  Effexor's  superiority  really  proven?  The  data  only 
cover  patients  up  to  eight  weeks,  scarcely  a  long-term  re- 
mission. Of  the  eight  trials  that  Thase  looked  at,  two  sided 
with  Effexor,  four  showed  a  slight  advantage  over  a  placebo 
and  two  showed  no  advantage.  "There's  no  way  to  look  at 
this  kind  of  data  and  see  how  a  patient  will  respond,"  says 
Dr.  Andrew  Farah,  medical  director  of  High  Point  Regional 
Health  Systems  in  North  Carolina. 

But  that  hasn't  stopped  Essner's  minions  from  prodding 
Effexor  to  the  billion-dollar  sales  mark,  which  they  will  do  for 
the  first  time  this  year. 

AHP,  the  seventh-largest  drug  firm  by  sales,  may  yet 
need  to  merge  with  a  small  rival  in  order  to  compete  with 
its  big  ones.  But  Essner  the  fighter  is  no  longer  on  the  ropes. 
"Whatever  we  do  now,  we  do  from  a  position  of  strength," 
he  says.  F 


AHP  has  relied  on  a  stable  of  brands  like  menopause  drug  Premarin,  cold 
and  flu  reliefs  Robitussin  and  Dimetapp  and  an  animal-health  subsidiary.  But 
now,  the  drugmaker  is  prepared  to  spend  more  than  $2  billion  a  year  to  fund 
a  new  lineup  of  potential  blockbuster  drugs.  A  few  of  the  promising: 


Drug 

Disease 

Est  2004  sales 

Comment 

Protonix 

Gastroesophageal  reflux 
(think  heartburn) 

$1.3  billion 

First  injectable  proton- 
pump  inhibitor 

To  Be  Named 

Alzheimer's 

$1  billion 

Developed  through  an  alliance 
with  Ireland's  Elan 

Enbrel 

Rheumatoid  arthritis 

$800  million 

$500  million  for  manufacturing  up- 
grades could  make  It  a  blockbuster 

FluMist 

Influenza 

$500  million 

Administered  nasally,  first  flu 
vaccine  to  have  effect  on  children 

Source:  AHP. 
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aoventureI  What's  ahead  for  the  largest  airplane  in  the  world  (circa  1919)?  Crossing  the  Atk 


BY  ALAN  FARNHAM 

NORTH  OF  SAN  FRANCISCO,  FLYING  LOW  AND 
slow  above  the  rolling  hills  of  Marin  County, 
I  looked  down  on  familiar  sights  from  an  un- 
familiar perspective:  through  my  knees.  I  was 
seated  in  what  looked  like  a  leather-uphol- 
stered 55-gallon  drum,  my  head  protruding  from  the  top.  In- 
side, at  chest  level,  a  little  plaque  in  front  of  me  read:  "Pas- 
senger warning:  This  aircraft  is  amateur-built  and  does  not 
comply  with  federal  safety  regulations  for  standard  aircraft." 
An  understatement.  I  was  aboard  a  hulking,  open-cockpit 
wooden  biplane — a  rephca  of  what  had  been,  in  1919,  the 
biggest  airplane  in  the  world — the  Vickers  Vimy. 

The  original,  built  by  British  armaments  manufacturer 


Vickers  Ltd.  as  a  bomber  during  World  War  I,  entered  m 
tary  service  too  late  to  see  combat.  After  the  war,  however,  1 
plane's  payload  (5,000  pounds)  and  range  (1,100  mil< 
made  it  the  natural  choice  for  adventurers  bent  on  provi 
aviation's  commercial- potential. 

Vimys  made  epic  voyages,  including  the  first  flights  frc 
England  to  Australia  (1919)  and  from  England  to  Cape  Toi 
(1920).  Both  expeditions  were  flown  over  many  weeks,  ii 
succession  of  hops.  But  a  Vimy  also  made  a  nonstop  crossi 
of  the  Adantic  (from  St.  John's,  Newfoundland,  to  Clifd* 
Ireland)  eight  years  ahead  of  Lindbergh.  These  three  fligl 
helped  establish  the  world's  first  commercial  airlanes  ai 
earned  the  pluck)'  plane  its  nickname:  "GaUeon  of  the  Skie^ 

From  my  seat  in  what  originally  had  been  a  gunner's  tu 
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I  could  see  Alcatraz  dead  ahead.  Wind  whistled  past  my 
gles  at  80mph.  By  looking  down  toward  my  knees  I  got  a 
re  amazing  view:  Inside  the  turret's  front,  set  like  gothic 
idows  in  a  cathedral,  three  narrow  panes  afforded  a  view 
iad  and  down.  As  we  thundered  over  Tiburon  and 
vedere  I  could  see  passing  below  my  feet  all  the  toys  and 
Dhies  life  has  to  offer:  swimming  pools  and  Lamborghi- 
cliffside  villas,  yachts  and  private  tennis  courts.  In  1993 
man  now  at  the  controls  of  the  Vimy — Peter  McMillan, 
—had  made  enough  money  as  an  investment  banker  to 
'  such  things.  Instead,  he  chose  to  pour  almost  his  entire 
worth  (well  over  $1  million  at  the  time)  into  the  building 
his  airplane. 

Why?  An  unpretentious  and  unadulterated  romantic, 
Millan  says  he  wanted  to  travel  through  time,  to  experi- 
e  what  the  early  aviators  had  seen  and  felt.  To  that  end  he 


and  his  confederates  set  out  to  build  a  Vimy  and  reenact  the 
plane's  three  history-making  flights.  Working  from  original 
blueprints,  a  construction  team  led  by  Hollywood  set -builder 
John  LaNoue  completed  the  aircraft  in  just  18  months. 

The  reproduction  is  as  authentic  as  modern  FAA  regula- 
tions permit.  Materials?  Wood  and  cotton.  With  1 14  external 
bracing  wires,  20  massive  struts  and  an  8-foot-long  ma- 
hogany-and-ash  nose  skid,  the  plane  presents  an  ungodly 
amount  of  drag.  Says  McMUlan,  "We  could  have  done  things 
to  improve  her  handling.  But  we  didn't  want  a  better  Vimy. 
We  wanted  an  authentic  time  machine."  Its  communications 
and  navigation  instruments,  though,  are  modern. 

In  1994  McMillan  and  crew  set  out  to  see  the  world. 
That  year  they  flew  from  England  to  Australia,  along  the 
way  surviving  a  crash-landing  in  Sumatra  (when  an  engine 
failed)  and  an  outbreak  of  plague  in  India.  In  1999,  with  a 
different  crew  aboard,  the  Vimy  flew  from  London  to  Cape 
Town.  Each  flight  cost  in  excess  of  $700,000,  with  funding 
provided  by  a  mix  of  private  individuals  (including  Ray 
Dolby,  the  late  William  Simon  and  San  Francisco  venture 
capitalist  David  Holbrooke)  and  corporate  sponsors 
(among  them  Royal  Dutch/Shell,  Bose  and  Rolls-Royce). 
National  Geographic  not  only  invested  heavily  but  also  gave 
the  flights  extensive  coverage. 

Now  a  celebrity,  the  airplane  gets  invited  to  participate  in 
many  air  meets  and  public  events.  My  own  trip  came  about 
when  the  Vimy  was  helping  celebrate  the  transformation  of  a 
historic  San  Francisco  airfield  into  a  public  park.  This  month 
the  plane  is  flying  cross-country  to  appear  for  seven  days 
(July  24-30)  at  the  annual  fly- in  hosted  by  the  Experimental 
Aircraft  Association  in  Oshkosh,  Wis.,  the  biggest  civUian  air 
meet  in  the  world.  (For  the  Vimy's  itinerary  and  other  info 
about  the  plane,  go  to  www.vimy.org.) 

In  Oshkosh,  McMillan  and  team  will 
be  seeking  corporate  sponsors  to  under- 
write a  July  2002  transatlantic  crossing, 
expected  to  cost  at  least  $500,000.  (In  ex- 
change, lead  sponsors  get  their  names  on 
the  plane.)  Plans  call  for  the  Vimy,  upon  reaching  Ireland,  to 
fly  to  the  Farnborough  Air  Show  outside  London,  where  it 
should  enjoy  star  billing. 

AH  this  the  plane  may  have  to  do  without  McMillan  at  its 
controls.  Gradually,  since  1995,  he  has  been  reducing  his  in- 
volvement with  the  project,  in  the  interest  of  resuming  a  nor- 
mal hfe  and  normal  finances.  He's  gotten  married  and  be- 
come a  father,  and  figures  it's  time  now  to  refill  the  family 
coffers.  Last  year  he  went  to  work  raising  capital  for  Texas  Pa- 
cific Group's  private  equity  funds. 

Now  that  the  adventure  is  winding  down,  was  it  worth 
the  money  and  effort?  "To  do  all  these  things  you  dreamed  of 
as  a  child,"  he  says,  "to  experience  the  past,  to  meet  such  an 
amazing  array  of  people — whether  it  was  England's  royals  or 
the  people  in  the  fields  in  Sumatra  who  fed  us  and  helped  us 
on  our  way?"  That  would  be  a  yes.  F 


Time  travelers 
John  LaNoue  and 
Peter  McMillan, 
before  the  68- 
foot  wingspan  of 
the  Vickers  Vimy. 


FORBES-  luly  23,  2001  171 


PQHBtSLlFt 


Just  You  and  Yogi 

vftCftTiONsI  Beat  the  crowds  at  our 
national  parks  by  taking  back  roads 
straight  to  the  good  stuff.  Here's  how. 


The  good  news?  Once  inside, 
any  driver  willing  to  choose 
gravel   over   asphaU  on 
Smoky's  270  miles  of  high- 
ways will  be  rewarded. 
Nearly  all  the  gravel  thor- 
oughfares are  suitable  for 
two-wheel  driving.  The 
spectacular  Heintooga- 
Roundbottom  Road,  for  ex- 
ample, runs  15  miles  be- 
tween the  paved  Balsam 
Mountain     and  Big 
Cove  roads,  descending 
through  deep  forest  to  fast- 
moxing  Raven  Fork  Creek. 
'     Insider  tip:  The  park  has 
several  first-come,  first- 
served  camping  areas,  the 
biggest   being  Cosby 
Campground,  with  165 
spots.   The  prettiest, 
though,  is  rustic  Abrams 
Creek,  which  has  only  16 
campsites.  Pitch  your 
tent,  then  explore. 


BY  DAN  KOEPPEL 

THE  FIVE  MOST  POPULAR  NA- 
tional  parks — Great  Smoky 
Mountains,  Grand  Canyon, 
Olympic,  Yellowstone  and  Yosemite — 
are  among  the  most  beautiful  places  on 
Earth.  But  during  summer  they  get 
more  jammed  than  Times  Square  on 
New  Year's  Eve.  In  February  Grand 
Canyon  Superintendent  Joseph  Alston 
announced  a  traffic-control  plan  meant 
to  favor  shuttle  buses  over  private  cars. 
Better  solution?  Back  doors.  Most  parks 
have  either  an  uncongested  entrance  or  a 
network  of  back  roads  that  can  take  you 
straight  to  postcard  views  without  forc- 
ing you  to  fight  traffic.  For  additional  in- 
formation, go  to  forbes.com/parks. 

GREAT      '      FOUNTAINS  NATIONAL  PARK 

This  is  the  alltime 
X  traffic  champ, 
drawing  over  10 
million  visitors 
annually  (more  than  double  the  Grand 
Canyon).  With  only  three  main  entrances, 
a  wait  to  get  in  is  sometimes  imavoidable. 


GRAND  CANYON  NATIONAL  PARK  The  Soutil 
Rim  of  the 
.Jf  WMS^L  Grand  Canyon 
has  turned  into 
a  shopping  mall 
(albeit  one  wi&i  perhaps  the  best  view  in 
the  world).  Head  for  the  North  Rim  in- 
stead, via  Hwy.  67,  where  you'll  find  a 
modest  lodge,  campgrounds,  hiking 
trails,  mule-trip  outfitters,  far  fewer  peo- 
ple and  a  reverse-angle  view  of  the  big 
gorge.  Try  Bright  Angel  Trail,  or  the  more 
rugged  10-mile  Widforss  Trail.  Insider  tip: 
With  fewer  people  around,  you'll  need  to 
be  self-sufficient  and  well  prepared.  Take 
plenty  of  water  and  tell  a  ranger  where 
you're  going. 

OLYMPIC  NATIONAL  PARK  This  sprawling, 
''^■"PyP'  misty  refuge  offers  three 
I^Hhfi^    distinct  ecosystems — 
k   JX^^p   glaciated  mountains, 
■  '     old-growth  forest  and 

60  miles  of  Pacific  coast.  Though  you'll 
find  heavy  traffic  at  most  of  the  park's 
main  gateways,  95%  of  Olympic  is 
wilderness — fi-equented  by  only  50,000 


of  the  park's  more  than  3  million  anr 
guests.  From  the  Port  Angeles  entraj 
go  14  miles  to  Grand  Valley  for  field] 
wildflowers,  alpine  vistas  and  bearsj 
sider  tip:  You'll  need  a  backcountry  n 
mit,  which  you  can  order  online. 

YELLOWSTONE  NATIONAL  PARK  This  oi 
simple — just  av 
Old  Faithful.  Ert 
from  Gardiner,  Ma 
and  head  south 
ward  Tower  Juncti 
Find  the  spectacular  Mount  Washbi 
Trail,  a  moderate  hike  with  a  ma 
payoff:  a  hidden  10,243-foot  sumi 
with  panoramic  views.  An  easier  trel 
the  1.2-mile  trail  to  pristine  Trfi 
Lake.  Insider  tip:  For  other  secret  fill 
in  the  park,  see  The  Total  Yellowstc 
Page  on  the  Web.  It  lists,  for  examj 
dozens  of  lesser-known  trails,  Indl 
sites  and  waterfalls  unmarked  on  mi 
commercial  maps. 


OSEMITE  NAl 


YOSEMITE  NATIONAL  PARK  Sierra  Ci 
founder  John  Ml 
wrote  in  1913:  "Loil 
ing  eastward  fro 
Pacheco  Pass  one  shl 
ing  morning,  a  lar 
scape  was  displayed  that  after  all  i 
wanderings  still  appears  as  the  m( 
beautiful  I  have  ever  beheld."  It  v 
Yosemite.  Like  Olympic  National  Pai 
nearly  all  of  Yosemite  remains  wUdt 
ness,  so  what  Muir  marveled  over  is  s 
pretty  much  intact.  Even  in  the  ov' 
crowded  Yosemite  Valley,  you  can  ■ 
cape  the  masses  by  simply  hopping  O! 
bicycle.  Approaching  from  the  west,  i 
the  Hetch  Hetchy  entrance.  You'll  fil 
convenient  access  (and  few  visitors)  i 
the  hiking  trails  above  Hetch  Hetfl 
Reservoir.  Insider  tip:  The  Yosemite  / 
sociation,  a  nonprofit  park-advoca 
group,  offers  unique  access  to  some  si 
(plus  housing)  for  people  taking  its  c 
hikes,  wilderness  training  or  coursi 
which  include  photography,  biolo 
and  environmental  preservation. 


JTUILFCJ  ;  phone  numbers  and  linksi 
related  travel  Web  sites,  go  to  www.forfaes.com/pafltt 
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Call:  Media  Options  1-800-442-6441 


Advertisement 


Vnline  Casinos 


INO  WEBSITES 


'.gest  Profits  on  Internet! 
censed.  Fully  Managed. 
fK.  Guaranteed  Profits! 


Legal  Services 


SET  PROTECTION 


imestic  &  Offshore  Strategies 
panies,  Trusts,  Private  Baniiing 

laximum  Privacy  •  Tax  Savings 
ate  Planning  •  Global  Investments 


in  Sears,  CPA  •  Attorney  at  Law 

544-0622  •  www.searsatty.com 


S,  U.K.  &  France 


GQUIUO 


ver  limit  your  options 


iVw.equilio.com 


Art  Galleries 


le  Art  for  Corporate 

and 

dividual  Collectors 
i/w.duntongallery.com 

(888)521-2130 


'harge  your  ad. 


VISA 


Business  Services  ^Business  Opportunities^  Consumer  Product 


My  RECEIVABI_ES.com 

-^.^^^^^^^^^^^^^^^^^     We  oioite  cosh  How. 

SERVING  BUSINESS  SINCE  1972 

*  A/R  Financing 
*  A/R  Management 
800-593-0608  XI 23 


Business  Opportunities 


e-incorporate  .com 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 
FREE  Rcpcn-t 
800-733-2191 


BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  tfie  local 
appointments  you  can  fiandle. 
State-of-thie-art  marketing  tools. 
Huge  demand.  Extremely  highi 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
fiave  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Investment  Website 


wallsttoday,com 


Free  Daily  Stock  Recommendations 
&  the  Daily  Investment  Newsletter 

"Wall  St  Today" 
News,  Charts,  Tickers,  Chat  Rooms, 
Message  Boards 
Free  One  Week  Trial! 
Visit:  www.wallsttoday.com 


WHY  DIDNT I  THINK  OF  THAT  |  Snore-Free  Nightsi 

TheVeryFirstNight 


That'.s  the  respon.sc  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
.limple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


S  OVER  THREE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1S00-999-SALE  •1-972-980-9969 
www.gwbs.com 
GREAT  WESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


OFFSHORE 


^Companies 
^Banking 

(800)710-0002      Free  Brochure 
Visa/MC/Amex  www.a$selpro*ectloiixtiin 


SMALL  ADS  BRING 

BIG 

RESULTS! 

Call:  Media  Options 
1-800-442-6441 

Forbes  Business  Classified 


Forbes 

Subscriber  Service 

To  order,  change  address 
or 

other  customer  service, 
call  1-800-888-9896 


rbes  Subscriber  Service... to  order,  change  address  or 
ler  customer  service,  call  1 -800-888-9896  For  information 
d  rates  on  advertising  in  the  next  Forbes  Business  Classified 
'Ction  contact:  Media  Options  (1-800-442-6441  for  ad  rates 
ad  information  only)  Fax:  1-973-694-8371 
mail:  mediopt@aol.com 


...Guaranteed! 


Finally,  there  is  a  quick,  safe  and 
natural  approach  to  snoring  and 
getting  a  great  night's  sleep.  D- 
Snore's''''^  fast-acting,  all-natiiral 
formula  instantly  moistens  the 
membranes  of  the  soft  palette  to 
allow  free  and  easy  breathing  that 
lasts.  Clinical  studies  boast  an 
84%  proven  success  rate. 
Fast  and  effective,  D  - 
Snore''"  actually  works 
the  very  first  night.  30  day 
money  back  guarantee  or 
send  back  for  a  full  prod-^ 
uct  refund.  Join  our  over 
500,000  customers! 

Call  now  and  ask 
how  you  can  get  a 
30  day  supply  of 
D-Snore  free! 


uniui 


"He put  DSnore  to  the  test. . . " 

"We  got  flooded  with  calls  with  volunteers.-" 

"If  you  have  a  stwring  probleiru-give  D-Snore  atty'" 

"llHorfa!" 

-KATV-7  ABC  News,  Utde  Rock,  Arkansas 


Fast  Service  CallToll  Free... 

1-888-203-7471 

24  htnirs  a  day  ~  7  tlays  a  week 


Health  Products 


BACK  PAIN? 

( 

V. 

\ 

\ 

There  is 
an  ansy/\rer! 

1  Send  (or  FREE  information 
^  onNEW,guaronteed 
seat  and  back  supports 
;^designed  by  a  leading 
^^back  painspetialist. 

j  Posture  Education 

1 15  Parkway,  Katonoh,  NY  10536 
Jwww.postureedutofion.com 

CALL  TOLL-FREE  l>80Q:392-0363 

EmploymentReview« 


BeslJobsUSATcom 


To  advertise  in  this  section  call  5fll 


dorm  ^xiiz  .  .  . 


.  .  dreams  thai  are  us 
diverse  as  the  people  we 
serve  and  ihe  people  we 
employ — it's  whal  we  do 
best  a(  American  Gen- 
eral Financial  Advisors. 
While  providing  our  eli- 
enis  wilh  inninalive 
reliremenl  programs  and 
financial  products  that 
turn  dreams  into  reality. 

w  e  are  also  providing  exceptional  growth  and  achieve- 
ment opportunities  for  our  people.  Join  us. 

Ranked  in  the  top  200  as  an  "Employer  of  Choice"  by 
Siiwn  Business  magazine,  we  offer  excellent  salaries, 
generous  benefits,  and  unlimited  growth  potential. 
The  highly  motivated  individuals  we  seek  will  have 

NASD  Scries  7.  6.  63  and  State  Life  and  Health  

licenses  and  related  financial  industry  experience,  a 

proven  track  record  of  success,  strong  relationship-building  skills,  and  a  real  dii\e  to 
succeed  and  grow  with  an  industry  leader. 

Explore  Ihe  many  options  .^GFA  offers  for  your  future.  We  invite  you  to  apply  online 
at  w  w  w.aniericangeneral.com/careers.  Our  online  assessment  allows  you  to  attach 
a  resume  and  tell  us  about  your  background,  experiences  and  achievements.  Your 
information  will  be  matched  wilh  available  job  opportunities.  American  General  is  an 
equal  opportunity  employer. 

American 
I  General 

I  Financial  Grolip 

Live  the  life  you 've  imagined. 


FOREST.  TREE 


Eniptoyersof(%OK8^ 

wwM.americangeneral.com/careers 


We  see  both.  I 

Northwest  Airlines  seeks  visionaiy  IS/IT  professioi 
whose  diverse  education  and  experience  enables  th 
to  manage  the  details  without  losing  sight  of  the  t 
picture.  At  the  same  time,  we  believe  the  success  of 
group  relies  on  individual  strength.  Our  multinatic 
employees  boast  an  impressive  array  of  talents  and  ab 
to  create  a  professional  landscape  that  thrives  on  fresh 
and  unique  perspectives.  Don't  blend  into  the  woodi 
Become  part  of  the  Information  Services  team 
at  Northwest  Airlines. 

612-726-3600 
www.nwa.com 

Equal  Opportunity  tmployer 


Help  us  continue  t()  thrive  by  using  your  marketing 
talents  to  deliver  breakthrough  pharmaeeutieals  to  the 
people  who  need  them  most.  Backed  by  an  impressive  line 
of  innovative  pharmaeculical  products  and  a  reputation 
for  continued  excellence,  you'll  be  armed  with  the  tools 
you  need  to  accept  all  challenges  and  rise  to  Jhe  top. 

As  a  S13.7  billion  world  health  care  leader,  we  offer  you 
the  recognition  and  rewards  that  will  allow  you  to 
iiTcrease  your  circle  of  influence  as  a  marketing 
professional.  At  Abbott,  we  acknowledge  people  as  our 
prirlcipal  asset.  Our  dedication  to  your  career  allows  you 
.to  reach  both  your  personal  and  professional  goals.  It  will 
also  allow  you  to  touch  the  lives  of  millions  of  others... 

Learn  mofc  about  our  unparalleled  vision  and  incrcdiblc 
^ulreer  opportunities  by  visiting  us  online.  For  serious 
'"v        consideration,  please  submit  your  resume  to 
^  sucees5@'abb()tfc«ireers.com  Please  include  job  code 
4?S6HS  in  the  subject  line  of  your  e-mail.  An  EOE,  we  are 
committed  to  employee  diversity. 


OUK  INNOVATIVE 
PRODUCTS  IMPROVE  LIVES. 


wwwiabbott.com 


Biaxin"  Depaki^,  Depakote'  ER 


i 

Meridia 


Accept  our  challenge 

TO  get  them  where  they  belc 


ABBOTT 


LABORATOR 

Quality  Health  Care  Worli 


id"  Tarka'  Tricor'  Synthroid"  Vic 


For  more  career  opportunities  -  \isit  BestJobsUSA.com 


pentneview. 


To  advertise  in  this  section  call  561-686-6800 


Employers  o/Cy»d 

'   PresentedbyBesiJobsUSA.com  0 


-|    We're  in  the 

business 

putting 

faces 


on 


I  roviding  great  entertainment  for  the  young,  and  the  young  at  heart,  is  our  nnission.  Making 
them  laugh,  share,  learn  and  have  fun  is  our  vision. 

Hasbro  is  a  v/orldwide  leader  in  children's  and  family  leisure  time  and  entertainment 
products  and  services,  including  the  design,  manufacture  and  marketing  of  games  and  toys 
ranging  from  traditional  to  high-tech.  At  Hasbro,  we  realize  that  it  takes  very  special 
people,  with  very  different  perspectives  to  achieve  our  goal  of  providing  the  highest 
quality  and  most  recognizable  entertainment  and  lifestyle  products  in  the  world.  That's 
why  we  value  individuality.  Simply  put,  it  fosters  creativity. 

If  you  think  you  might  enjoy  working  at  a  company  that  wants  you  to  think  and  feel  like  a 
kid  -  charged  up  with  energy  and  full  of  ideas  -  Hasbro  is  the  place  for  you. 

Visit  our  website  at 

www.hasbro.com 

Hasbro,  Inc.  is  an  Equal  Opportunity/ Affirmative  Action 
Employer,  committed  to  workforce  diversity. 


iTonka 

PlAYSKcOL] 

'e  career  opportunities  -  visit  BestJobsUSA.com 


THOUGHTS 

On  the  Business  of  Life 


I remember,  as  a  youngster,  the  biggest  thing  in  life,  aside  from  Christmas,  was  the  automobile 
show  at  Grand  Central  Palace.  All  America  flocked  to  see  the  new  models — all  debuted  at  the 
same  time.  Everyone  got  wrapped  up  in  every  new  model.  We  argued  as  to  whether  or  not 
Chrysler's  Airflow  of  1934  was  going  to  make  it.  (It  bombed.)  In  regard  to  GM's  lines,  it  was  a  real 
family  discussion  as  to  whether  they  could  trade  up  from  a  Chevy  to  a  Pontiac,  maybe  even  an 
Oldsmobile  and,  some  day,  a  Buick.  — MALCOLM  S.  FORBES  ( 1988) 


No  other  man-made  device  since 
the  shields  and  lances  of  the  knights 
quite  fulfills  a  man's  ego  like  an 
automobile. 

—WILLIAM  ROOTES 


By  the  mid- 1920s  the  typical  American 
town  was  in  full  sexual  bloom.  The 
change  came  with  erotic  fashions, 
literature  and  movies,  and  an  unsus- 
pected sexual  aid,  the  automobile. 

—JOHN  LEO 


Driving  is  a  spectacular  form  of 
amnesia.  Everything  is  to  be  discovered, 
everything  to  be  obliterated. 

-JEAN  BAUDRILLARD 


Except  the  American  woman, 
nothing  interests  the  eye  of  American 
man  more  than  the  automobile, 
or  seems  so  important  to  him  as 
an  object  of  esthetic  appreciation. 

—ALFRED  H.  BARR  JR. 


The  car  has  become  a  secular  sanctuary 
for  the  individual  his  shrine  to  the  self 
his  mobile  Walden  Pond. 

—EDWARD  MCDONAGH 


Everything  in  life  is  somewhere  else, 
and  you  get  there  in  a  car. 

— E.B.  WHITE 


People  on  horses  look  better  than 
they  are.  People  in  cars  look  worse 
than  they  are. 

— MARYA  MANNES 


The  car  trip  can  draw  the  family 
together,  as  it  was  in  the  days 
before  television  when  parents 
and  children  actually  talked 
to  each  other. 

—ANDREW  MALCOLM 


A  world  designed  for  automobiles 
instead  of  people  would  have  wider 
streets,  larger  dining  rooms,  fewer 
stairs  to  climb  and  no  smelly, 
dangerous  subway  stations. 

— RJ.  O'ROURKE 


What  does  it  matter  if  you  buy 
a  car  today  or  six  months  from  now, 
because  cars  are  not  beautiful.  That's 
why  the  American  auto  industry 
is  in  trouble:  no  design,  no  desire. 

—KARL  LAGERFI 


/  don't  even  like  old  cars.  I'd  rather 
have  a  horse.  A  horse  is  at  least 
human,  for  God's  sake. 

— J.D.  SALINC 


Whither  goest  thou,  America, 
in  thy  shiny  car  in  the  night? 

—JACK  KEROl 


A  Text... 

The  Lord  God  hath  given  me  th 
tongue  of  the  learned,  that  I 
should  know  how  to  speak  a  wo 
in  season  to  him  that  is  weary. 

—ISAIAH  ; 

Sent  in  by  Linda  Matney,  Charlotte,  1 
What's  your  favorite  text?  The  Forbes  Boi 
Quotations:  Thoughts  on  the  Business  ofL 
given  to  senders  of  Bible  texts  used. 

More  than  14,000  "Thoughts, "  arranged  alphabetic^ 
subject,  are  available  in  a  900-page,  one-vo 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Thong 
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What's  my  job  description? 
Create  the  architecture  to 
replace  18  separate  legacy 
systems  with  one  integrated 
solution  for  Qantas  so  36 
downstream  customers 
can  access  information 
faster.  Can  I  do  all  that? 
Definitely.  Because... 


I 


THIS  IS  THE  AIRLINE  BUSIN 


QANTAS 


FUJITSU 
BUSINESS 
CONSULTING 


D  I  CAN  MAKE  ANYTHING  FLY. 


Fujrrsu 

THE    POSSIBILITIES    ARE  INFINITE 

www.fujitsu.com 


h  race-bred  5-valve  engine  technology,  you're  choosing  a  car  that  resonates  with  both  the  heart  and  the 
A/ell— poetry  in  motion,  if  you  will.  A  car,  in  short,  that  is  a  joy  to  lool<  at.  And  to  drive,  www.audiusa.com 


emblem  are  registered  trademarks  of  AUDI  AG.  ©2000  Audi  of  America,  Inc. 


Audi 


FOKU  ivtuiOK  oolVH^ANi  was  looKing  to  give  iis  250,000  employees  easier  access  to  core 
processes  from  wherever  they  happen  to  be.  Using  enterprise  software  from  Microsoft,  including 
Windows'^  2000  Server,  SOL  Server.™  Exchange  Server,  and  Office.  Ford  deployed  a  solution  that  helps 
users  connect  quickly  to  information  and  serx'ices  on  1,000  Intranet  sites  from  anywhere  in  the  world 
so  they  can  support  customers  and  securely  collaborate  with  their  colleagues  regardless  of  location.  iMitrini-»fo««jj>a»ta 

i- 

©  2001  Microsoft  Corporation.  All  rigtlts  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
The  names  of  aaual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


rhis  computer  is 
traveling  to  Dubai 
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Jnlil^e  its  owner, 

he  computer  witi  never 
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prise  software  from  Microsoft  lets  you  bring 
'ffce  with  you.  Connecting  a  mobile  workforce 
til  corporate  headquarters  is  easier  said  than  done. 

course,  that's  where  Microsoft®  software  can  help. 
3're  not  talking  about  people  merely  getting  e-mail.  This 
software  built  for  the  Internet,  allowing  you  to  manage 
re  processes-such  as  analyzing  sales  forecasts, 
'eraging  customer  information,  or  managing  inventory- 
lile  on  the  go.  The  "office"  will  never  be  the  same.  Visit 
crosoft.com/business  Software  for  the  Agile  Business. 


IVIl^y^^^yPPI  y^^'^  of  building  some  of  the  world's 

USA  most  innovative  cars  and  trucks,  Nissan  is  breaking 
new  ground  once  again.  This  time  in  Canton,  Mississippi,  with  the  construction 
of  a  brand-new,  leading-edge  assembly  plant.  This  plant  will  have  the 
capacity  to  build  some  250,000  Nissan  full-size  trucks,  full-size  sport 
utility  vehicles  and  the  next  generation  Nissan  minivan.  All  to  meet  the 


increasing  demand  for  Nissan  products  in  North  America.  Of  course,  along 
creating  some  of  the  world's  most  impressive  vehicles,  this  Nissan  plant  will 
create  an  impressive  number  of  jobs-potentially  4.000-as  well  as  pro 
a  catalyst  for  further  economic  development  in  Mississippi.  In  other  wc 
Mississippi's  helping  Nissan  leave  everyone  else  in  the  dust.  For  more  i 
mation  on  this  historic  partnership,  visit  www.mississippiandnissanj 


U.S.-built  Nissans  consist  of  domestic  and  globally  sourced  parts.  Nissan  is  a  Nissan  trademark.  ©2001  Nissan  North  America,  Inc. 
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42  Clotheslined 

Was  the  Carole  Little  clothing 
firm  wrecked  by  crooks  at 
GMAC?  Or  is  the  lender  itself 
a  victim?  Lawsuits  will  decide. 
By  Seth  Lubove 

44    Game  Theory 

The  battle  between  Sony  and 
Microsoft  isn't  just  about 
videogames.  It's  about  the 
fixture  of  the  Internet. 

By  Benjamin  Fulford 

52  Long-Distance 
Firedale 

Telcos'  troubles  are  good 
news  for  El  Paso,  which  has 
$2  billion  to  spend  on  leftovers. 
By  Daniel  Fisher 

62   Sole  Survivors 

Shaking  off  the  fall  of 
L.A.  Gear,  Robert  and  Michael 
Greenberg  have  made  an 
astounding  comeback  with 
Skechers.  Can  this  father-son 
act  keep  it  on  track? 
By  Melanie  Wells 

\  10  The  Unknown  Epidemic 

Drugmakers  are  gearing  up  to 
fight  a  malady  that  may  afOict 
25%  of  the  U.S. — or  may  not 
exist  at  all.  By  Mary  Ellen  Egan 


"It's  the 
Martha  Stewart 
approach  to 
hedge  fund 
marketing." 


Departments 

Editorial  Index  31 
Side  Lines 
Readers  Say 
Informer 
Follow-Through 
Flashbacks 


36 


39 
41 
116 


Fact  and 
Comment 

Other 
Comments 

Commentary 

Digital  Rules 

Thoughts 


OutFront 
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Quotes  &  Research 

1.  Enter  Company  or  fund 

I  Symbol 

2.  Choose  from: 


[  •  Quote 


Detailed  quotes  and  financial 
information  for  thousands 
of  stocks  and  mutual  funds. 


Monopoly  Index 

Monopolies  are  great ...  if  you 
are  a  shareholder.  Our  financial 
index  tracks  ten  companies  with 
dominant  market  power. 


MarketBrowser  Plus 

Use  this  powerful  research  tool 
that  puts  "quick-click"  access 
to  Forbes.com  on  your  desktop 
and  offers  unique  charting 
tools  to  track  investments 
and  monitor  competitors. 

Lifestyle 

Real  Estate 

The  Best  Lakefront  Homes. 

Who  needs  the  beach? 
Lakefront  homes  are  just 
as  beautiful  and  exclusive. 


Vehicles 

The  Perfect  Convertible.  Enjoy 
the  weather  in  a  1954  MG  IF. 
Travel 

City  Guide:  Milan.  Travel  to 
Milan,  a  seamless  mesh  of 
high  fashion  and  high  finance. 


8.06.01 

Shelf  Life 

Penelope  Patsuris 

Does  the  spectacular  flameout  of  Net  grocer  Webvan— 
which  filed  for  bankruptcy  in  July  after  burning  through 
super-chief  executive  George  Shaheen  and  nearly  $1  bil- 
lion—mean that  Web  grocers  are  at  a  dead  end? 

Hardly.  GroceryWorks,  a  new  collaboration  between 

Safeway  and  Tesco, 
the  biggest  grocer  in 
the  U.K.,  has  a  much 
better  chance.  Tesco 
started  selling  gro- 
ceries online  in  1995 
and  says  that  its  Web 
business  became 
profitable  in  1999.  Its 
secret?  Unlike  Web- 
van, which  spent 
hundreds  of  millions 
on  distribution  capac- 


n 


Ex-Webvan  chief  George  Shaheen. 

ity,  Tesco  picks  and  packs  groceries  from  its  own  stores. 
GroceryWorks  should  also  benefit  from  the  buying  power 
of  its  owners.  The  inability  to  make  high-volume,  low-cost 
purchases  was  a  critical  factor  in  Webvan's  failure. 

Stem-Cell  Stumble 

Matthew  Herper 

Scientists  at  Virginia's  Jones  Institute  for  Reproduc- 
tive Medicine  recently  revealed  that  they  created 
human  embryos  with  the  intent  to  destroy  them. 
Their  purpose:  to  harvest  embryonic  stem  cells. 

There  are  lives  at  stake,  one  way  or  another.  Many 
believe  that  stem  cells  could  help  cure  diseases 
ranging  from  Parkinson's  to  diabetes.  But  for  those 
who  believe  destroying  an  embryo  is  murder,  stem 
cells  are  tainted.  Either  way,  the  Virginia  scientists 
displayed  incredibly  poor  judgment  by  unnecessarily 
pushing  the  ethical  line.  After  all,  there  is  already 
enough  embryonic  tissue  available  from  fertility 
clinics,  and  the  only  obstacle  that  might  stop 
stem-cell  research  dead  is  a  government  ban. 

For  links  to  all  articles  cited  on  this  page, 
J  ,,j5j,    at  www.forbes.com/confents. 
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Shaking  off  the  fall  of  L.A. 
Gear,  Robert  and  Michael 
Greenberg  have  made  an 
astounding  comeback,  build- 
ing their  second  blockbuster 
company  in  two  decades.  But 
can  they  keep  it  together? 

The  Hedge  Fund  Folly 

Forget  the  hype.  They'll 
underperform  and  soak 
you  with  fees.  And  maybe 
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Forbes  Global 

Looking  Outward 
While  U.S.  appliance  makers 
have  been  busy  trying  to 
break  into  mainland  China 
China's  own 
Haier— the 
world's  sixth- 
biggest  maker 
of  large  appli- 
ances—is 
moving  in  the 
opposite  direction,  with  a 
new  plant  in  South 
Carolina,  an  American 
management  team  and  big 
visions  for  the  U.S.  market 


Haier  Chief 
Zhang  Ruimir 
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Fidelity  Private  Wealth  Management. 
For  our  most  affluent  investors,  success  is  a  team  sport. 


When  you  reach  the  point  that 
you  have  truly  complex  needs  and 
requirements  when  managing  your 
investments,  you're  ready  for  the 
Private  Wealth  Management  Group. 

We  take  a  unique  team  approach 
to  helping  you  manage  your 
portfolio.  The  advantage  is  clear: 
working  with  a  team,  you  draw 
from  a  wide  range  of  experience 
and  financial  expertise.  And  they 
become  familiar  with  your  portfolio, 
your  goals,  your  trading  habits,  your 


Your  own  dedicated 
account  team 

Insight  to  help  you 
manage  your  portfolio 

Make  an  appointment 
for  your  portfolio 
consultation  today. 
1-800-544-2862 


individual  preferences.  Your  account 
team  is  available  to  provide  you 
with  our  highest  level  of  service, 
insight  and  help  selecting  the 
solutions  for  your  portfolio,  8  am 
to  8  pm,  five  days  a  week. 

While  Fidelity  has  always  been 
known  for  providing  you  with  the 
teamwork,  technology  and  support 
you  need  to  see  yourself  succeeding, 
the  quality  of  the  relationship  for 
Private  Wealth  Management  clients 
is  something  you  can  actually  feel. 
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Stampede  The  sud- 
den inspiration  by  in- 
vestors that  they  could 
make  fabulous  returns 
in  hedge  funds  looks 
like  nothing  so  much  as 
a  stampede  of  buffa- 
los — right  over  a  cliff.  In 
their  story  on  page  70, 
Robert  Lenzner,  James 
M.  Clash,  Michael 
Maiello  and  Josephine  Lee  take  aim  at  the  operators  of 
hedge  funds.  I'd  like  to  put  the  spotlight  on  the  other  gu 
parties  to  this  slaughter — the  victims.  The  reason  Wall  Sti 
is  so  prone  to  bubbles,  manias  and  delusions  is  that  invest 
are  constantly  chasing  yesterday's  returns. 

The  phenomenon  came  into  focus  for  me  with  an  an 
sis  of  hot  mutual  funds  by  John  Chamberlain  of  our  Static 
Department.  Two  he  looked  at  were  PBGH  Technolog; 
Communications  and  Fidelity  Aggressive  Growth.  The  qi 
tion:  Did  these  make  money  for  investors  over  the  past 
years?  By  the  standard  analysis  of  fund  evaluators  (includ 
FORBES),  they  did  pretty  well.  PBGH  would  have  almost  d 
bled  your  money,  with  an  annual  return  of  13.7%.  The 
deUty  fund  was  up  1 1 .8%  a  year. 

This  computation,  which  is  known  as  a  time-weigh 
return,  assumes  something,  however:  a  hypothetical 
vestor  who  started  five  years  ago  and  stayed  put.  Wha 
fact  happened  to  the  dollars  entrusted  to  these  funds?  Pl| 
had  $2  billion  coming  in  (starting  assets  plus  net  purch 
during  the  period)  and  turned  that  pile  into  only  SI 
lion  of  ending  assets.  The  Fidelity  fund  made  investor 
billion  poorer.  The  statistic  that  captures  these  resul 
called  the  dollar-weighted  return.  It  was  -30.8%  for 
PBGH  fund  and  -17.6%  for  the  Fidelity  fund.  The  rec 
these  numbers  are  so  much  lower  than  the  performc 
numbers  usually  quoted  is  that  investors  stampeded 
these  funds  just  when  the  speculative  stocks  these  ft 
own  were  near  their  peaks. 

You  can't  blame  the  portfolio  managers  for  the  do 
weighted  returns.  They,  after  all,  don't  tell  customers  whc 
come  in  the  door.  We  will  continue  to  evaluate  perform 
by  the  traditional  measure  of  time-weighted  returns, 
there's  a  moral  for  investors:  Buy  a  fiind  with  a  long-i 
record  and  plan  on  staying  for  a  long  time.  Don't  stam 
into  the  hot  investment  strategy  of  the  moment, 
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Where  do  they  get  the  energy? 


100  million  transactions  every 
hour.  35  billion  dollars  every  day. 
The  business  of  Wall  Street  runs  on 

pure  nerve,  adrenaline  and  a 
constant,  reliable  flow  of  electricity. 

America's  economic  growth  has 
created  major  new  demands  on  our 
electricity  supply.  And  there  are  even 

greater  challenges  ahead.  With 
government  and  community  support, 
America's  power  companies  can 
build  the  generation  facilities  and 
transmission  lines  our  nation  needs, 
to  ensure  that  today's  business  has 
the  energy  to  keep  succeeding.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 


America's  Power  Source 


EDISON  ELECTRIC 
INSTITUTE 

www.eei.org 

)2001  by  the  Edison  Electric  institute.  All  rights  reserved.  Photo  courtesy  of  The  New  York  Board  oi  Trade. 
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READER 

Debating  the  Dutch 

The  fact  that  you  don't  support 
Dutch  euthanasia  policy  ("Dutch 
Death,"  June  11,  p.  40)  doesn't  ex- 
empt you  from  truthfully  reporting 
the  facts.  In  spite  of  dramatic  im- 
provements in  palliative  care,  eu- 
thanasia remains  a  regular  but  se- 
creted occurrence  in  many  countries, 
including  the  U.S.  The  Dutch  are  not 
afraid  to  debate  difficult  issues.  Al- 
most 30  years  of  open  discussion  re- 
sulted in  our  euthanasia  law,  which  is 
supported  by  more  than  85%  of  the 
population. 

The  law  mandates  that  euthanasia 
be  treated  as  a  criminal  offense  unless 
it's  carried  out  by  a  physician  with 
these  requirements  for  due  care:  The 
physician  must  be  convinced  the  pa- 
tient has  made  a  voluntary  request  to 
die;  the  physician  must  be  convinced 
the  patient's  suffering  is  unbearable, 
with  no  prospect  of  improvement;  the 
patient  knows  all  the  medical 
prospects;  physician  and  patient  are 
convinced  there  is  no  reasonable  alter- 
native; the  physician  has  consulted  at 
least  one  other  independent  physician 
who  has  seen  the  patient;  the  physician 
assists  the  death  witti  due  medical  care 
and  attention. 

Because  all  Dutch  residents  have  ac- 
cess to  health  insurance,  the  burden  of 
health  care  costs  plays  no  role  in  the 
consideration  of  euthanasia  requests  in 
the  Netherlands. 

lORISVOS 
Ambassador  to  the  U.S. 
Royal  Netherlands  Embassy 
Washington,  D.C. 

The  rules  may  be  one  thing,  but  how  your 
doctors  actually  behave  is  often  quite  an- 
other, as  even  your  own  government  has 
acknowledged  in  the  past.  — ED. 

The  Mommy  Factor 

Why  does  FORBES  persist  in  the  double 
standard  of  describing  the  number  of 
children  that  a  female  executive  has 
when  the  magazine  rarely  does  that 
with  a  male  executive?  ("The  World's 


The  Safety  CEO 

If  employee  safety  is  deemed  to 
be  minutiae,  I'm  all  for  chief  ex- 
ecutive officers  following  Paul 
O'Neill's  lead  ("Master  of  Minu- 
tiae," July  9,  p.  32).  Secretary 
O'Neill  enlightened  the  Alcoa 
organization  with  his  leadership. 
When  production  is  interrupted 
to  deal  with  worker  injuries, 
profits  and  shareholder  returns 
are  lost,  therefore  safety  im- 
provements translate  into  signif- 
icant savings.  When  the  chief  ex- 
ecutive leads  the  charge  on  a 
safety  program  it  not  only  sig- 
nals to  employees  that  the  pro- 
gram will  be  taken  seriously,  but 
that  management  cares  about 
them  as  people.  It  is  morally 
right  that  workers  go  home  in 
the  same  shape  in  which  they  ar- 
rived for  work,  and  it  is  to  the 
benefit  of  shareholders  that  they 
do  so.  It's  a  shame  that  some  of 
the  people  you  polled  just  don't 
get  it. 

THOMAS  M.  VAN  LEEUWEN 
Analyst 

Deutsche  Banc  Alex.  Brown 
New  York,  N.Y. 


Richest  People,"  July  9,  p.  122.) 

For  example,  you  refer  to  Swi 
den's  Antonia  Johnson  as  "Supe 
mom,"  and  "the  mother  of  foui 
Right  below,  another  billionaire,  Al] 
gail  Johnson,  is  the  "mother  of  twc 
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'he  Citi®  A'Advantage®  Business  Card  can  take  you  and  your  business  further.  You'll  receive  quarterly  and  annual  account  reports,  as  well  as  business 
iscounts.  And  since  American  Airlines®  has  the  most  travel  partners,  you'll  earn  miles  that  can  take  you  to  more 
estinations.  Even  to  the  world's  most  secluded  stretch  of  sand.  Miles  that  take  you  further.  In  business." 


To  apply  and  receive  7,500  bonus  miles,*  call  1-800-FLY-3000. 

Or  visit  aadvantagebusiness.citibank.com 
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irctiase.  Miles  are  earned  on  purchases  only.  The  maximum  number  of  Advantage  miles  you  can  earn  with  the  Citi'  Platinum  Select'  Advantage"  Business  Card  is  150,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan.  ■  Dec.  billing  statements), 
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change  the  AAdvantage  program  at  any  time  without  notice.  American  Airlines  is  not  responsible  for  products  or  services  offered  by  other  participating  companies.  For  complete  details  about  the  AAdvantage  program,  call  1-800-682-8880  or  visit  www.aa.com. 
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I  have  no  doubt  that  these  successh 
women  are  very  proud  of  their  childrei 
and  I'm  not  against  mentioning  apprt 
priate  familial  status  in  your  executiN 
profiles.  But  make  it  an  equitable  prat 
tice.  Perhaps  I  missed  the  reference  I 
"Bill  Gates,  father  of  tv^o"  or  "Superda 
Charles  Schwab." 

DOROTHY  KAUFFMA 
New  York,  N. 

Fortune  Teller 

In  your  description  of  Yahoo's  Jen 
Yang  ("The  World's  Richest  Pec  :  I 
July  9,  p.  116),  whose  wealth  had 
cently  dropped,  you  said, "...  still,  as  tl 
second-youngest  billionaire  at  age  32, 1 
has  time  to  rebuild  his  fortune." 

Yang  has  a  billion  dollars.  That  is 
fortune. 

SHAWN  W1LS( 
Chatsworth,  Cat 

Flip  Versus  Hold 

I  am  writing  to  correct  an  error  in  "Bu 
out  Buccaneer"  (July  23,  p.  64).  In 
FORBES  states  "Alec  buys  outfits  with  e 
uity  partners,  puts  little  money  down  ai 
often  flips  them  quickly." 

We  have  never  bought  a  compa 
with  an  equity  partner,  nor  do  we  oft 
flip  them  quickly.  In  fact,  we  still  ov 
most  of  the  35  companies  that  we  ha 
purchased  over  the  past  decade. 

ALEC  E.  GOR 
Chairm 
Gores  Technology  Gro 
Los  Angeles,  Ca 

Name  Game 

In  "Stone  the  Authors"  (July  9,  p.  54)  ■ 
incorrectly  spelled  the  name  of  the  a 
thor  of  Ben  Franklin's  12  Rules  of  Me, 
agement.  It  is  Blaine  McCormick. 

A  Casualty 

In  "This  Is  Value?"  (July  9,  p.  154)  we 
correctly  said  tliat  Ohio  Casualty's  stc 
yields  4.9%.  In  fact,  it  is  not  curren 
paying  a  dividend. 


Forbes 


Send  e-mail  to  readersis>forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Now  we've  made  paying  bills  online 
as  secure  as  paying  them  by  mail. 

:  4'      ^  Introducing  USPS  eBillPay. 


TEST  YOUR  MARKET  IQ 


WHAT  DOES  THE  T 
STAND  FOR  IN  THE  S&P  500? 


• 

1 

*Since  inception  in  1993.  the  SPDR  trust  has  distributed  oniy  one  capital  gain  of  $.09  in  1996.  For  more  complete  information  and  a  pros|i 
tus.  including  potential  risks,  on  SPDRs:  call  1-800-THE  AMEX  or  visit  www.amex.com.  Read  the  prospectus  carefully  before  you  inw 

SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  that  an  invest! 
shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  resi 

ALPS  Distributors.  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Poors;"  S&P  t 
500. "  'Standard  &  Poor's  Depositary  Receipts'"  and  '  SPDRs  '  are  trademarks  of  The  McGraw-Hill  Companies.  Inc..  and  have  been  licensed  fori 
by  PDR  Services  LLC  and  The  American  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&R  a  division  of  The  IVIcGlj 
Hill  Companies.  Inc.,  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©  2001  The  American  Stock  Exchal 
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If  you  said  "and,"  you're 
ready  to  invest  in  Spiders. 


If  you're  looking  at  different  ways  to  invest  in  the  S&P  500 
Index."  you'd  be  smart  to  weigh  them  against  Spiders. 
Spiders  are  the  best  parts  of  a  stock  and  a  mutual  fund 
combined.  Each  Spider  share  you  buy  is  a  portion  of  the 
whole  basket  of  S&P  500®  stocks,  just  like  a  traditional 
index  fund.  And  with  Spiders,  the  management  fees  and 
capital  gains  taxes  are  very  low*  You  can  buy  and  sell 
them  throughout  the  day  like  a  stock,  paying  ordinary 
brokerage  commissions.  Spiders  are  easy-in-easy-out, 
too;  you  can  sell  anytime  without  a  penalty  A  stroke  of 
genius,  if  we  do  say  so  ourselves.  Spiders  (SPY)  are 
one  of  100  different  Exchange  Traded  Funds  listed  on 
The  American  Stock  Exchange.  Why  not  collect  all  of  them? 
Talk  to  your  broker  or  financial  advisor.  Or  to  get  more 
details  call  1-800-THE  AMEX  or  visit  www.amex.com. 


Listed  on 

The  American 
Stock  Exchange^ 


Managed  by 

SSfA. 


State  Street  Global  Advisors 
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True  Value 


►  The  family  of  oil  and  ranching  baron  H.A.  (Dave)  True  Jr., 

one  of  Wyoming's  richest  men  when  he  died  in  1994  at  age  78, 
grossly  undervalued  assets  for  gift  and  estate  taxes,  the  U.S.  Tax 
Court  says  in  a  336-page  ruling.  The  court  held  that  True,  his 
wife  and  his  executor  wrongly  used  arbitrary  family  "buy- 
seU"  agreements,  instead  of  proper  fair  market  appraisals,  to 
value  several  hundred  million  dollars  of  assets  for  three  True 
sons.  Final  tax  bill,  including  hefty  penalties,  is  unclear.  An 
appeal  wouldn't  be  surprising;  for  decades  the  Casper-based 
Trues  have  litigated  taxes,  with  mixed  results. — Janet  Novack 

Hope  for  Bill  Clinton 

►  Fearing  subpoenas,  many  gov- 
ernment officials  no  longer  keep  di- 
aries. Professors  James  D.  Miller  of 
Smith  College  and  Lixin  Gao  of  the 
University  of  Massachusetts  offer  a 
solution.  As  words  are  written,  they 
are  encoded  with  a  computer-se- 
lected key  beyond  the  reach  of  the 
diarist  or  any  grand  jury.  The  length 
of  this  string  of  numbers  is  chosen 
so  that  over  time — say,  the  period  in 
a  statute  of  limitations — the  growth 
in  computing  power  makes  the  key 
crackable,  and  the  author  can  re- 
trieve his  words.  — J.N.  and  W.P.B. 

Belize  It  or  Not 

►  The  U.S.  government  sought  to 
freeze  a  $2  million-plus  bank  ac- 


count, belonging  to  one  James  Gibson,  in  the  tin 
Central  American  country  of  Belize .  He's  ciu 
rently  in  a  U.S.  jail  facing  federal  charges  in  Eai 
St.  Louis,  111.  of  swindling  senior  citizens  out( 
more  than  $50  million.  Supposed  authority  fc 
the  request:  the  U.S.-Belize  Mutual  Legal  Assii 
tance  Treaty.  Oops!  Turns  out  that  the  U.S.  Sen 
ate  hasn't  yet  ratified  the  pact.  No  approval,  ni 
ft-eeze,  the  Belize  Supreme  Court  just  ruled,  re 
buffing  local  prosecutors  who  said  they  wei 
acting  on  behalf  of  Yankee  lawmen.  — W.P.I 

Next:  Mortality  Table  for  Rat; 

►  A  sizzling  topic  in  the  law  this  summer:  tal< 
ing  care  of  Fido  after  you're  history.  "Estal 
Planning  for  Pets,"  blares  the  cover  story  in  th) 
montli's  issue  of  the  American  Bar  Associationj 
Probate  &  Property.  An  article  in  the  ne- 
Journal  of  Accountancy  ponders,  "When  the  Client  Wants  t 
Leave  It  to  the  Cat."  Then  there's  the  bill  just  introduced  in  Coi|j 
gress  by  Representative  Earl  Blumenauer  (D-Ore.).  The  measui 
would  authorize  charitable  remainder  trusts  for  pets  and  .ku 
ally  recognize  these  trusts  for  tax  purposes.  — J.N.  and  W  P. 

Here's  a  Better  Name:  Dumbwater 

►For  several  months  labels  of  Glaceau  Smartwater,  a  bottled  wati 
produced  by  Energy  Brands,  were  riddled  with  typos.  The  apo; 
trophe-challenged  first  line:  "You  think  your  so  smart?"  Lat< 
misspelled:  the  word  electrolyte.  For  some  reason  the  Ne 
York-based  company  and  its  flacks  give  wildly  conflicting  e: 
planations  for  these  snafus.  — Victoria  Murpl 


Rosy  Expectations  Versus  Sad  Reality 


As  pension  plan  investment  performance  can  vary  widely  from  year  to  year,  accounting 
rules  allow  companies  to  set  and  use  a  long-term  annual  "expected  return"  rate  in 
making  funding  calculations.  But  financial  statement  footnotes  must  also  reveal  the  year's 
actual  return— not  a  great  comparison  in  2000  for  many  leading  businesses.  —W.P. 


COMPANY 

PENSION  ASSETS 
($BIL) 

EXPECTED 
RETURN 

ACTUAL 
RETURN 

AT&T 

$2L9 

8.3% 

4.6% 

'  American  International  Group 

0.4 

8.7 

3.9 

IBM 

44.6 

8.6 

3.1 

General  Electric 

49.8 

7.5 

2.6 

Ford  Motor 

39.8 

8.0 

2.4 

Verizon  Communications 

55.2 

7.9 

2.2 

Citigroup 

8.5 

8.8 

1.2 

SBC 

40.8 

6.9 

0.2 

Bank  of  America 

8.7 

10.1 

-1.7  ; 

Philip  Morris 

10.3 

8.3 

-3.6 

i    Sources:  Annua}  reports. 

i 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything 


Shaquille  O'Neal  has  the  size,  the  agility  and 
the  determination  to  be  an  unstoppable  force, 
jt  the  things  that  make  him  the  best  in  basketball 
Dn't  ensure  success  in  other  endeavors. 

The  same  applies  to  you.  Whether  you're  the  CEO 
■  the  head  of  IT,  you  know  managing  a  mission-critical 
'eb  operation  is  a  complex  and  costly  undertaking 
id  not  one  you  want  to  do  alone. 

This  is  where  we  come  in.  We're  Digex,  and  managed 
'eb  hosting  is  what  we  do.  In  fact,  Gartner  Group 
St  listed  us  as  a  leader  in  the  industry.* 

We  have  proven,  engineered  solutions  for  your 
)re  infrastructure;  we've  set  the  benchmark  with 
andard  10-day  installs.  We  also  specialize  in  complex 


solutions  to  address  your  particular  business  needs. 

Our  controls  for  security,  change  management,  and 
availability  were  tested  by  Ernst  &  Young,  with  results 
of  the  examination  reported  in  its  SAS  70  Type  II 
report.** 

We  monitor  our  customers'  global  e-Business  from 
a  central  location  with  one  set  of  experts  who  oversee 
all  operations.  And,  perish  the  thought,  should  a 
major  catastrophe  occur,  we  can  and  will  transfer  all 
monitoring  operations  to  a  backup  data  center  in 
minutes. 

Alt  of  which  should  be  reason  enough  to  visit  us  at 
digex.com/proven  or  call  1-800-455-2968  ext.  920. 
Now  is  a  good  time. 

Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


FOLLOW-THROUGH 


EDITED  BY  SUSAN  ADAIyli 


NOVEMBER  27.  2000 


A  New  GE  Strategy 

JUST  AFTER  JACK  F.  WELCH  ANNOUNCED  HIS  PLANNED  $42  BILLION  ACQUl 
sition  of  Honeywell  last  October,  we  wrote  that  the  deal  could  get  derails 
by  European  trustbusters.  In  July,  of  course,  European  Union  regulators  dh 
just  what  we  predicted,  blocking  the  takeover  because  of  fears  of  dominanc 
in  the  aircraft  engine  and  avionics  business.  Now,  GE  plans  to  appeal.  Rea 
son?  A  favor  from  Jack  Welch  to  his  old  friend,  Honeywell  boss  Lawrenc 
Bossidy.  The  appeal  would  block  rival  takeover  bids  for  a  year. 

Bossidy  has  told  Honeywell's  top  staff  that  a  bid  from  United  Technolc 
gies  in  particular  would  be  "most  unwelcome."  Meanwhile,  the  GE-Hone> 
well  merger  agreement,  which  runs  through  November,  will  be  loosened  t 
permit  Bossidy  to  raise  cash  by  selling  $2.5  billion  in  materials  and  chemica 
operations  that  were  slated  for  sale  before  the  GE  bid.  — Howard  Bant> 


APRIL  17.  2000 

Have  a  Heart 

MORE  THAN  A  YEAR  AGO  FORBES  SAW 
the  potential  in  the  AbioCor,  the  first 
totally  internal  artificial  heart.  In  early 
July  it  made  headlines  when  it  was  im- 
planted in  a  man  in  his  50s  in  Louis- 
ville, Ky.  Manufacturer  Abiomed's  stock 
is  up  16%  since  our  story,  to  a  recent 
$22;  the  Nasdaq  Biotech  Index  fell  16% 
over  the  same  period.  But  even  if  the 
AbioCor  works  perfectly,  Abiomed 
faces  competition  from  companies  that 
make  assist  devices  that  work  with  pa- 
tients' natural  hearts  by  taking  over 
part  of  the  pumping  function. 

— Zina  Moukheiber 

MARCH  5.  2001 


Tough  Day 
At  the  Office 


MARK  DIXON,  A  BRITISH  ENTREPRENEUR, 
climbed  onto  our  billionaires  list  this 
year  with  his  $1  billion  stake  in  Regus,  a 
U.K.-based  company  that  leases  office 
space  to  such  multinationals  as  Coca- 
Cola,  IBM  and  Intel.  Scratch  him.  The 
stock  has  tumbled  since  our  story.  In  July 
the  company's  diminished  value  was 
halved  in  a  single  day  after  Regus  con- 
fessed that  it  would  only  break  even  this 
year  due  to  falling  occupancy  rates,  par- 
ticularly in  the  U.S.  Dixon's  stake  is  now 
worth  $184  million.  — Leigh  Gallagher 


MAY  20.  2001 

Hammered 

WE  SAID  THAT  THE  MANAGEMENT  OF 
TruServ,  the  nation's  hardware  cooper- 
ative for  7,700  retail  stores  operating 
under  the  True  Value  moniker,  had 
burned  its  members  and  deserved  a 


shakeup.  That  happened  in  July,  whe 
the  board  dumped  TruServ  Chief  E> 
ecutive  Donald  Hoye  and  put  th 
board  chairman  in  charge  on  a  tempc 
rary  basis.  TruServ  isn't  out  of  th 
woods  yet.  Banks  have  put  caps  o 
borrowing  while  the  co-op  restruc 
tures  its  debt.  — Mark  Tat^ 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/MAY  I,  1926 

Fight  Your  Instincts  Even  a  bear  market  has 

its  silver  lining.  If  we  may  liken  a  bull  market  to  a  ship  that  is  delib- 
erately sailing  into  a  sform  area  where  the  danger  is  momentarily  in- 
creasing, a  bear  market  may  be  likened  to  a  ship  that  is  being 
steered  out  of  the  dangerous  storm  area  into  safer  and  calmer  seas. 
If  the  investor  keeps  this  in  mind  he  will  not  be  afraid  to  purchase 
sound  stocks  on  bargain  days— and  he  won't  be  frightened  into  sell- 
ing them  later. 

50  YEARS  AGO  IN  FORBES/AUGUST  I.  1951 

Early  Retirement  College  students  taking  on  temporary  jobs  with  Weirton  Steel  Co.  ft 
summer  to  help  eke  out  tuition  money  are  giving  notice  early  this  year.  Reason:  taxes.  If  a  student  ear 
more  than  $500  he'll  have  to  pay  an  income  tax,  and  the  "old  man"  won't  be  able  to  claim  him  as  a  depe 
dent  So,  most  of  the  youngsters  are  "retiring"  earlier  than  usual. 
Today,  full-time  students  under  age  24  can  be  claimed  as  dependents  no  matter  how  much  they  earn.  £ 
students  who  earn  more  than  $4,550  must  pay  income  taxes.  That's  more  than  the  1951  limit  of  $500,  whi 
would  be  worth  $3,400  today 

25  YEARS  AGO  IN  FORBES/JULY  I,  1976 

Another  Venture  Capital  Flop  Remember  the  venture  capital  funds  that  we 

going  to  make  every  man  a  small-scale  Rockefeller?  They  fueled  the  Walter  Mifty  dreams  of  thousands  of 
vestors.  And  they  were  a  disastrous  flop,  costing  thousands  of  investors  tens  of  millions  of  dollars,  h 
even  the  1975-76  bull  market  was  able  to  revive  them.  If  you  had  bought  Rand  Capital  Corp.  shares  wh 
issued  in  1971  at  $6.85,  you  would  own  $1.90  stock  today.  Fundamentally,  venture  capital  simply  isn' 
game  that  everybody  can  play.  It  means  building  businesses,  which  takes  time  and  patience.  That's  a  spe 
ulator's  game,  not  an  investor's. 
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INTEGRITY.    THAT'S    A    GOOD  POLICY 


There  are  some  things  in  life  that  can  only  be  earned.  Some  things  that  can  only  be  felt  by  looking  in 
someone's  eyes.  Since  1912,  we  at  Kemper  Insurance  have  been  honoring  our  commitments,  day  by  day, 

claim  by  claim.  It  is  with  a  great  sense  of  responsibility  that  we  offer  protection  for  those  things  most 
valuable  to  you,  whether  it's  your  business,  auto  or  home.  And  with  every  customer  we  serve  comes  the 
belief  that  the  other  asset  we  must  preserve  is  our  word.  For  more,  call  your  independent  Kemper 
Insurance  agent  or  broker,  visit  us  at  www.kemperinsurance.com  or  call  toll  free  1-866-2KEMPER. 


((Kemp 

^^-^    Insurance  ( 


Companies 


The  policies  that  matter" 
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THE  WORLD  HAS  CHANGED. 


The  clear  line  between  business  strategy  and  technolog 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy 


The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect  to 
execute,  upgrade  and  innovate  constantly. 


And  they  find  great  people 


YOU  NEED  GREAT  PEOPLE. 

People  who  can  move  easily  between  concepts  of 
technology  and  concepts  of  business. 

People  like  Pete  Martinez. 

And  thousands  of  other  strategic  consultants  at  IBM  who 
provide  concrete  business  models,  focused  strategies 
and  real-life  solutions  for  companies  in  dozens  of  industries. 

Including  yours. 


BM  Business  Consultants.  Ask  for  strategy  at  (800)  IBM-7080. 


PEOPLE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 


ibm.com/services/strategy 


C>  WRQ 


IN  THE  INFORMATION 


INTEGRATION  WORLD, 
YQUiCAN  BE  THE  HERO. 


WRQ  makes  complex  legacy  systems  work  with  the  latesi 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employee 
customers  and  business  partners  who  need  it.  Either  wa^ 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 


Give  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/tierofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


WRQ  reflection' 
©WRQ  /erastream^ 


©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Inc., 
in  the  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 


FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-Chief 
"With  all  thy  getting  get  understanding" 


POISON  FOR  PROSPERITY 


IE  LIST  OF  THE  INTERNATIONAL  MONETARY  FUND'S  FAILED 
)erations  goes  on  and  on.  The  IMF  routinely  harms  its 
ents  more  than  it  helps  them:  Its  policies  have  led  to  disas- 
rs  in  Mexico  (1994),  the  Pacific  Rim  (1997),  Russia  (1998) 
id  Turkey  (early  this  year),  with  disasters  looming  in  Brazil 
id  Argentina  as  well.  Treasury  Chief  Paul  O'Neill  now  has  a 
lique  opportunity  to  do  something  truly  useful,  nay,  ab- 
lutely  necessary — overhaul  the  IMF.  Yes,  there  is  new  per- 
nnel  at  the  top,  but,  alas,  there  is  no  sign  these  folks  will 
uch  change  the  way  this  misbegotten  institution  operates. 

Reforms  are  vital.  The  global  economy  is  hurting  and  the 
S.  economy  is  in  recession.  Economic  troubles  can  lead  to 
)litical  troubles,  as  the  last  century  bloodily  demonstrated. 

The  IMF  remains  addicted  to  currency  devaluation, 
lich  invariably  retards  economic  recovery  and  growth.  De- 
luation  means  inflation,  capital  flight  (and  who  wants  to 
Id  a  depreciating  currency?),  increased  cost  of  capital,  de- 
oyed  savings  and  a  lower  standard  of  living. 


The  IMF  also  routinely  advocates  increasing  taxes,  which 
is  like  teUiug  famine  victims  to  go  on  a  diet. 

As  a  growing  number  of  independent  observers  note,  this  in- 
stitution is  ultimately  in  the  lending  business,  which  is  why  use- 
ful reforms  such  as  financial  system  transparency,  the  depoHti- 
cizing  of  banks,  etc.,  rarely  go  very  far. 

O'NeiLl  and  the  Bush  Administration  should  emphatically 
insist  that  the  IMF  encourage  its  clients  to  operate  in  accor- 
dance with  five  basic  principles:  the  rule  of  law,  sound  money, 
low  taxes,  minimal  government  interference  in  the  setting  up 
and  running  of  businesses,  and  the  removal  of  trade  barriers. 
To  hammer  home  the  point,  Congress  could  add  a  provision 
that  IMF  bureaucrats  and  economists  be  paid  in  the  curren- 
cies of  the  countries  they  advise,  not  in  tax-free  dollars  as  they 
currently  are;  in  addition,  they  should  be  forced  to  pay  in- 
come taxes  at  the  effective  rates  in  those  countries. 

Does  O'Neill  have  the  fortitude  and  intellectual  stamina 
to  break  this  destructive  status  quo? 


LAWYERS'  BILL  OF  RIGHTS 


JCE  MORE  HEALTH  CARE  IS  BECOMING  A  GROWING  BUR- 
n  on  the  U.S.  economy.  This  albatross  is  about  to  get  even 
avier  with  the  likely  passage  of  the  so-called  Patients'  Bill 
Rights,  a  euphemism  for  a  lawyers'  bill  of  rights.  The  cost 
the  American  consumer  wUl  be  destructively  high. 

Make  no  mistake,  this  legislation  is 
nultibilUon-dollar  payoff  to  the  in- 
'asingly  powerful  trial  bar.  Almost 
eryone  agrees  that  patients  should 
ive  automatic  access  to  emergency 
im  services,  independent  reviews 

they  wish)  of  their  HMO  treat- 
;nt,  and  specialists  who  are  not  part 

the  HMO.  Most  everyone  also 
ees  that  patients  should  be  able  to 
'  an  HMO  if  an  independent  board 
medical  experts  agrees  that  a  par- 
jlar  diagnosis/treatment  was  faulty. 

The  real  battle,  though,  is  over  . 
1 1  ether  trial  lawyers  should  be  able 

I  feast  off  health  care  the  way  they  have  other  sectors  of  the 
)nomy.  For  instance,  these  lawyers  want  a  patient  to  be  able 
I  sue  before  a  case  goes  to  a  medical  review  board.  If  a  pa- 
I  at/plaintiff  doesn't  get  enough  money  suing  in  a  state 
1  irt,  attorneys  want  to  make  it  easy  for  the  plaintiff  to  take 


the  case  to  federal  court.  And,  of  course,  these  litigators  op- 
pose caps  on  awards.  Despite  pious  protestations  to  the  con- 
trary, they  want  to  get  their  paws  into  the  deep  pockets  of 
companies  that  offer  health  care  plans  to  their  workers.  The 
bill  Congress  is  mulling  over  states  that  companies  can't  be 
sued  unless  they  get  directiy  involved 
in  health  care  decisions.  But  skilled 
litigators  will  crash  through  that 
"barrier"  the  way  a  bulldozer  would 
a  paper  fence.  Trial  lawyers  protest- 
ing that  they  are  not  interested  in 
looting  corporate  America  over 
health  care  are  about  as  believable  as 
vultures  claiming  to  be  vegetarians. 

Notice  that  congressional  Dem- 
ocrats, the  supposed  friends  of  the 
downtrodden,  are  not  even  pre- 
tending to  do  anything  about  the 
40-plus  million  Americans  who  are 
without  health  insurance. 
The  entire  debate  is  perverse.  Emphasis  should  be  on 
putting  the  patient — not  employers  and  third  parties — in 
charge  of  health  care  resources.  Instead  of  a  Patients'  Bill  of 
Rights,  how  about  a  Patients'  Declaration  of  Independence? 
This  is  what  Medical  Savings  Accounts  are  supposed  to  be 
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about,  with  consumers  controlling  the  purse  strings  for  rou- 
tine medical  expenses  and  choosing  the  insurance  plan  that 
best  suits  their  needs.  But  MSAs  have  been  severely  hobbled 
by  mandates  such  as  grotesquely  high  minimum  deductibles 
and  arbitrary,  restrictive  rules  that  determine  which  compa- 
nies are  allowed  to  offer  MSAs  to  their  workers. 

Consumers  should  be  able  to  choose  plans  and  policies 
that  work  for  them.  So  should  seniors  on  Medicare.  There  are 


several  first-rate  proposals  in  Washington  that  would  achiev 
these  goals,  but,  naturally,  they  are  languishing. 

We  have  a  health  care  crisis  because  of  the  way  health  can 
is  financed.  When  customers — whether  they  be  patients,  parent 
of  kids  in  -school  or  those  who  use  the  post  office — are  not : 
charge  of  a  service,  severe  problems  result.  The  growing  demant 
for  health  care  should  be  an  opportunity  for  more  efficient  service 
and  better  medicines  and  procedures  at  a  more  affordable  cos 


WHAT  IS  THIS  70/2  NUMBER,  ANYWAY? 


CONGRESS  SHOULD  GET  RID  OF  THIS 
vestige  of  age  discrimination:  laws  com- 
pelling people  to  start  pulling  money 
out  of  their  IRA,  401  (k)  or  Keogh  plans 
by  age  70^.  This  forced  draw  on  pen- 
sion assets  can  play  havoc  with  tax  plan- 
ning. In  fact,  it  is  simply  a  ploy  by  Uncle 
Sam  to  exact  income  taxes  on  assets  ac- 
cumulated by  the  elderly.  Mandatory 
withdrawals  should  be  abolished;  peo- 
ple should  be  able  to  take  the  money 


Saxton:  You,  not  Uncle  Sam,  make  the  decision. 


out  when  they  want  it  or  need  it. 

There  is  probably  some  explanatio 
for  Congress'  having  arrived  at  age  70 
in  the  first  place,  or  at  age  591^  for  whe 
people  are  first  allowed  to  take  pay 
ments  from  their  plans.  At  any  rate,  th 
bit  of  federal  nannyism  serves  no  usefi 
purpose  and  should  be  prompdy  eutl- 
anized.  Representative  Jim  Saxto 
(R-N.J.)  has  proposed  a  bill  that  woul 
do  just  that  with  regard  to  IRAs. 


DEUTSCHLAND  DID  IT  WRONG 


The  German  Empire— by  Michael  Stiirmer  (Modern  Library, 
$19.95).  Concise,  information-packed  history  of  imperial  Ger- 
many, from  its  creation  in  1870  to  its  coUapse  in  the  aftermath 
of  WWI,  that  makes  one  acutely  aware  of  the  what-might- 
have-beens.  Germany  had  a  vigorous,  creative  culture;  its 
world-class  universities  were  admired  and  emulated  in  the  U.S.; 
its  scientists  were  remarkably  inventive.  Germany 
enjoyed  a  social  mobility  matching  Britain's  and 
Belgium's — only  the  U.S.'  was  greater.  The  German 
parliament  was  gradually  gaining  strength,  and  Bis- 
marck had  instituted  Europe's  first  welfare  state. 

Alas,  Kaiser  Wilhelm  II  and  his  post-Bismarck 
chancellors  threv/  it  all  away.  Great  Britain  was  gra- 
tuitously alienated  by  Germany's  misbegotten  chal- 
lenge to  its  naval  supremacy.  Ties  with  Russia  were 
ruptured,  pushing  the  despotic  Czar  to  conclude  an 


ever-closer  alliance  with  republican  France.  Even  with  all  thi 
the  Great  War  would  not  have  been  inevitable  were  it  not  ft 
the  reckless  diplomacy  of  the  Kaiser  and  his  ministers  in  191 
Allied  blunders  at  the  Paris  Peace  Conference  in  1918-1919  s- 
the  stage  for  the  Weimar  Republic's  failure  and  what  followed 
Fortunately  today  Germany  is  a  strong  democracy.  Tf 
difficulties  of  incorporating  formerly  communi 
East  Germany  will  not  undermine  the  liber 
foundation  Konrad  Adenauer  and  the  Allies  laj 
after  WWII. 

Excerpt  One  day  a  colonial  adventurer  came  to  in 
press  upon  Bismarck  the  need  to  catch  up  wu 
France  and  Britain  and  to  stake  out  German  clain 
in  Africa.  "Your  map  of  Africa  is  very  nice, "  Bisman 
said.  "But  there  is  France,  and  here  is  Russia,  at 
we  are  in  the  middle,  and  that  is  my  map  of  Africa 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  msdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Olives-"W"  Hotel,  201  Park  Ave.  South,  at  17th  St  (Tel.:  353- 
8345).  Delicious  fare  in  a  chic,  contemporary  space.  For  starters 
try  the  brick-oven-roasted  black  mission  figs  stuffed  vsdth  Gor- 
gonzola  and  prosciutto  in  a  walnut  vinaigrette  and  the  crisp  soft- 
shell  crab  in  a  Parmesan  crust  with  a  semolina  com  pancake.  For 
main  courses  try  the  tender  veal  agnolotti  with  prosciutto, 
Parmesan  and  white-truffle  butter;  and  the  wood-grilled  lamb 
T-bone  and  braised  lamb  shank  burger  with  creamy  goat  cheese 
polenta,  minted  peas  and  tomato  salad.  The  desserts  are  divine. 


C  Ouest-2315  Broadway,  at  84th  St.  (Tel.:  580-8700).  Ne 
spot  with  lots  of  hype,  but  it  needs  to  iron  out  some  wrinkle 
Service  is  disorganized  and  slow,  and  the  food  is  greatly  di 
appointing.  It  all  sounds  good,  but  it's  better  to  go  est  for  no 
•  Clove-24  East  80di  St.  (Tel.:  249-6500).  About  two  mont 
old.  Clove  has  an  undoubtedly  happy  future.  Some  favorite 
roasted  beets  with  cress,  blue  cheese  and  walnuts;  and  bi 
termilk-and-lavender  fried  chicken  breast  with  frise 
peaches  and  mashed  potatoes.  Don't  skip  the  desserts. 


32     FORBES  -  August  6,  2001 


Biotechnology 
is  helping  him 
protect  the  land 
and  preserve  his 
family's  heritage. 


"I'm  raising  a  better  soybean  crop  that 
helps  me  conserve  the  topsoil,  keep 
my  land  productive  and  help  this  farm 
support  future  generations  of  my  family." 

— Rod  Gangwish,  farmer 

Biotechnology  is  helping  Rod  Gangwish 
to  grow  a  type  of  soybean  that  requires 
less  tilling  ol  the  soil.  That  helps  him 
preserve  precious  topsoil  and  produce 
a  crop  with  less  impact  on  the  land. 
Preserving  topsoil  today  means  a 
thriving  farm  for  generations  to  come. 

Biotechnology  allows  farmers  to 
choose  the  best  combination  of  ways  to 
help  grow  their  crops.  It  helps  cotton 
farmers  use  fewer  chemicals  to  protect 
their  crops  against  certain  pests.  And, 
It's  helping  provide  ways  for  developing 
countries  to  better  feed  a  growing 
population.  And,  in  the  future,  it  can 
help  farmers  grow  better  quality,  more 
nutritious  food. 

Biotechnology'  is  also  enhancing  lives 
in  other  ways,  helping  to  create  more 
effective  treatments  for  diseases  such 
as  leukemia  and  diabetes. 

Biotechnology  is  helpmg  create  solu- 
tions that  are  improving  lives  today, 
and  solutions  that  could  improve  our 
world  tomorrow.  If  you're  interested  in 
learning  more,  visit  our  Web  site  or  call 
the  number  below  for  a  free  brochure 
about  biotechnology  and  agriculture. 


Council  For 
Biotechnology 
i  nformation 

good  ideas  are  growing 

1-800-980-8660 
www.whybiotech.com 
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That's  what  they  call  Duke  Energy  in  Tasmania - 

fair  dinkum  -  the  real  thing,  the  original  article.  Honest.  True. 
They  respect  Duke  Energy's  guts  -  opening  up  a  new  market 

by  building  a  pipeline  from  mainland  Australia  to  its  island  state. 
Not  just  any  company  would  mount  that  expedition. 

But  then,  not  just  any  company's  committed  to  growing 

arket  share  m  key  worldwide  markets. 

.  e  not  waiting  for  regions  like  Tasmania 
sveiop  energy  markets.  We're  creating  those  markets. 

We're  generating  a  new  source  of  energy. 


?y  of  'to  now.  In  Tasmania,  we're  digging 


It  looks  like  we're  building  a  natural  gas  pipeline. 
But  we  know,  as  the  Tasmanians  know,  it's  more  than  that. 
We're  cultivating  a  future.  Creating  jobs. 


Duke 

Energy^ 


we  generate  what's  next"" 
wmaimssimmammgmmiBaiaammmBmiA 


OTHER  COMMENTS 


Nothing  is  easier  than  spending  the  public  money.  It  does  not  appear 
to  belong  to  anybody.  The  temptation  is  overwhelming  to  bestow  it  on  somebody. 

^CALVIN  COOLIDGE 


Doublespeak  However  eagerly  politicians  might  talk 
about  reforming  the  IMF,  calling  it  to  account  is  difficult.  The 
incentives  are  all  wrong.  We  are  dealing  with  an  outfit  that  has 
no  clearly  defined  mission  and  about  $136  billion  in  usable 
capital,  which  can  easily  be  leveraged  into  vastly  larger  IMF- 
led  projects.  Some  of  this  money  is  tied  up  in  old  rescue  pack- 
ages and  a  multitude  of  meddlesome  IMF  forays  into  the  gov- 
erning of  some  60  nations  that  are  currently  drawing  on 
funds.  That  still  leaves  about  $92  billion  of  available  capital  for 
whatever  projects  the  Fund  next  fancies.  For  the  U.S.,  which  as 
the  largest  single  contributor  to  the  IMF  wields  the  greatest  in- 
fluence over  it,  this  kind  of  loose  change  has  too  often  proved 
a  tempting  off-budget  slush  fund.  And  with  183  member  na- 
tions in  the  IMF,  it's  easy  not  only  to  spend  the  buck,  but  to 
pass  it.  When  everyone  is  to  blame,  no  one  bears  responsibility. 

—CLAUDIA  ROSETT, 
Wall  Street  Journal 

Right  This  Wrong  Forty-two  million  Americans  have 
no  health  insurance  coverage.  Those  who  do  have  little  free- 
dom and  few  choices  about  the  health  care  they  receive.  The 
resulting  frustrations  are  boiling  over  on  Capitol  Hill.  But  the 
so-called  Patients'  Bill  of  Rights  is  not  the  answer.  The  real  so- 
lution is  not  to  expand  the  size,  scope  and  cost  of  government 
but  to  expand  individual  freedom  to  choose  alternatives. 

Why  doesn't  someone  in  Congress  propose  a  "Patients' 
Declaration  of  Independence?"  Congress  [should]  give  every 
American  more  freedom  to  choose  doctors  they  trust,  spe- 
cialists they  need  and  prescription  drugs  they  can  afford. 
True  security  comes  from  having  true  freedom — not  simply 


He  passed  away  last  week.  Can  I  give  him  a  message?" 


the  freedom  to  sue  a  health  care  provider  but  the  freedom  t 
choose  a  different,  better,  more  responsive  health  cai 
provider  to  begin  with. 

— ^ART  LINKLETTER,  United  Seniors  Associatio 

The  Democrats'  Patients'  Bill  of  Rights  gives  tender  loving  care  I 
the  Association  of  Trial  Lawyers  of  America,  which  donate 
$3,637,450  in  die  2000  election,  90%  to  Democrats.  While  the 
attorneys  could  sue  HMOs  for  profit,  the  uninsured  would  g 
nothing.  For  them,  this  measure  is  a  Patients'  Bill  of  Wrong 
House  Republicans  should  pass  a  competing  Patients'  Declari 
tion  of  Independence  to  empower  both  uninsured  and  insun 
Americans  with  tax-fi-ee  funds  to  choose  fi-om  among  expan 
health-care  choices.  A  Patients'  Declaration  would  allow  indivii 
uals  to  deduct  100%  of  their  health  insurance  premium  fro 
their  taxes.  Companies  already  do  so  while  the  self-employed 
write  off  60%  of  insurance  costs.  This  new  deduction  would  he 
employees  flee  HMOs,  if  they  wish,  for  more  desirable  plans 
tax  aedit  against  tax  liabilities  would  be  an  even  more  powerf 
tool  to  help  Americans  opt  out  of  their  employers'  health  plan 
The  GOP  House  should  remember  those  the  Democrat 
Senate  ignored. 

— DEROY  MURDOCK,  National  Review  Onli 

Not  Fated  Pre- 1914  Europe  was  not  on  a  one-way  road 
disaster;  all  was  not  doom  and  gloom.  The  Germans  and  t 
British  not  only  managed  jointly  to  contain  the  vicious  Balk 
Wars  of  1912-13,  through  a  London-based  diplomatic  confe 
ence,  but  also  came  to  an  agreement  about  how  to  carve  i 
the  Portuguese  colonies  between  them  in  case  Portugal  cou 
not  service  its  foreign  debt.  Even  the  quarrels  over  Turkey  we 
brought  under  control,  and  a  formula  was  adopted  to  keep  t 
Russians  out  while  giving  naval  matters  to  the  British  and  lai 

matters  to  the  Germans  It  was  an  age  of  strategic  ambig 

ity,  not  an  inevitable  collective  walk  down  the  infernal  gro' 
— MICHAEL  STURMER,  The  German  Emp 

GriUThriU  Barbecuing  is  the  classic  multitasking  cuisii 
First,  there's  the  sheer  spectacle  of  it  it's  cooking  as  showing  c 
Then  there's  the  opportunity  to  network.  Who  can  resist  rallyi 
around  the  chef  while  he  slaves  over  the  swordfish?  As  Stev 
Raichlen  [author  of  How  to  Grill]  says,  "Nobody  ever  con 
and  gives  me  a  beer  and  a  kiss  hello  when  I'm  deep  frying 
—BELINDA  LUSCOMBE,  Ttme 
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As  a  business  grows,  new  challenges  unfold.  In  order  to  flourish,  you  nnust  adapt.  At  Wausau,  our  experience 
and  flexibility  enable  us  to  handle  whatever  comes  up.  No  matter  how  tough  or  how  delicate  it  may  be. 

Wausau  Insurance  Companies  ■  2000  Westwood  Drive,  Vi'ausau,  Wl  54401  •  wausau.com  •  A+  A.M.  Best  Rating  ■  Member  of  Liberty  Mutual  Group 


What  can  we  do  to  help  you? 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


MEXICO 


BXICO,  WHICH  WE  VISITED  IN  MAY,  IS  A  LAND  OF  SHARP 
ntrasts.  There  are  still  many  difficulties,  but  there  are  also 
rbingers  of  dramatic  growth,  which  are  a  basis  for  hope, 
ost  of  these  favorable  factors  stem  from  last  year's  election 
Vicente  Fox  as  president.  He  is  a  bold  and  highly  popular 
ider  who  is  not  afraid  to  try  many  new  and  different  ap- 
oaches  to  solve  Mexico's  problems. 

Unfortunately  not  everything  is  within  President  Fox's 
wer  to  change.  He  still  does  not  control  a  majority  in  Con- 
;ss,  where  many  leaders  of  the  PRI,  the  party  he  defeated  in 
I  presidential  election,  still  hold  sway.  These  politicians  are 
ngry  for  a  return  to  the  power  they  enjoyed  for  more  than 
years.  It  will,  therefore,  be  increasingly  difficult  for  Mr.  Fox 
secure  passage  of  his  new  tax  and  other  programs.  Con- 
jss'  basically  hostile  leaders,  however,  cannot  shut  their  eyes 
the  desires  of  the  people  who  elect  them.  The  electoral  loss 
Yucatan,  a  longtime  PRI  stronghold,  to  President  Fox's  can- 
iate  in  May  has  demonstrated  that  the  President  is  main- 
ning  his  hold  on  the  people.  But  he  must  also  sustain  Mex- 
)'s  economic  growth  and  its  ability  to  attract  foreign 
.^estment,  and  he  must  secure  scores  of  internal  reforms  to 
m  the  perpetually  unhappy  rebel  leaders  in  Chiapas.  He  will 

:d  all  the  political  strength  he  can  muster  in  the  days  ahead. 


exico  and  the  U.S. 

axico's  economic  strength  and  growth  are  dependent  on 
?  health  of  the  U.S.  economy.  A  rapid  turnaround  is  as  im- 
rtant  for  Mexico  as  it  is  for  us.  Presidents  Bush  and  Fox 
ve  established  an  excellent  personal  relationship,  which 
II  be  strengthened  during  President  Fox's  formal  visit  to 
ishington  in  September.  It  seems  clear  that  we  will  be  par- 
alarly  carefiil  not  to  embark  on  any  economic  policies  that 
ild  hurt  Mexico. 

Domestically,  Mr.  Fox  has  secured  passage  of  the  so-called  in- 
enous  reform,  which  gives  greater  autonomy  to  Mexico's  re- 
ns  and  minorities  and  should  quiet  much  of  the  social  unrest 
he  south.  His  tax  program,  however,  was  not  passed,  and  its 
)posed  tax  changes  are  coming  under  strong  attack.  The  tax 
)posal  would  cut  most  income  taxes — ^personal  and  corpo- 
Cutting  taxes  across  the  board  would  stimulate  the  econ- 
ly  and  produce  more  revenue.  President  Fox  has  no  budget 
plus,  as  we  have  in  the  U.S.,  so  he  has  proposed  paying  for  the 
cuts  by  increasing  the  value-added  tax,  as  well  as  imposing  it 
food  and  medicines,  which  are  currently  exempt.  This  news 
lught  the  PRI  opposition  out  in  full  cry,  vowing  it  would  never 
'port  Fox's  tax  increases.  Actually  his  tax  proposal  would  get 


most  of  its  needed  revenue  from  improved  collection,  enforce- 
ment and  audits.  If  Fox  does  prevail  with  this  proposal,  Mexico's 
future  revenue  will  not  be  so  dependent  on  the  price  of  oil. 

Congress  passed  the  President's  major  financial  structural 
reforms,  which  consisted  of  strengthening  the  supervision  of 
banks  and  included  various  provisions  for  accountability,  as 
well  as  protection  of  minority  shareholders.  These  reforms  are 
drawing  substantial  amounts  of  foreign  capital  to  Mexico.  In 
the  first  quarter  of  the  year  foreign  direct  investment  was 
about  $3.6  billion,  up  16%  from  last  year.  And  Citigroup  is 
paying  $12.5  billion  to  acquire  Mexico's  second-largest  bank. 

The  stock  market  is  up  16%  this  year,  even  though  Mex- 
ico's export-oriented  economy  is  not  growing  and  the  U.S. 
market,  which  buys  nearly  all  of  Mexico's  exports,  is  slowing 
rapidly.  Unemployment  is  on  the  rise,  and  because  Mexico 
has  no  unemployment  insurance,  there  is  real  suffering,  alle- 
viated only  by  a  few  local  emergency  benefits. 

The  peso  is  strong,  at  about  nine  to  the  dollar;  inflation  is 
under  control;  and  President  Fox's  commitment  to  privatiza- 
tion, particularly  in  the  energy  sector,  is  unquestioned.  Many 
believe  Standard  &  Poor's  will  follow  Moody's  and  upgrade 
Mexico's  sovereign  debt  to  "investment  grade,"  which  will 
bring  in  even  more  foreign  capital.  Meanwhile  tourism,  an- 
other good  indicator  of  the  economy's  strength,  is  already  up 
6%  this  year,  with  most  visitors  coming  from  the  U.S. 

Trade  with  the  U.S.  and  Canada  has  nearly  doubled  since 
Nafta  took  effect  in  1994.  Indeed,  the  idea  of  free  trade  is  so 
popular  that  part  of  President  Fox's  program  is  to  secure 
Nafta-like  agreements  with  other  neighbors.  Mexico  has  also 
signed  a  free-trade  accord  with  the  European  Union,  al- 
though little  has  come  of  this  yet. 

Better  Schools,  More  Energy 

Mexico's  two  greatest  needs  are  for  a  better  education  system 
and  more  energy  sources.  Improving  and  encouraging  educa- 
tion will  increase  the  qualified  work  force  required  to  produce 
more  and  increasingly  complex  mid-tech  goods.  Oil  is  being 
drilled,  refined  and  sold  in  increasing  amounts  by  Pemex,  the 
state  oil  monopoly,  but  more  oil  is  needed  to  fuel  Mexico's 
ever- increasing  need  to  power  more  energy  plants.  Seven  new 
plants  have  come  on  line  recently.  The  newest,  a  435-megawatt 
plant  built  by  Mitsubishi,  will  deliver  power  to  electricity- 
starved  southern  Mexico.  Pemex  forecasts  that  planned  con- 
struction nationwide  will  meet  Mexico's  energy  needs  by  2005. 

Mexico  faces  many  challenges,  but  its  future  is  bright,  and 
hope — personified  by  President  Fox — is  visibly  returning.  F 
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THE    POSSIBILITIES    ARE  INFINITE 


How  leading  healthcare 
providers  cured  their 
paperwork  headaches 

The  Fujitsu  Stylistic "  3500 
pen  tablet  PC  provides  instant  relief 
to  your  mobile  workforce. 


Challenged  to  decrease  paperwork  and  operational  costs,  major  healthcare  providers  have 
armed  their  mobile  v\/orkforces  with  the  latest  medical  marvel:  the  3.21b.  Fujitsu  Stylistic  3500 
pen  tablet  PC  with  a  powerful  Intel"*'  processor.  Whether  providing  home  care  or  making  hospital 
rounds,  doctors  and  nurses  can  now  collect  vital  stats  and  access  patient  records  quickly  and 
easily,  focusing  their  attention  on  patients  -  not  papenwork. 

Whatever  industry  you're  in  and  whatever  customer  relationship  applications  you  run,  this  full- 
function  Windows*-based  pen  tablet  PC  will  give  your  mobile  workforce  more  flexibility  and 
communications  convenience.  The  prognosis:  reduced  paperwork  and  operating  expenses  and 
a  rapid  increase  in  productivity  and  data  accuracy. 

As  the  #1  pen  tablet  PC  manufacturer*  in  the  world,  Fujitsu  takes  the  pain  out  of  doing  business 
away  from  the  office.  To  learn  more  and  get  the  full  story,  visit  www.fujitsupc.com/pentablets. 

The  Stylistic  3500  is  powered  by  an  ultra  low-voltage  Intel®  Celeron "^"^  processor  500MHz. 


More  lightweight  and  portable  than  a  laptop, 
this  powerful  PC  is  the  ultimate  in  mobile 
computing  convenience. 


For  more  information, 
www.fujitsupc.com/pentab 

1-800-831-3 


With  the  touch  of  a  pen,  navigate  through 
electronic  charts  and  forms  easier  and  more 
efficiently  than  ever  before. 


Fujitsu  PCs  use  genuine  Microsoft"  Windows* 
http://www.microsoft.com/piracy/howtotell 


celerc 


Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  o(  Fujitsu  Ltd.  Stylistic  is  a  trademark  of  Fujitsu  PC  Corporation.  Intel,  the  Intel  Inside  Logo,  and  Celeron  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  i 
subsidiaries  in  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  All  other  trademarks  mentioned  herein  are  the  property  ol  their  respective  owners.  Fujitsu  ca 
be  held  responsible  for  errors  in  typography  or  photograpny.  'According  to  IDC  "Hand  Check"  IDC  Smart  Handheld  Devices  Forecast  &  Analysis  2000-2005 
©  2001  Fujitsu  PC  Corporation 


DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 

publisher@farbes.coin 


TRADE  IS  A  HUMAN  RIGHT 


I  AMERICA  WE  HAVE  THE  FREEDOM  OF  RELIGION  AND  OF 
leech.  I  wish  our  forefathers  had  scribbled  in  freedom  of 
ade  without  tariffs.  I  should  speak  to  Hillary  Clinton  about 
is.  She  likes  to  channel  Eleanor  Roosevelt  for  clarity  on 
ie's  big  questions.  I'd  like  to  channel  Adam  Smith  on  trade. 

Free  trade  is  fundamental  to  prosperity.  The  theory  goes 
ick  to  Smith's  pin  factory  and  specialization.  Society  does 
uch  better  when  pinheads  are  made  by  folks  actually 
lept  at  making  pinheads.  Society  suffers  when  pinheads  in 
'ashington  or  Brussels  interfere  with  the  process. 

Key  point  here — it's  not  greed  that  drives  successful  soci- 
ies.  Rather,  start  with  the  idea  that  every  person  has 
od-given  talents.  We  are  far  more  likely  to  become  wealth 
eators  and  societal  contributors  when  we  are  free  to  develop 
ir  gifts.  For  example,  I  occasionally  do  some  basic  handy- 
an  work  around  the  house.  (Very  occasionally,  says  my 
ife.)  But  I  have  no  feel  for  it.  Elbow-deep  trying  to  unplug  a 
Oet,  my  meager  talent  usually  fails.  Question:  Why  must  I 
)  the  job  at  all?  Wliy  can't  I  take  a  bit  of  income  earned  from 
y  regular  job,  where  my  talents  lie,  and  give  it  to  a  plumber 
10  loves  diving  into  his  work?  Everybody  wins. 

That's  ft'ee  trade  in  a  nutshell.  We  pursue  our  natural  gifts 
id  earn  money  in  doing  so.  We  spend  our  money  hiring 
:ople  who  delight  us  with  their  wonderful  native  gifts, 
'erybody  wins,  toilets  flush  and  society  prospers. 

The  opposite  of  free  trade  is  when  each  person  grubs  out 
iving  as  a  subsistence  farmer  or  hunter.  Your  food  can  taste 
Jy  as  good  as  you  yourself  can  prepare  it.  Get  sick,  tough 
;k;  sweat  it  out  yourself.  Nothing  you  do  during  your  life  is 
owed  to  exceed  your  own  capabilities. 

Other  than  Ted  Kaczynski,  nobody  wants  such  a  world, 
id  even  the  Unabomber — in  riding  his  bicycle — enjoyed 
e  labor  of  some  fellow  who  rolled  the  steel  tubing  and 
other  guy  who  glued  the  tires.  Most  people  love  free  trade, 
i:  are  happy  to  buy  a  movie  ticket  and  pay  actors  to  enter- 
n  us.  I  like  Harrison  Ford;  you  prefer  Tom  Cruise.  We  both 
e  of  our  own  hand  puppets  by  the  campfire. 

eedom  to  Dream 

bat  a  concept:  People  get  to  develop  their  gifts,  freely.  They 
:  to  swap  their  gifts  with  others,  freely.  So,  why  is  defending 
e  trade  so  hard?  I  think  the  Adam  Smith  prosperity  argu- 
:nt  makes  perfect,  rational  sense.  That's  why  economists 
'e  it.  But  it  doesn't  fire  many  emotions.  That's  why  politi- 
ns  shake  their  heads.  Anyway,  most  Americans  already 
oy  relative  prosperity.  Most  of  us  don't  yearn  in  our  deep- 


est souls  for  more  money.  (Those  who  do,  make  the  FORBES 
400  list!)  Rather,  we  yearn  more  broadly  for,  let's  call  it  hap- 
piness. I  dream  of  good  health,  the  love  of  my  wife,  the  suc- 
cess of  my  kids  and  maybe  one  day  a  brand-new  300mph 
Pilatus  PC- 12  turboprop  to  hop  around  the  country  visiting 
scads  of  grandkids.  Sure,  the  dream  assumes  prosperity. 
Mostly  it  assumes  a  freedom  to  pursue  the  dream. 

Exactly  how  I  pursue  it  should  be  my  choice  and  right. 
When  all  of  us  chase  our  dreams  together,  we  enrich  the 
whole.  But  prosperity  is  merely  the  by-product.  It's  not  even 
essential  to  the  argument.  The  essence  is  this:  All  people  should 
have  the  right  to  buy  and  sell  with  whom  they  please  in  the 
development  of  their  gifts  and  pursuit  of  their  dreams.  Period. 

Two  Cheers  for  Dumping 

This  brings  me  to  a  potential  disaster — the  Bush  Administra- 
tion's steel  import  quota.  The  utter  stupidity  of  erecting  trade 
barriers  during  a  recession  is  well  known  (Smoot-Hawley, 
etc.).  But  I'd  rather  debunk  this  foUy  from  the  standpoint  of 
human  freedom.  What  gives  Brussels  or  Washington  (BOW) 
the  right  to  halt  a  producer  of  cheap  steel  from  selling  to  a 
buyer  who  simply  wants  it  cheap?  Who  wins  when  BOW 
attempts  to  insert  itself  between  buyer  and  seller?  Not  Ameri- 
can consumers.  They'U  pay  more  for  their  Suburbans  and  bar- 
becue grills.  The  seller?  BOW  punishes  them  for  their  talent  of 
selling  steel  cheap.  Ah,  it  must  be  American  steel  manufactur- 
ers! No,  again.  BOW  is  turning  them  into  welfare  queens. 

But  dumping! — that's  different,  you  say.  No,  again. 
Dumping  is  the  best  deal  around.  When  the  Japanese 
dumped  DRAM  chips  onto  the  American  market  in  the 
mid-1980s,  the  U.S.  won  hugely.  PCs  got  cheaper,  so  Dell  and 
Compaq  sold  more  PCs  and  became  successful.  Software  got 
more  robust,  so  Microsoft  and  Lotus  sold  more  software  and 
became  successful.  American  companies  bought  cheap  PCs 
and  software  by  the  truckload.  They  boosted  their  produc- 
tivity and  became  more  successful.  In  the  end  we  clobbered  a 
Japan  Inc.  fooHsh  enough  to  supply  us  with  cheap  DRAMs! 

Intel,  assumed  at  first  to  be  a  victim  of  this  Japanese 
DRAM  dump,  won  biggest  of  all.  Cheap  DRAMs  forced  Intel 
out  of  this  lousy  commodity  business  and  into  high-margin 
microprocessors.  The  rest  is  glorious  Intel  history.  Dump  a 
good  company  like  Intel  into  that  briar  patch  anytime! 

Free  trade  is  a  human  right.  And  human  rights  are  good 
for  business.  F 


I^V^ft^AC  I  '^^^^  Digital  Rules  columns,  visit  our  Web  site  at 
^l^^^aTc^  I  www.forbes.com/karlgaard. 
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Mother's  Day 


CREDITORS'  LINEI  WaS 

the  Carole  Little  clothing  firm 
wrecked  by  crooks  at  General 
Motors'  giant  finance  division? 
Or  is  GMAC  a  victim  of  an  un- 
scrupulous money  manager? 

BY  SETH  LUBOVE 

EVEN  BY  THE  STANDARDS  OF 
the  tempestuous  fashion 
scene,  the  Carole  Little  cloth- 
ing firm  stands  out  for  its 
star-crossed  history:  the  di- 
vorce of  its  namesake  co- 
founder  and  her  husband  and  chief  ex- 
ecutive officer,  Leonard  Rabinowitz;  the 
early  1990s  murders  of  a  contractor 
and  two  executives,  the  latter  still  un- 
solved; the  pillaging  of  the  headquar- 
ters in  the  1992  Los  Angeles  riots;  fickle 
fashion  trends;  and  finally,  last  Decem- 
ber, bankruptcy. 

But  even  on  its  deathbed,  the  firm 
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Massacre 


once  famed  for  its  fashionable  blouses 
and  silk  shirtdresses  continues  to  set  off 
fireworks.  In  a  vicious  volley  of  law- 
suits, the  Beverly  Hills  money  manager 
that  attempted  a  turnaround  of  Carole 
Little  stands  accused  of  fraud  in  landing 
financing  ft"om  General  Motors  Accep- 
tance Corp.  and  in  turn  accuses  its  ac- 
cusers of  comparable  shenanigans. 

Though  the  busted  $40  million  loan 
is  a  rounding  error  relative  to  GMAC's 
$170  billion  in  assets,  it  has  created  a 
legal  firestorm.  On  one  side  is  GMAC, 
which  accuses  Levine  Leichtman  Capi- 
tal Partners  of  cooking  the  books  in 
order  to  deceive  GMAC  into  financing 


the  firm's  takeover  last  year  of  Caro 
Little.  GMAC's  fraud  charges  are  echoe 
in  two  separate  lawsuits  filed  again 
Levine  Leichtman  by  105  former  en 
ployees — including  the  Runyonesqi 
"Lady  Daffodil  T.  Corpus" — and  I 
Rabinowitz  and  Little.  Among  othi 
nasty  allegations,  the  lawsuits  claim  th 
Levine  Leichtman  staged  a  ft-antic  lat' 
night  Mother's  Day  session  last  ye; 
concocting  bogus  orders  and  phoj 
work-in-progress  entries. 

But  turning  tables  on  its  accusal 
Levine  Leichtman  makes  counte 
charges  in  court  that  include  kickback 
a  cover-up  and  "massive  fraud."  T| 


fia-Ke  opOfi  on  a>v^ 


Fashion  war:  Arthur 
Levine  and  Lauren 
Leichtman  (far 
left),  and  Leonard 
Rabinowitz  and 
Carole  Little  in 
happier  times, 
before  they  met  in 
court.  Out-of-work 
employees  picket 
Levine  and 
Leichtman's 
Beverly  Hills  house. 


n  accuses  GMAC,  Rabinowitz  and 
tie  of  forming  an  "unholy  alliance" 
lure  Levine  Leichtman  into  bailing 
;  the  troubled  Carole  Little  by  con- 
ling  the  company's  problems, 
'ine  Leichtman  also  accuses  the  head 
jMAC's  Commercial  Credit  division, 
eph  Grimaldi,  of  defrauding  his  own 
npany  by  burying  an  earlier  bum 
n  to  Carole  Little  so  that  he  could 
:ket  $40  million  when  GMAC  bought 
ik  of  New  York's  big  factoring  busi- 
s  in  1999,  which  Grimaldi  also  ran. 
GMAC  and  its  lawyer  won't  com- 
nt,  but  Rabinowitz  dismisses  the 
mtercharges.  "This  [bad  loan]  is 


characterized  as  a  career  breaker  for 
Grimaldi,"  he  scoffs.  "No  way.  Joe  has 
$20  billion  under  his  division.  He'd  lick 
his  wounds  and  keep  going." 

Overseeing  funds  totaling  $453 
million,  with  a  $1.5  billion  fund  in  the 
works,  according  to  one  lawsuit, 
Levine  Leichtman  invests  in  smallish, 
often-troubled  companies,  usually  in 
the  form  of  subordinated  debt  accom- 
panied by  warrants.  Founded  in  1984 
by  the  husband-and-wife  team  of 
Arthur  Levine,  a  former  president  of 
Westwood  One,  and  Lauren  Leicht- 
man, a  lawyer,  the  firm  counts  the  Cal- 
ifornia Public  Employees'  Retirement 
System  among  its  investors.  Unlike  Lit- 
tle and  Rabinowitz,  who 
hobnob  with  Hollywood 
celebrities  and  even  pro- 
duced a  movie  (Ana- 
conda), Levine  and  Leicht- 
man rarely  attract  much 
attention. 

"They're  good  guys," 
says  James  Rudis,  chief  ex- 
ecutive officer  of  Overhill 
Farms,  a  ft^ozen-food  com- 
pany that  arranged  $28 
million  in  financing  from 
Levine  Leichtman.  "Some- 
times you  have  to  deal 
with  the  devil  when  you're 
in  trouble,  but  they're  not 


To  close  the 
deal,  GMAC 
alleges,  Levine 
Leichtman 
fraudulently 
cooked  up 
$20  million 
in  orders.  


that  kind  of  people." 

Levine  Leichtman's  as- 
sociation with  Carole  Little 
has  a  history.  The  money 
manager  already  controlled 
another  clothing  outfit. 
Chorus  Line,  whose  sales 
had  fallen  to  $130  million  by 
1999  from  $200  million  in 
1996.  After  that,  everything 
else  is  in  dispute.  According 
to     Rabinowitz,  Levine 
Leichtman  didn't  want  any 
black  marks  on  its  record 
while  it  was  soliciting  in- 
vestors for  the  new  flmd,  so  it 
looked  for  an  acquisition  in 
which  to  bury  the  losses. 

Levine  Leichtman  ap- 
proached  Carole  Little,  which 
already  had  a  relationship  with  GMAC, 
in  a  deal  in  which  Chorus  Line  would 
take  over  the  company,  using  GMAC's 
money  and  factoring  services.  (A  factor 
lends  money  to  manufacturers,  taking 
as  collateral  balances  owed  by  retailers.) 
But  to  close  the  deal,  GMAC  alleges, 
Levine  Leichtman  fraudulently  cooked 
up  $20  million  in  Chorus  Line  orders 
to  make  the  company  look  healthier 
than  it  was. 

With  their  businesses  unraveling,  the 
combined  Chorus  Line  and  Carole  Little 
were  the  target  of  an  involuntary  bank- 
ruptcy petition  filed  by  three  unsecured 
creditors  in  November.  That  case  was  con- 
verted the  following  month  into  a  Chap- 
ter 1 1  filing.  Blaming  Levine 
Leichtman  for  the  loss  of 
their  jobs,  employees  noisily 
protested  in  front  of  Levine 
and  Leichtman's  Beverly 
Hills  house  on  a  Sunday 
morning  in  December. 

"We  could  hear  him 
screaming.  He  was  furi- 
ous," chuckles  Natalie 
Wierzba,  a  former  Carole 
Little  vice  president  of 
sales  and  merchandising 
who  helped  organize  the 
picketing  (and  is  part  of 
the  employees'  lawsuit). 
But  Levine  Leichtman 
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and  their  lawyer,  Michael  Sherman  of 
Alschuler  Grossman  Stein  &  Kahan, 
can  dish  it  out,  too.  Levine  Leichtman 
claims  in  the  court  papers  that  Rabi- 
nowitz  and  Little  hornswoggled  it  into 
the  bailout  effort  because  they  feared 
losing  their  "palatial  estates  in  Beverly 
Hills"  and  "bevy  of  maids,  valets,  chefs 
and  groundskeepers."  The  countersuit 

Outfox 
theXbox 

VIDEOGAMES!  The  battle 
between  Sony  and  Microsoft  is 
not  over  games.  It  is  over 
the  future  of  the  Internet. 

BY  BENJAMIN  FULFORD 


SONY  MICROSOFT 


20  million 

1.5  million 

for  PlayStation  2 

for  Xbox 

200  for  PlayStation  2 

20  trties  available  by 

with  another  1,000     Christmas  with  another 

in  the  works 

200  in  the  wofVs 

$65  billion 

$24  billion 

$5  billion 

$30  billion 

IBW.  Toshiba,  Cisco, 

Intel,  Nvidia 

Macromedia,  RealNetworks, 

AOL,  Su.n  Microsystems 

goes  on  to  argue  that  GMAC's  Grimaldi 
realized  that  his  earlier  loan  to  Carole 
Little,  which  he  made  when  his  opera- 
tion was  still  part  of  Bank  of  New  York, 
went  bad  as  soon  as  he  had  made  it  and 
wanted  Levine  Leichtman's  deep  pock- 
ets to  rescue  the  situation.  Levine 
Leichtman  claims  it  lost  $49  million  on 
the  hapless  venture,  for  which  it  is  seek- 


ing $300  million  in  damages. 

Rabinowitz  reflects  on  his  streak 
bad  luck  with  Californian  detachme: 
"Angie  Dickinson  is  a  good  friend 
mine  and  also  into  astrology.  She  Sc 
my  star  as  a  Taurus  has  been  in  a  b 
place  the  last  seven  years.  But  it's  j\ 
come  out  of  that  moon  and  my  ze 
geist  is  back." 


THE  FRACAS  THIS 
holiday  season, 
pitting  Microsoft 
against  Sony  a- 
gainst  Nintendo, 
seems  to  be  over  which  one 
has  the  better  videogame 
console.  But  there  is  more 
at  stake:  the  fate  of  the  In- 
ternet. That's  the  view  from 
Ken  Kutaragi,  designer  of 
the  Sony  PlayStation  and 
50-year-old  president  of 
Sony  Computer  Entertain- 
ment, the  $6.5  billion 
games  division  that  within 
a  year  will  be  providing 
more  than  a  third  of  Sony 
Corp.'s  $6.5  billion  in 
operating  profit. 

Microsoft  has  hyped  its  Xbox  game 
console  as  the  vehicle  for  delivering  not 
just  lone  gaming  but,  eventually,  multi- 
player  games  over  Microsoft's  MSN  net- 
work, using  Microsoft-owned  servers. 
This  meshes  neatly  with  Microsoft's 
broader  .Net  strategy  of  using  its  new 
XP  operating  system  to  fiannel  video, 
music,  chat  and  other  Web-based  com- 
munications through  its  proprietary 
systems  as  well. 

Kutaragi,  a  refreshingly  candid 
maverick  inside  a  chronically  cryptic 
company,  isn't  about  to  let  Microsoft 
dictate  terms  in  broadband  entertain- 
ment. For  broadband  entertainment  to 
work,  he  says,  the  industry  must  stop 
segregating  customers  into  mutually 
incompatible  platforms.  Read:  Don't  let 
Microsoft  get  a  foothold.  Games  should 
be  playable  on  every  piece  of  hardware, 
just  as  movies  can  run  in  any  theater. 
"Right  now  it  is  like  going  to  Disney- 
land, which  is  fun,  but  then  not  being 


Kutaragi,  father  of  the  PlayStation,  plays  three  movfs  oi 

allowed  to  leave.  We  do  not  want  to  b 
closed  world  like  the  PC  world,"  he  sa^ 
In  May  Kutaragi  set  a  flurry  of 
liances  with  AOL,  Cisco,  Sun  Micros 
tems  and  IBM  to  promote  open  sts 
dards  for  video  and  games  c 
high-speed  networks.  Noticeably  c 
sent:  Microsoft,  Sony's  erstwhile  ally 
an  earlier  bid  to  make  PCs  the  center 
the  entertainment  world.  By  early  ni 
year  PlayStation  2  will  be  ready  to 
Internet  content  using  standards  1 
Sun's  Java,  Macromedia's  Flash,  a 
RealNetworks'  media  player  softwa 
Gamers  will  get  access  to  AOL  to  use 
e-mail  and  Instant  Messenger. 

But  these  are  baby  steps.  Sony's  d 
ital  convergence  masterstroke  will 
the  PlayStation  3,  a  few  years  out. 
will  be  more  network  than  box.  1 
brains  behind  PS3  will  be  an  extreii 
fast  "supercomputer  on  a  chip,"  ni  \ 
joint  development  by  Sony,  IB.\ 
Toshiba  at  a  well-guarded  lab  in  Au> 
Tex.  The  chip  will  function  as  hot 
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Kenny,  your 
Kinko's  co-worker 


"Where  do  you  go  to  get  great  big  posters,  signs  and  banners? 
I         A  place  that  put  a  guy  who  is  6'6"  in  charge  of  printing  them." 

don't  need  an  extra-long  tape  measure  to  know  I 'm  the  one  to  see  for  large  format  printing.  And  there's  no  better  way  to  really  get  your  message 
)ss  in  a  big  way  than  with  amazing  posters  or  signs.  Kinko's  can  print  out  something  special  in  full-color  or  black  and  white,  and  even  mount  or 
inate  it.  Or  whip  up  some  great  indoor  and  outdoor  banners  at  sizes  from  3  feet  to,  my  personal  favorite,  8  feet.  And  we  can  pick  up  and  deliver 
r  order  all  within  24  to  36  hours.  It's  quick  and  easy.  So  stop  by  today.  Just  ask  for  the  big  guy,  or  any  Kinko's  co-worker.  ||^ 

we're  doing  more: 

SALES  PRESENTATIONS  •  TRADE  SHOW  POSTERS  &  SIGNS  •  POINT-OF-SALE  SIGNAGE  •  INDOOR  &  OUTDOOR  BANNERS  •  EVENT  SIGNAGE 
Open  24  hours  •  www.kinkos.com  •  America  Online  Keyword:  Kinko's  •  1 -800-2-KINKOS 

cts  and  services  vary  by  location.  See  store  for  details.  America  Online  is  a  registered  trademarl<  of  America  Online,  Inc.  Kinko's,  we're  doing  more  and  kinkos.com  are  proprietary  marks  of  Kinko's  Ventures,  Inc. 
«  used  by  permission.  Kinko's  requires  written  permission  from  the  copyright  holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 
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network  server  and  a  game  proces- 
sor, and  reside  either  at  a  central  lo- 
cation or  in  hardware  in  individual 
homes.  Games  will  no  longer  come 
in  packages,  arriving  or  being  played 
directly  with  other  gamers  over 
speedy  fiber-optic  links. 

Sony  will  stop  charging  licens- 
ing fees  to  game  developers  and 
would  make  money  only  from  sales 
of  its  own  games  and  hardware,  in- 
cluding DVD  players,  TVs  and  set- 
top  boxes,  all  fitted  with  the  chips 
necessary  to  play  games  pulled 

"The  folks  in  Seattle 
seem  more  Interested 
in  brainstorming 
than  entertainment." 

down  from  the  Web.  "Who  wants  to 
pay  $1,000  or  $2,000  for  a  Pentium 
PC  when  a  $100  TV  can  do  the  same 
thing  without  having  to  wait  for  the 
operating  system  to  boot?"  the  Sony 
exec  says. 

Kutaragi  doesn't  see  much  up- 
side in  licensing  fees.  "Distribution 
should  be  free,"  he  says,  alluding  to 
the  fact  that  Microsoft  aims  to  levy 
monthly  fees  for  MSN  service.  Ku- 
taragi invites  all  comers,  even  Mi- 
crosoft, to  join  his  consortium  and 
wants  to  make  his  chip  available 
even  to  rivals,  such  as  Nintendo. 
Nintendo  may  have  its  own  plans, 
having  teamed  up  with  Matsushita 
to  sell  DVD  players  with  Nintendo 
chips  once  its  GameCube  player 
hits  stores  in  November. 

Sony's  Vaio  PC  division  still 
works  with  Microsoft,  but  many  of 
the  audio  and  video  features  that 
Sony  had  been  developing  with  the 
company  were  simply  built  into 
Windows.  Kutaragi  vows  he  won't 
let  PlayStation  fall  victim  to 
Microsoft's  advance.  "The  folks  in 
Seattle  seem  more  interested  in 
brainstorming  than  entertainment. 
I  can't  see  what  their  agenda  is."  F 
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Chemical  Reaction 


DOLDRUMS  Higher  costs 
and  heavy  debt  are  squeezing 
Jon  Huntsman's  private  empire. 

BY  DAVID  ARMSTRONG 

JON  M.  HUNTSMAN'S  MANTRA 
has  always  been:  Acquire  till  you 
expire.  In  so  doing  he  has  piled 
up  $5  billion  in  long-term  debt 
— and  put  his  privately  held,  $8.5  bil- 
lion (sales)  global  chemical  empire  in  a 
very  tight  spot.  As  a  result  he  is  giving 
up  a  good-size  piece  of  the  famUy  busi- 
ness to  outside  investors. 

A  rare  glimpse  at  his  P&L  spotlights 
the  weakest  link — Huntsman  Corp.,  the 
U.S.-based  division  that  makes  corn- 
Looking  up,  despite  down  times:  billionaire  Huntsman. 


modity  chemicals  like  ethylene  an 
propylene,  which  are  used  in  plastic 
Last  year  the  Salt  Lake  City-based  eon 
pany  had  operating  income  (earninj 
before  depreciation,  interest,  taxes  ar 
amortization)  of  $118  million  on  re 
enues  of  $3.2  billion.  That  fell  far  sho 
of  $189  million  in  annual  interest  e 
pense,  to  say  nothing  of  needs  for  capiC 
expenditures.  That's  been  noted.  Stai 
dard  &  Poor's  has  downgraded  Hunt) 
man's  senior  debt  a  notch  from  BB-  l 
B+,  and  its  subordinated  debt  from  B  l 
B-.  The  senior  subordinated  bonds  n 
cently  traded  at  55  cents  on  the  dollar. 

Tighter  times  may  be  ahead.  Spi 
prices  for  commodity  chemicals  a: 
dropping  and  cheaper  pro« 
ucts  are  coming  from  tl 
Middle  East,  where  produ 
tion  rose  32%  last  year.  "Tl 
U.S.  is  no  longer  a  low-co 
ethylene  producer,"  says  J.j 
Morgan  chemicals  analy 
Donald  Carson. 

Huntsman's  1999  acquis 
tion  of  several  business  lin 
from  London-based  Imperi 
Chemical  Industries  for  $2 
billion,  more  than  half  of 
borrowed,  is  a  mixed  blessin 
The  European  operations- 
which  include  plants  to  ma 
titanium  dioxide,  used  as 
whitener  in  paints  and  co 
struction  materials,  and  pel 
urethanes,  which  go  into  atl 
letic  shoes  and  foam  materij 
for  furniture  and  car  seats 
last  year  generated  operatii 
income  of  $673  million  ( 
sales  of  $4.4  billion.  B 
Huntsman  can't  use  ca 
from  Europe  to  service  U 
debt — at  least  not  yet:  ICI  tO' 
a  30%  interest  in  Huntsnil 
International,  created  for  t 
acquisition  and  requiring  se 
arate  financing.  "At  the  tir 
Huntsman  Corp.  was  doi) 
well,  and  we  saw  no  gr^ 
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ed  to  consolidate,"  says  billionaire 
intsman,  64.  "As  it  turned  out,  that 
s  a  mistake." 

To  help  undo  that  mistake,  he 
ned  to  Boston-based  Bain  Capital, 
lich  is  investing  around  $600  million 

some  20%  equity  in  his  overall  op- 
itions.  Debt  service  will  eat  up  $200 
llion;  $365  million  will  buy  the  re- 


maining 30%  equity  stake  of  Hunts- 
man International  still  owned  by  ICI. 

That  may  settle  the  cash  crisis,  but 
it  won't  resolve  longer-term  problems 
with  commodity  chemicals.  Hunts- 
man says  the  recent  shuttering  of  a 
styrene  plant  in  Odessa,  Tex.  should 
help  save  $100  million  this  year;  older 
ethylene  plants  in  Port  Neches  and 


Port  Arthur  may  be  closed,  too.  "In 
the  long  term  they  are  not  a  part  of 
our  portfoho,"  he  says. 

One  final  pressure  point:  Huntsman 
admits  that  his  family  (which  includes  9 
children  and  45  grandchildren)  is  push- 
ing him  to  take  the  company  public. 
"I'm  going  to  have  to  settle  my  estate 
sometime,"  he  says.  F 


kea  Soul 


)P  CULTUREI  Sweden  is  the  hot  place 
make  cool  music.  And  Murlyn  Music,  age 
ree,  is  the  coolest  of  the  song  factories. 

RICHARD  C.  MORAIS 

AST  OCTOBER  A  HIGH-STRUNG  SONGWRITER  AT 
Murlyn  Music  in  Stockholm  told  Thomas  Mottola,  the 
powerful  chairman  of  Sony  Music,  that  his  nervous 
H  system  couldn't  take  flying  to  New  York  to  play  his  lat- 
pop  piece.  No  problem,  said  the  famously  short-fused 
(ttola.  Instead,  the  Sony  boss  flew  to  Sweden. 
A  simple  statistic  explains  why.  At  the  end  of  last  year 
eden's  three-year-old  Murlyn  Music  had  more  hits  on 
boarcT s  Hot  100  Singles  chart  in  the  U.S.  than  did  all  the 
1  writer-producers  of  Great  Britain. 
In  the  1970s  Abba,  that  wholesome  foursome  with  their 
-tapping  sing-alongs  in  broken  English,  mysteriously  be- 
u-  a  global  phenomenon.  Now  it's  Sweden's  turn  again,  as 
ny  of  the  hottest  American  and  British  pop  arts  rush  to  get 
ir  albums  produced  by  a  handful  of  Stockfiolm-based 
ter-producers.  "The  export  success  of  our  popular  music 
ustry,"  Sweden's  trade  minister  told  the  local  press,  "is  more 


Pop  tops:  Anders  Bagge  and  Christian  Wahlberg.  Below,  98  Degrees. 

impressive  at  the  moment  than  that  of  Volvo  and  Ericsson." 

Why  should  Stockholm  suddenly  be  a  hit-fartory  the  way 
Nashville  was  in  the  1970s?  Some  credit  the  late  Denniz  Pop, 
a  Swedish  deejay  who  a  decade  ago  founded  a  production 
house  called  Cheiron.  The  emerging  Swedish  sound  was 
dubbed  "Ikea  Soul"  by  its  cult  following  in  Japan.  Pop's  now- 
30-year-old  protege.  Max  Martin,  went  on  to  write  and  pro- 
duce many  of  the  hits  that  made  Britney  Spears,  Backstreet 
Boys  and  'N  Sync  worldwide  stars. 

Into  the  limelight  steps  Murlyn  Music,  formed  in  1998  by 
Christian  Wahlberg,  35,  a  former  record-store  owner,  and  song- 
writer Anders  (Bag)  Bagge,  33.  Murlyn  has  created  hits 
such  as  Samantha  Mumba's  "Gotta  Tell  U"  and  98 
Degrees'  "Give  Me  Just  One  Night  (Una  Noche)." 
Among  Murlyn's  clients:  Celine  Dion,  Jennifer 
Lopez,  Sheryl  Crow,  Backstreet  Boys,  Mya,  Hall 
8c  Oates,  S  Club  7  and  Ricky  Martin. 

Murlyn's  deal-cutting  abUity  is  as  impres- 
sive as  its  songs.  America's  top  writer-producers 
demand  of  record  companies 
$75,000  to  $150,000  per  track 
plus  expenses  just  to  show  up  at 
the  studio.  Murlyn's  fee  goes  up 
to  $75,000  a  track  plus  expenses, 
but  it  charges  only  for  the  songs 
that  make  it  onto  the  CD.  Murlyn 
takes  back  the  rights  to  unused 
songs  and  resells  them.  The  top- 
selling  "Play"  by  Jennifer  Lopez 
was  a  rejected  product. 

Murlyn  booked  $32  million 
in  income  the  first  five  months 
of  this  year,  ten  times  what  it 
booked  in  all  of  1998.  Murlyn's 
risk  is  that  the  global  appetite 
for  the  Swedish  sound  will  die 
overnight  as  some  newer  beat 
emerges.  "Most  music  publish- 
ers have  a  catalog  to  fall  back 
on,"  says  Wahlberg.  "We  don't. 
We're  in  a  race  to  build  our 

'All  positions  based  on  Billboards  Hot 

100  Singles  chart.  ^Still  rising.  pOrtfoHo."  F 


Bi^^er  Than  Volvo 


A  sampling  of  Murlyn's  smash  hits. 


Artist  98  Degrees 

Song:  "Give  Me  Just  One  Night 

(Una  Noche)" 
Sales:  3  million 
Chart  Position:  risached  no.  2' 


Artist:  Samantha  Mumba 

Song:  "Gotta  Tell  U" 

Sales:  2  million 

Chart  Position:  reached  no.  4 


Artist:  98  Degrees 

Song:  "Because  of  You" 

Sales:  5  million 

Chart  Position:  reached  no.  5 


Artist:  Jessica  Simpson 

Song:  "Irresistible" 

Sales:  515,000  (released  5/29/01) 

Chart  Position:  no.  15^ 


Artist:  Jennifer  Lopez 

Song:  "Play" 

Sales:  542,000  (released  1/23/01) 
Chart  Position:  no.  18^ 
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Trompe  L'oeil 


MARKETING!  Merrill  Lynch's 
new  feel-good  advertising 
is  too  good  to  be  true. 

BY  ASHLEA  EBELING 

DREW  VOGELMAN  IS  CHIEF  EXECU- 
tive  of  a  guitar  case  maker,  the 
Merrill  Lynch  ad  tells  us,  showing 
Vogelman  standing  on  his  factory  floor. 
We  learn  that  a  Merrill  financial  adviser, 
who  is  pictured,  helps  Drew  with  com- 
pany pensions,  401  (k)  programs  and  his 
personal  portfolio. 

The  adviser,  Richard  Reibman,  is 
real,  but  Drew  is  a  figment.  There  is  no 
Drew  Vogelman  nor  any  company 
401(k)  program. 

We're  all  used  to  slice-of-life  ads 
that  use  models  as  dramatizations — 
like  happy  moms  using  dish  soap.  But 
the  new  "Ask  Merrill"  campaign  has 
taken  the  genre  a  step  further,  fabricat- 
ing from  whole  cloth  a  series  of  success- 
ful people  with  names,  histories  and 
meticulously  detailed  stage  sets.  John 
Hancock's  "Real  Life,  Real  Answers" 
campaign  used  actors  but  told  real  sto- 
ries about  real  people. 

The  marketing  idea,  though,  is  uni- 
versal: Capture  the  aspirations  of  po- 
tential customers  with  good-looking 
people. 

Merrill  comes  clean  in  the  ad's 
(very)  fine  print,  alerting  readers  that 
the  clients  are  fictitious.  Marketing  di- 
rector Paula  Polito  says  Drew  Vogel- 
man, modern  art  collectors  "Patricia 
and  Dan  O'Donnell"  and  others  in  the 
campaign  might  not  be  real,  but  "we 
have  clients  very  much  like  them."  F 
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BY  MARK  TATGE 

THE  BIG  AIRLINES  ARE  SINKING 
fast  under  the  weight  of  wage 
increases,  fuel  cost  increases 
and  a  drop-off  in  traffic. 
Their  collective  losses  this 
year  could  top  $1.5  billion.  There's  one 
bright  spot  in  the  sky,  though:  regional 
airlines  that  feed  passengers  into  hubs 
run  by  the  big  airlines.  Some  of  them 
are  coining  money  and  taking  very  lit- 
tle risk  doing  so. 

How  do  the  regional  airlines  do  it? 
Cheap  labor. 

Look  at  Atlantic  Coast  Airlines 
Holdings,  which  netted,  after  excep- 


A  I  R  L  I  N  E  s  I  Tiny  Atlantic  Coast 
is  getting  rich  off  United's  troubles 

tional  charges,  $15.2  million  on  rev- 
enues last  year  of  $452  million.  Atlantic 
has  signed  ten-year  agreements  with 
United  and  Delta  preselling  100%  of  its 
seats,  a  deal  that  should  ensure  earn- 
ings growth  of  20%  to  40%  for  each  of 
the  next  two  years  and  a  doubling  of 
revenues  by  2004.  United  and  Delta 
handle  marketing  and  ticket  sales,  rely- 
ing on  Atlantic  Coast  to  lease,  staff  and 
fly  the  planes.  The  big  airlines  pay  At- 
lantic Coast's  operating  costs  (includ- 
ing fuel);  the  regional  carrier  gets  paid 
even  if  the  planes  fly  empty. 

Why  mince  words?  A  fair  descrip- 
tion of  what's  going  on  is  that  At- 
lantic's planes  and  routes  belong  to 
Delta  and  United  and  that  the 


arrangement  simply  permits  these  ■ 
ants  to  get  cheap  pilots.  Even  aftei 
recent  pay  boost,  the  Air  Line  Pile 
Association  contract  calls  for  Adan 
Coast  to  pay  its  junior  pilots  $20,0 
a  year,  half  what  they  would  make 
United.  A  senior  Atlantic  Coast  pi 
might  make  $90,000  a  year;  a  747  ca 
tain  at  United  gets  $291,000. 

Were  Delta  and  United  to  end  t 
charade — and  operate  the  regioi 
planes  directly — the  pay  scale  on  the 
planes  would  have  to  come  up  sh  u  . 
Witness  the  recent  strike  that  befell 
gional  airline  Comair  after  Delta  ; 
quired  it  and  tried  to  maintain  Coi 
air's  cheapie  pay  scale. 

It's  not  easy  for  the  p. 
sengers  to  tell  where  Delta 
United  leaves  off  and  / 
lantic  Coast  picks  up. 
lantic's  110  aircraft 
painted  in  Delta  Connect! 
or  United  Express  colors. 

Nor  are  the  passeng' 
complaining.  A  new  gene 
tion  of  32-to-70-seat  fiiel- 
ficient  jets  built  by  Bo 
hardier,  Embraer  a 
Fairchild  Domier  is  gradui 
replacing  the  rattletrap  ti 
boprops  that  used  to  def 
the  regional  airline  busin« 
Used  for  flights  under  1,1 
miles,  the  small  jets  are  qu 
comfortable  and  every  bil 
fast  as  a  fuel-sucking  120-seat  737. 

Atlantic  Coast  Chief  Execut 
Kerry  Skeen,  48,  who  owns  shai 
worth  $5.9  million,  is  certainly  i 
complaining.  "My  goal  was  never 
run  the  largest  airline  or  to  be  CEC 
United,"  says  Skeen,  who  helpj 


Discount  Pilots 


Delta  get  its  connector  airline  p 
gram  off  the  ground  in  the  m 
1 980s  before  going  to  work  at  W'c 
Air,  the  predecessor  airline 
Atlantic  Coast. 

A  few  bumps  lie  ahead.  To  m. 
age  Atlantic  Coast's  45%  rise  in  p 
sengers  to  8  million  by  2003,  Sk( 
needs  500  more  pilots.  He  might  h 
to  boost  starting  pay  beyond  the 
cent  increase. 


OUR  SECURITY  SOFTWARE 
ROTECTS  ftWtl,  SU*?,  AND  tUHQ. 


d  tell  you  who  some  of  our  major  clients  are,  but  they  might  hove  us  killed.  Suffice 
)  say,  they're  people  for  whom  secrecy  is  paramount.  And  they  wouldn't  settle  for 
thing  but  the  best  security  software.  That's  why  they  turn  to  us.  But  they're  not  the 
'  ones.  Many  of  the  largest  companies  on  Earth  depend  on  us  for  their  authentication, 
lorization,  and  administration  security.  That's  how  we  got  to  be  the  world's  largest 
siness  security  software  provider.  Every  day,  our  software  protects  millions  of  users, 
jding  billions  of  dollars  in  wire  transfers.  And  we've  been  in  the  business  for  25 
s.  The  way  we  see  it,  if  you  don't  have  the  best  security,  you  don't  really  have  any. 


Computer  Associates^ 


uO  TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS^' 


ca.com 


'1  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


The  more  powerful  Acura  3.5RL.  Now  available  with  OnStar.  Talk  about  a  great  discovery.  The 
newly  refined  3.5RL®  is  even  more  of  a  high-performance  luxury  sedan  than  it  was  before.  It  has  more  horsepower 
(225  hp  to  be  exact).  More  torque.  A  more  responsive  autobahn-tested  suspension.  And  let's  not  overlook  the  added 
security  of  an  OnStar®  system.  All  so  you  can  make  a  graceful  exit.  Very,  very  quickly.  ®ACURA 
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SREG  G.  JENKINS  HAS  $2  BIL- 
lion  burning  a  hole  in  his 
pocket  and  one  of  history's 
greatest  flea  markets  to 
shop  in.  As  head  of  broad- 
band trading  for  El  Paso 
rp.,  he  is  charged  with  building 
communications  into  a  business 
t  will  rival  the  Houston-based  com- 
ly's  wholesale  natural  gas  and  elec- 


Already  El  Paso  owns  the  second- 
largest  fiber  network  in  Houston,  with 
connections  to  every  central  office 
switch  operated  by  regional  phone 
giant  SBC  Communications.  Jenkins 
also  has  taken  over  telco  hotels  in  Sili- 
con Valley,  Los  Angeles,  Chicago  and 
New  York,  where  more  than  100  long- 
haul  carriers  connect  with  local  fiber 
lines  in  so-called  meet-me  rooms  sim- 


capacity  at  known  chokepoints  in  the 
national  telecommunications  grid  to 
take  advantage  of  price  spikes,  as  well 
as  selling  short  in  areas  with  a  loom- 
ing glut.  "When  the  volatility  that  is  in- 
herent in  the  [broadband]  market  is 
recognized,"  Jenkins  says,  "we  will  have 
a  really  huge  business." 

That  business  may  come  at  the  ex- 
pense of  carriers  like  Qwest,  Level  3 


litter 


El  Paso  could  make  a  bundle  trading 
lines  and  directing  digital  traffic- 
while  the  owners  of  long-distance 

lines  are  getting  killed.  BY  DANIEL  FISHER 


:ity  operations,  which  generated  $43 
ion  in  revenue  last  year.  With  the 
ssing  of  El  Paso  Chairman  William 
se,  Jenkins  plans  to  buy  fiber-optic 
lipment,  metropolitan  communica- 
ns  loops  and  even  "telco  hotels" 
ffed  with  switches  that  allow  cus- 
lers  to  select  among  many  compet- 
carriers. 

Nothing  like  a  shopping  spree  at  a 
!  sale — courtesy  of  would-be  fiber 
nts  like  NorthPoint  Communica- 
lis  and  360  Communications  as  they 
ral  into  bankruptcy  and  unload 
ir  assets  at  a  fraction  of  the  cost, 
e're  going  to  get  a  lot  more  bang  for 
buck  than  we  were  a  year  ago," 
^ts  Jenkins,  43,  who  won  the  broad- 
[id  beat  last  June  after  running  El 
o's  gas  and  electricity  trading  desks, 
u  have  a  bunch  of  half-completed 
jects  with  a  questionable  market  for 
services  and  no  source  of  capital  to 
sh  the  job." 

Of  course,  just  because  something 
heap  doesn't  mean  it's  a  good  in- 
tment.  Jenkins  insists  he  will  be  a 
■ctive  buyer.  While  he  has  purchased 
K"  long-distance  lines,  he  is  gener- 
avoiding  the  glutted  interstate  mar- 
in  favor  of  local  connections.  Says 
kins,  "I  want  to  be  where  con- 
lints  are,  and  they  are  in  metro  mar- 
^,  not  long-haul  markets." 


ilar  to  old-fashioned  telephone  switch- 
boards. With  upgrades  in  the  equip- 
ment, he  will  soon  be  able  to  connect  a 
corporate  customer  to  a  long-distance 
carrier  in  minutes  rather  than  the  24 
hours  it  now  takes. 

That  way.  El  Paso's  customers — 
and  its  own  trading  desk — can  better 
exploit  short-term  swings  in  supply 
and  demand,  just  as  they  do  every  day 
in  the  gas  and  electricity  markets.  Al- 
ready Jenkins  has  been  doing  some 
basic  (by  gas  or  electricity  standards) 
arbitrage  plays  such  as  contracting  for 


JEMtFr^e  Fall 


The  price  of  an  0C3  circuit  (which 
transmits  145  megabits  of  information 
per  second)  from  New  York  to  London 
has  fallen  83%  over  18  months. 


and  AT&T,  which  will  see  prices  col- 
lapse as  telecommunications  service 
becomes  even  more  of  a  commodity. 
In  less  than  a  year  the  lease  price  of  a 
circuit  capable  of  transporting  145 
megabits  a  second  between  New  York 
and  Los  Angeles  has  plunged  92%  to 
$2,500  a  month.  It's  still  falhng. 

Jenkins'  21  broadband  traders  can 
do  exotic  contracts,  including  futures, 
options  and  other  derivatives.  They 
have  done  fewer  than  500  trades  so  far, 
with  a  notional  value  of  about  $17 
million,  hardly  enough  to  deplete 
AT&T's  income  statement.  But  the 
prospect  of  more  trading,  and  more 
transparent  pricing,  should  worry  the 
long-haul  carriers,  says  J.P.  Crametz,  a 
consultant  at  RateXchange,  a  San 
Francisco  bandwidth  clearinghouse. 
Has  your  company's  phone  bill  fallen 
92%  in  the  past  year?  Go  back  to  your 
carriers  and  haggle. 

"The  reason  the  broadband  mar- 
ket is  where  it  is,  is  because  there  has 
been  zero  capital  efficiency  over  the 
past  few  years — everybody  has  tried 
to  replicate  everything,"  Jenkins  says. 
"We  are  presenting  a  situation  where 
greater  capital  efficiency  can  begin  to 
take  place." 

That's  the  polite  way  of  saying  it. 
The  blunter  way:  Watch  for  more 
bankruptcy  filings.  F 
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Prairie  Home  Commercial 

Public  radio  is  getting  hot— and  looking  for  all  the  world  like  its 
for-profit  competition.  Meet  the  mogul  who's  made  the  most  of  it. 


BY  LEIGH  GALLAGHER 

THE  MICROPHONE  OF  MAR- 
ketplace  Productions,  which 
produces  the  public  radio  busi- 
ness show  of  that  name,  used  to 
be  in  a  windowless  warehouse 
in  the  South  Central  area  of  Los  Angeles. 
The  staflf  was  doubled  up  at  "bunk  desks"; 
stray  roosters  from  an  adjacent  tenement 
crowed  in  the  parking  lot. 

In  May  the  show's  45  employees 
moved  into  spanking-new  $3.5  million 
digs  amid  downtown  skyscrapers.  Its 
German  digital  recording  system  is  the 
first  of  its  kind  to  be  used  in  the  U.S.;  in- 
stead of  roosters,  there  is  valet  parking. 

Marketplace,  now  affdiated  with 
Minnesota  Public  Radio,  is  a  dramatic 
example  of  how  noncommercial  radio 
has  taken  on  the  trappings  of  the  for- 
profit  broadcast  industry.  Public  radio 
used  to  mean  a  collection  of  shoestring 
operations  that  survived  on  government 
handouts  and  fundraising  appeals  to  lis- 
teners. Now  it  looks  rather  commercial, 
with  a  collective  $536  million  in  annual 
revenue,  18%  of  it  coming  from  corpo- 
rate sponsors  whose  plugs  sound  an 
awful  lot  like  any  other  broadcast  ads. 

The  mogul  behind  MPR  is  a  lanky, 
soft-spoken  Minnesotan  named  William 
Kling.  Starting  with  a  single  college  radio 
station  in  1967,  Kling  has  built  an  em- 
pire that  owns  30  broadcast  licenses  and 
14  nationally  syndicated  shows,  notably 
including  A  Prairie  Home  Companion. 
His  crass  attention  to  the  bottom  Hne  has 
made  enemies  in  the  do-gooder,  high- 
minded  public  radio  world,  but  it's  pay- 
ing off.  He  got  the  money  to  furnish 
Marketplace's  fancy  new  studio  in  part 
from  a  wildly  successful  mail-order  gig. 

In  1969  Kling,  then  26,  needed  a 
morning  classical  music  host  for  the  sta- 
tion he  had  started  at  rural  St.  John's 
Abbey  and  University.  He  hired  a  recent 
University  of  Minnesota  graduate.  Gar- 
rison Keillor,  who  became  a  hit  on  the 


dreary  6  a.m.  to  9  a.m.  shift.  Kling  soon 
moved  on  to  the  Twin  Cities  to  start 
putting  togetlier  a  network  He  took  Keil- 
lor with  him  and  ultimately  let  him  try 
Uve  broadcasts  of  a  variety  show.  Keillor's 
Prairie  Home  shtick — small-town  satire 
and  down-home  music  revue — devel- 
oped a  cult  following.  In  1978,  when 
haughty  National  Public  Radio  refused 
to  distribute  it,  KMng  set  about  forming  a 
separate  operation  (now  Public  Radio 
International)  to  do  so.  KUng's  various 
entities  altogether  had  $54  million  in  rev- 
enue in  its  latest  year;  rival  and  sometime 
collaborator  NPR  took  in  $86  million. 

Around  the  time  that  KUng  was  try- 
ing to  syndicate  Prairie  Home,  the  new 
Reagan  Administration  was  prodding 


public  broadcasters  to  raise  more  moi 
on  their  own.  Kling's  newsroom  was 
ready  one  of  the  biggest  in  the  state,  2 
KHng  started  re-editing  its  output  for 
on  commercial  stations.  Keillor,  me; 
time,  decided  he  wanted  to  reward  Ic 
listeners  with  a  free  poster  of  "Powd 
milk  Biscuits,"  an  allusion  to  a  fictiti< 
sponsor  that  was  part  of  the  Prairie  He 
gag.  The  poster  giveaway  evolved  int 
thriving  for-profit  merchandise  ope 
tion  that  MPR  sold  off  to  Target  Corp 
1998  for  $123  million.  Most  of  the  p 
ceeds  went  into  MPR's  endowment;  Kl 
himself  got  a  cool  $2.6  million. 

Across  America  the  771  taxpay 
supported  public  radio  stations  are  < 
ing  more  commercial  all  the  time,  i 
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ing  is  simply  capitalizing  on  that 
.'nd.  The  stations  invest  in  focus 
Dups,  sophisticated  fiindraising  soft- 
ire  and  junk-mail  campaigns;  they 
ve  rate  cards  and  commissioned 
es  forces.  "Public  radio  people  are 
ginning  to  realize  how  valuable 
eir  franchises  are,"  says  Thomas 
ylor,  editor  of  M  Street  Daily,  a 
ide  publication. 

True,  public  radio  is  still  dwarfed 
its  for-profit  counterparts,  which 
ke  in  $20  billion  a  year  in  ad  rev- 
ue. But  note  that  the  audience  for 
bUc  radio  is  up  57%  over  the  past 
cade,  while  radio  overall  has  seen 
fenership  hours  decline  13%  since 
93.  In  the  past  six  years  WNYC  in 
;w  York,  the  largest  NPR  member 
tion,  has  seen  its  budget  jump  from 
million  to  $21  million.  Corporate 
derwriting  has  ballooned  as  com- 
nies  seek  to  reach  an  educated,  af- 
ent  and  influential  demographic, 
's  a  desirable  audience  that's  diffi- 
It  to  find  in  a  lot  of  commercial 
5adcasting,"  says  James  Harman, 
mager  of  corporate  advertising  for 
•neral  Electric,  which  underwrites 
irketplace  with  $1.2  million  a  year, 
spite  all  the  commercialism,  pub- 
radio  in  1999  still  hauled  in  $180 
llion  in  donations  ft^om  listeners. 
Kling  isn't  standing  still.  Last  year, 
"ough  MPR's  newly  renamed  par- 
t,  American  Public  Media  Group, 
took  control  of  KPCC,  a  struggling 
s  Angeles-area  station  owned  by 
sadena  City  College.  KPCC  is  using 
Jinesota's  support  services  to  save 
operating  costs  and  its  content  to 
ract  listeners;  KPCC's  audience  is  up 
%.  "That's  commercial  radio," 
orts  Ruth  Seymour,  general  man- 
;r  of  rival  KCRW  in  Santa  Monica, 
^ocal  service]  is  getting  down- 
ided  and  downgraded  by  people 
10  are  trying  to  replicate  Bill  Kling." 
At  MPR  headquarters — known  as 
:  "Klingdom" — tlie  man  who  took 
ke  Wobegon's  cracker-barrel  lore  to 
vaiting  nation  shakes  his  head  at 
;h  talk.  "There  are  a  lot  of  people 
10  still  live  in  the  1960s  milieu,  where 
iiall  is  beautifiil,"  Kling  says.  F 


Time  to  Operate 

Count  on  Congress  to  design 
a  medical  subsidy  that  is 
complicated  and  stupid. 

BY  IRA  CARNAHAN 

STERLING  OPTICAL  MANAGER 
William  Whitmer  sees  the 
frenzied  customers  crowd  his 
Washington,  D.C.  store  every 
December.  "They  walk  in  and 
say,  'I'll  pick  out  the  glasses  after  the 
first  of  the  year,  but  I've  got  to  spend  it 
today  or  I'll  lose  it,' "  he  reports. 

These  shoppers  are  rushing  to  use 
up  the  balances  in  their  health  care  flex- 
ible-spending accounts  (fSAs).  The  tax 
law  allows  workers  to  divert  some  of 
their  salary,  before  taxes,  into  one  of 
these  accounts.  But  it  also  dictates  that 
any  money  left  in  an  account  on  Dec.  3 1 
reverts  to  the  employer.  That's  how  the 
FSA  turns  into  a  subsidy  for  overpriced 
designer  glasses. 

Congress  just  can't  decide  whether  to 
permit  tax  deductions  for  medical  ex- 
penses. Once  upon  a  time  it  did.  That  got 
too  costly  for  the  U.S.  Treasury,  so  Con- 
gress largely  eliminated  the  deduction — 
while  still  permitting  FSAs.  The  FSA  ritual 
adds  lots  of  paperwork  to  the  process 
and  includes  two  bizarre  rules.  One  says 
that  workers  have  to  guess  their  medical 
outlays  before  the  year  begins  and  forfeit 
some  of  their  hard-earned  money  if  they 
guess  too  high.  Gotcha! 

The  other  rule  says  that  employers 
are  required  to  hand  a  windfall  to  FSA 
participants  who  leave  their  jobs.  Say 
you  sign  up  for  a  $4,800  FSA,  with  $400 
a  month  taken  out  of  your  paycheck.  If 


you  quit  on  Jan.  31,  you  can 
claim  up  to  $4,800  in  unre- 
imbursed expenses  incurred 
by  Jan.  31,  even  though  you 
have  chipped  in  only  $400. 

Congress  has  not  set  a  ceil- 
ing on  the  amount  that  can  be 
put  into  an  FSA,  but  the  em- 
ployer usually  sets  one  because 
it  doesn't  want  to  get  stiffed  by 
departing  workers.  Some 
high- turnover  employers  cap 
FSAs  at  $750.  The  forfeiture 
rule  makes  participants  timid 
with  the  FSA,  and  the  windfall 
rule  makes  employers  timid. 
The  effect  of  all  this  is  to  Umit 
the  budgetary  cost  of  FSAs. 
Aren't  politicians  clever? 
The  Bush  Administration  is  asking 
for  a  change  that  would  make  the  FSA 
law  slightly  less  asinine.  It  would  let 
workers  salvage  up  to  $500  a  year  in 
unused  funds  from  an  FSA.  Money 
could  be  rolled  over  into  the  next  year's 
FSA,  diverted  into  a  401  (k),  or  simply 
taken  out  and  taxed.  Estimated  cost  to 
the  Treasury:  $840  million  a  year. 

The  change  could  have  a  big  impact. 
Right  now  just  one-fifth  of  workers  eli- 
gible to  put  money  into  FSAs  do  so.  Par- 
ticipation could  more  than  double  if 
folks  didn't  fear  losing  unspent  cash,  ar- 
gues Randall  Abbott  of  personnel  con- 
sulting firm  Watson  Wyatt  Worldwide. 
Moreover,  workers  who  use  the  accounts 
now  typicaUy  put  too  little  in  because 
they  don't  want  to  lose  money.  Their 
fears  are  misplaced;  forfeitures  average 
all  of  $16  per  participant.  (Advice  to 
high-bracket  workers:  Put  more  into 
your  FSA.  Don't  get  so  hung  up  on  for- 
feiting a  few  dollars  that  you  miss  out  on 
big  tax  savings.) 

With  medical  costs  again  rising  fast, 
employers  are  shifting  more  of  the  fi- 
nancial burden  to  workers  by  raising  de- 
ductibles and  co-payments.  That  makes 
sense;  employees  may  be  smarter  health 
care  consumers  if  they  pick  up  part  of  the 
tab.  In  such  an  environment  FSAs  could 
play  a  big  role.  Instead  they're  hobbled 
by  rules  that  tend  to  make  workers  not 
smart  consumers,  but — come  Decem- 
ber— frantic,  wasteful  ones.  F 
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Payback  Time 

Metris  Cos.  Chief  Ronald 
Zebeck  says  he  deserves 
respect.  Hold  the  applause. 


BY  MATTHEW  SWIBEL 

WE  SHOULDN'T  EVEN 
exist,"  jokes  Ronald 
Zebeck.  The  chief  execu- 
tive of  credit  card  issuer 
Metris  Cos.  has  a  point, 
considering  hiis  customer  base.  He  pushes 
plastic  to  4.5  million  households  that 
bring  home  about  $40,000  a  year;  many 
are  immigrants  without  credit  history,  or 
college-age  slackers  whom  larger  rivals 
like  First  USA  and  Discover  take  pains  to 
avoid.  Metris  prices  for  risk,  charging 
cardholders  an  average  19.7%  interest, 
roughly  three  points  above  the  industry 
average.  The  rate  can  kick  up  to  30% 
when,  say,  the  borrower  is  over  limit  or 
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Promises  (of  30%  earnings 
growth)  to  keep:  Zebeck. 

late  with  two  consecutive 
payments. 

If  defaults  <ion't  get 
out  of  hand,  this  is  a  for- 
mula for  profits.  Last 
year  the  Minnetonka, 
Minn,  outfit  netted  $195 
million  on  receivables 
that  ended  the  year  at 
$9.3  billion  (including 
those  it  owns  and  those 
it  has  packaged  into 
securities).  Providian 
Financial,  which  tar- 
gets similar  customers, 
earned  $800  million  on 
$27  billion  of  receivables. 

Still,  Metris  has  trou- 
ble getting  respect — de- 
spite the  credentials  of 
the  46-year-old  Zebeck, 
who  spent  ten  years  as  a 
product  manager  at 
Citibank,  headed  up 
General  Motors'  credit 
card  program  and  served 
for  a  year  as  chairman  of 
the  board  of  MasterCard 
International.  His  peers, 
he  says,  would  quip, 
"What's  Metris,  some- 
thing you  sleep  on?"  At  a 
recent  $35,  Metris  goes 
for  16  times  trailing 
earnings,  versus  26  for 
Capital  One  Financial 
and  20  for  Providian. 

Maybe  the  markets  know  something. 
Metris,  a  five-year-old  Fingerhut  spinoff, 
is  under  tremendous  pressure — some  of 
it  self-inflicted.  Zebeck  sold  35%  of 
Metris  to  Thomas  H.  Lee,  an  investor  not 
known  for  his  patience.  And,  despite  ris- 
ing unemployment  and  an  expected  20% 
annual  leap  in  personal  bankruptcy  fil- 
ings this  year  to  1.5  million,  Zebeck 
promises  net  income  growth  of  30%.  It 
gives  you  some  idea  of  how  different  the 
credit  card  business  is  fi"om  commercial 
banking,  considering  that  Metris  spends 
almost  twice  as  much  providing  for 
deadbeat  accounts  as  it  does  on  interest. 
The  deadbeats  are  becoming  a  real 


nuisance.  Metris  has  seen  its  delinque 
balances  (30  days  or  more  unpaid)  clir 
to  8.4%  of  receivables.  Another  numl 
to  watch  is  the  charge-off  rate,  wh 
looks  at  how  quickly  loans  move  fn 
the  delinquent  category  to  the  hopci 
category,  annualizes  that  number  a 
compares  it  with  a  figure  for  loans  o 
standing.  When  current  charge-offs 
compared  with  loan  balances  ft^on  i ; 
months  earlier,  the  annualized  loss  i 
jumps  to  12.9%,  compared  with  5.5°/. 
Capital  One  and  1 1 .4%  at  Providian. 

More  than  its  competitors.  Met 
hits  up  customers  for  late  fees  and  o\ 
limit  fees  and  by  selling  them  credit 
surance  and  warranties  on  items  it 
buy  with  Metris  and  third-party  car 
Such  extras  brought  in  $209  million 
the  first  quarter,  up  1 1%  fi-om  the  ye 
earlier  quarter.  What's  wrong  with  t 
noninterest  income?  Just  that  much  c 
comes  disproportionately  fi-om  borrc 
ers  who  are  highly  likely  to  default,  s 
David  Hines  of  Avalon  Research  Gro 
If  Hines  is  right,  Zebeck  is  sowing 
seeds  of  trouble  with  his  growth  strate 

Metris  faces  a  nasty  bind.  To  ke 
pace  with  its  growth  targets  it  must  f 
new  customers;  but  to  do  that  it  must 
ther  litter  mailboxes  with  ever  more  ji 
mail  or  reach  out  to  seedier  borrowi 
Its  credit  card  account  total  grew  o 
19,000  in  the  first  quarter  of  2001,  do 
from  163,000  a  year  earlier.  Meanwh 
regulations  taking  effect  in  July  may  li 
Metris'  marketing  to  new  customers,  s 
its  annual  report.  Privacy-related  pre 
sions  in  the  1999  Gramm-Leach-Bl 
Act  "could  require  us  to  limit  or  si 
stantially  modify  our  enhancem 
services  and  credit  card  market 
activities  ...  in  ways  that  would  m 
likely  decrease  our  revenue."  Those  pe 
regulators.  In  May  Metris  agreed  to  " 
$3.2  miUion  to  customers  after  a  fedt 
bank  regulator  condemned  its  sales 
marketing  tactics,  including  misident 
ing  finance  charges  as  processing  fee: 

Metris  is  holding  its  breath  for  a  r 
deal  with  Western  Union  that  promc 
cards  through  direct  mail,  TV  and  W 
ern  Union's  retail  outlets.  Says  Zeb« 
"We  have  always  surprised  people." ' 
next  surprise  may  be  unpleasant. 
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She  greets 

Presidents  and  Kings. 

But  she  welcomes 

you  just  as  warmly. 


But  her  hospitality 

IS  aistinctiv  Indian. 


Bombay 
The  Taj  Mahal  Hotel 
New  Delhi 
Taj  Palace  Hotel 
New  Delhi 
Taj  Bengal 
Calcutta 
Taj  Coromandel 
Madras 

The  Taj  West  End 
Bangalore 

Other  properties  include 
Business  Hotels,  Palaces, 
Resorts  and  Retreats. 


She  is  India's  largest 
hotel  group,  with  over 
fifty  unique  properties 
spread  across  South  Asia. 
She  runs  six  Luxury 
hotels  that  epitomize 

elegance  and  style. 
She  has  a  wide  choice 
of  exceptional  suites  and 

sumptuous  rooms. 
Her  business  amenities 
are  outstanding. 
Her  distinctive  bars 
and  restaurants  are 
amongst  India's  finest. 
Her  heritage  is  long. 
Her  efficiency  is  complete. 
Her  care  is  remarkable. 
She  is  the  Taj. 

TAJ 

Luxury  Hotels 

Nobody  cares  as  much. 

For  reservations  contact 
The  Leading  Hotels  of  the  World 

800-223-6800  or 
Taj  Reservation  Network,  India 
Fax:  (91  22)  283  7272 
E-mail:  trn@tajhoteU.com 

or  www.tajhotels.com 
or  your  travel  consultant. 
For  further  information 
call  (212)  515  5889. 
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Catch  Me  If  You  Can 

With  profits  hurting,  companies  are  getting 
imaginative  about  the  way  they  keep  their 
books.  Before  investing,  investigate. 


BY  ELIZABETH  MACOONALD 

DESPITE  A  WELL-PUBLICIZED 
crackdown  by  the  Securities 
&  Exchange  Commission  on 
accounting  puffery,  accounts 
are  still  getting  puffed  up. 
Some  examples: 

>^  Sales  yet  to  come.  Covance  netted 
$15.2  million  last  year  on  $868  million 
in  revenues  from  sales  of  its  contract  re- 
search services  to  big  drug  companies. 
Despite  the  meager  profits,  the  com- 
pany recently  commanded  a  $22 
stock  price,  near  its  52-week  high, 
and  a  $1.3  billion  market  valuation 
by  dint  of  its  growth  prospects. 

Covance  could  be  getting  ahead 
of  itself,  however.  It  has  the  curious 
habit  of  including  "unbilled  ser- 
vices" in  its  financial  results,  mean- 
ing bills  that  have  yet  to  be  paid  by, 
or  even  mailed  to,  customers.  That's 
worrisome,  since  Covance  lets  its 
customers  torpedo  contracts  any- 
time they  want.  Though  Covance 
says  it's  never  had  a  significant 
writeoff  for  these  amounts,  its  "un- 
billed" sums  grew  26%  last  year  to 
$66  million,  faster  than  the  5%  rise 
in  Covance's  total  revenues. 

Covance's  rival  Parexel  Interna- 
tional also  included  unbilled  ser- 
vices— $77  million  in  its  fiscal  2000 
results,  ending  June  30.  More  dis- 
turbing, its  customers  canceled  $37 
million  worth  of  contracts  during  the 
six  months  ended  Dec.  31.  Parexel  says 
recording  unbilled  services  is  standard 
procedure  in  the  industry. 
►The  vaporized  acquisition.  One  way 
to  boost  future  profits  is  to  take  exorbi- 
tant "nonrecurring"  charges  today.  The 
acquisition  of  a  business  presents  this 
opportunity:  You  buy  something  for  a 
lot  of  money,  write  down  the  pur- 
chased assets  to  zero,  then  call  any  pro- 
ceeds from  those  assets  "profit,"  ex- 


plains Howard  Schilit,  head  of  the  Cen- 
ter for  Financial  Research  &  Analysis,  a 
Rockville,  Md.  research  boutique. 

When  WebMethods,  a  seller  of  soft- 
ware that  helps  companies  work  more 
closely  with  customers  and  suppliers 
online,  bought  IntelliFrame  from  Com- 
puter Network  in  February,  it  vaporized 
the  entire  $32  million  acquisition  cost, 
saying  the  acquired  assets  were  "in- 
process  research  and  development." 
Mary  Dridi,  WebMethods'  chief  finan- 


cial officer,  argues  that  WebMethods  is 
not  going  to  sell  IntelliFrame's  software 
as  is  and  instead  is  "ripping"  it  apart  to 
embed  it  in  WebMethods'  own  prod- 
ucts. But  is  the  IntelliFrame  work-flow 
software  really  worthless  on  its  own? 
IntelliFrame  sold  licenses  for  the  soft- 
ware right  before  WebMethods  bought 
the  operation,  and  Computer  Network 
has  retained  the  right  to  sell  Intel- 
liFrame's software  as  it  stood  in  Febru- 
ary, with  no  fees  due  to  WebMethods. 
Dridi  adamantly  says  the  accounting  is 


proper  and  that  the  auditors  agree. 

WebMethods  needs  a  profit  boost 
Before  the  writeoff  for  IntelliFrame, 
lost  $100  million  on  $202  million 
revenue  in  its  Mar.  31  fiscal  year.  1 
stock  is  trading  at  $20,  off  its  52-we 
high  of  $195. 

►  Play  money.  Primedia,  a  compa 
that  owns  magazine,  broadcast  and  o 
line  properties,  is  hurting.  Its  stock  Lsi 
$7,  way  off  its  52-week  high  of  $22,  a: 
it's  swimming  in  a  vat  of  red  ink:  $3 
million  in  losses  through  Dec.  3 1 , 20( 
So  Primedia  is  grabbing  revenues  ar 
where  it  can — including  from  itself. 

Primedia  did  not  literally  book  n 
enues  received  from  itself,  but  it  und' 
took  a  sequence  of  transactions  that  h 
exactly  that  effect.  In  October  it  a 
nounced  that  it  would  buy  About 
Web  site  and  Internet  portal.  At  I 
same  time.  About  agreed  to  buy  S 
million  of  advertising  spots  in  P 
media  properties,  paying  not  w 
cash  but  with  shares  of  About  sto 
Primedia  then  booked  $37  milli 
of  "noncash  revenue"  in  the  fou 
quarter  of  2000  and  $29  million 
the  first  quarter  of  2001.  Much 
that  revenue  (Primedia  isn't  say 
how  much)  came  from  the  ads-f 
equity  deal  Primedia  struck  w 
About.  Primedia  completed  the 
quisition  in  March  for  $53 1  mill 
in  stock,  according  to  filings. 

Preposterous,  especially  sii 
Primedia  was  getting  About's  stc 
in  the  acquisition  anyway,  s 
Craig  Sheets,  an  analyst  who  wo 
at  Schilit's  research  house.  And 
circular  flow  of  ad  money  has 
effect  of  inflating  not  just  F 
media's  top  line  but  the  bottom  lint 
well,  since  the  $72  million  outlay  d 
not  show  up  as  a  cost  on  Primedia's 
come  statement,  Sheets  says. 

Primedia  insists  that  the  About  c 
followed  established  accounting  ri 
and  that  revenues  from  this  deal ; 
from  similar  trades  with  20  other  c 
cerns,  mostly  Internet  companies, 
be  sharply  reduced  in  future  quarter 
that  good  news?  With  less  juice  to 
top  line,  Primedia's  stock  could 
socked  even  more. 
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BY  JOHN  H.  CHRISTY 

YEAR  AND  A  HALF 
into  his  tenure  atop 
IBarclays  Group, 
Matthew  Barrett  is  bid- 
ding to  restore  the  Lon- 
don-based bank  to  its 
former  glory.  As  recently 
as  the  early  i980s  Bar- 
clays, with  its  famous 
black  eagle  logo,  ranked 
fifth  in  the  world  in  as- 
sets. Today,  in  most  areas 
of  finance,  it  is  rather  in 
the  second  tier. 

Not  for  long,  if  Bar- 
rett and  crew  can  accom- 
plish their  aims.  Take  the 
head  of  the  Barclays  Cap- 
ital unit,  Concord,  Mass. 
native  Robert  Diamond, 
who  earned  his  stripes  at 
Morgan    Stanley  and 
Credit     Suisse  First 
Boston.  "I  want  us  to  be 
the  premier  European  investment 
bank  for  debt  finance,"  he  says. 
His  institution  has  a  ways  to  go 
against  the  likes  of  Deutsche  Bank 
and  UBS.  But  Diamond  and  his 
boss  argue  that  the  advent  of  the 
euro  means  new  opportunities  to 
raise  capital  in  Europe  and  that 
this  shift  will  aid  Barclays  in  its 
competition  against  the  big  American 
houses. 

At  a  time  when  its  competitors  are 
cutting  back,  Barclays  is  adding  staff.  In 
May  Diamond  hired  away  Deutsche's 
corporate-debt  underwriting  star 
Grant  Kvalheim  and  several  other  sea- 
soned bankers.  Another  raid  in  June 
added  15  from  the  German  rival's 
Asian  capital  markets  department.  Car- 
rying the  fight  to  America,  Barclays  has 
hired  25  senior  investment  bankers  in 
New  York  in  the  past  year. 

Once  Britain's  biggest  bank,  Bar- 
clays steadily  lost  ground  in  the  1990s 
to  competitors  at  home  and  overseas. 
By  1998  the  bank's  share  price  was  near 
a  low-water  mark  as  it  was  hammered 
by  exposure  to  Russia's  financial  crisis 
and  the  collapse  of  Long  Term  Capital 
Management.  An  ex-U.S.  Marine  and 


Eagle  Aloft 

An  Irishman,  aided  by  a  Yank, 
is  off  to  a  good  start  turning 
crusty  old  Barclays  around. 


Bank  of  America  veteran,  Michael 
O'Neill,  was  made  chief  executive,  but 
he  left  within  days  for  health  reasons. 

Barrett,  who'd  retired  at  55,  was  in 
Mexico  checking  out  vacation  homes 
when  the  call  came  in  from  Sir  Peter 
Middleton,  chairman  of  Barclays. 
Would  he  like  to  come  out  of  retire- 
ment and  try  to  turn  ailing  Barclays 
around?  "I  put  away  my  snorkel,"  Bar- 
rett recalls,  "and  got  back  to  work." 

Irish  born  and  bred,  Barrett  was  a 
blast  of  ft-esh  air.  He  is  the  first  non-Brit 
to  run  the  bank  since  its  predecessor 
partnership  was  founded  in  1690.  Tall 
and  natty,  he  could  have  been  cast  in 
Hollywood  for  his  role.  But  his  rise 
wasn't  scripted.  Skipping  university  and 
starting  as  a  lowly  clerk  at  the  Bank  of 
Montreal's  London  office  in  1962,  Bar- 
rett worked  his  way  to  the  top  job  at  the 


Canadian  bank,  which 
ran  from  1990  to  1999 

Along  the  way 
learned  a  few  things,  si 
as  how  to  consolidate  £ 
cut  costs.  Thus  Barcl 
was  able  to  squeeze  m 
than  $500  million  out 
a  combination  with  a 
U.K.  mortgage  ban! 
Since  Barrett's  arr 
Barclays  shares  have  n 
27%,  to  $121  for  its  h 
York  Stock  Exchan 
listed  ADRs,  close  to 
alltime  high.  In  the  }; 
12  months  the  rise 
been  50%,  while  a  wc 
bank  benchmark  is 
just  8%.  Last  year  E 
clays'  pretax  profits  g 
40%  and  earnings 
share,  19%.  Return 
equity  has  climbed  ft 
15%  in  1997  to  23% 
year,  matching  America's  C 
group  and  well  ahead  of  Bri 
rival  HSBC's  17%. 

Still,  Barclays  trades  at 
times  book  value  and  13  tij 
forecast  2001  earnings — vei 
4.0  and  17  for  favored  Citigro 
Investors  seem  to  be  sa> 
that  Matt  Barrett  is  off  to  a 
start,  but  he  hasn't  yet  finished  the 
One  key  division  to  watch  is  Bare 
Capital.  Another  is  San  Franci.' 
based  Barclays  Global  Investors.  Aj 
world's  largest  index  fund  manage 
yes,  bigger  than  Vanguard — with  S 
billion  under  management,  BGI  is  v 
positioned  for  the  booming  global 
mand  for  fund  management  exper 
Its  exchange-traded  funds — know 
"I-Shares" — have  gone  from  7i 
1999  to  $14  billion  under  managci 
today.  The  I-Shares  are  fixed  baske 
stocks  from  a  single  country  or  se 
and  a  cheap  alternative  to  a  con' 
tional  sector  fund. 

Last  year  BGI  kicked  off  $609  mi 
in  fee  income  to  Barclays'  top  lim 
37%  increase  in  a  lousy  year  for 
markets.  The  parent  bank  want 
enjoy  more  of  that  clout  again. 
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SURVIVORS 


SHAKING  OFF  THE  FALL  OF  L.A.  GEAR,  ROBERT  AND 
MICHAEL  GREENBERG  HAVE  MADE  AN  ASTOUNDING 
COMEBACK,  BUILDING  THEIR  SECOND  BLOCKBUSTER 
COMPANY  IN  TWO  DECADES.  BUT  CAN  THIS  FATHER- 
SON  ACT  KEEP  IT  TOGETHER?     BY  MELANIE  WELLS 


ICHAEL  GREENBERG  WATCHED  FOR  YEARS  AS  $980  million,  or  1 4  times  expected  earnings.  That's  lower 

his  father,  Robert,  invented  nothing  but  made  the  market  multiple  and  less  than  rivals  Kenneth  Cole 

a  lot  of  money  on  other  people's  ideas.  There  Nike,  but  fairly  rich  for  a  company  built  on  something  a 

were  wigs,  electronic  tweezers  and  rental  roller  constant  as  shoe  fashions. 


Now  there  are  shoes.  Lots  of  them.  ^ 
Together,  Michael  and  Robert 


The  Greenbergs  insist  they  can  double  revenue  in 
^  years.  In  seven  they  hope  to  hit  $3  billion,  and 
V  have  already  invested  in  enough  warehouse  spa 
W  handle  a  Skechers  with  that  much  revenue- 
'  million  square  feet  in  total,  including  an  artifa 
the  Web  frenzy,  EToys'  colossal  distribution  ce 


A  flash  in  the  pan  or  the  next  global  footwear  br. 


Greenberg  run  Skechers  USA,  one  of  the  nation's  ■  L*"*  i 
hottest  names  in  footwear.  It's  a  company  that  uses  ^^R^^AiA 
the  elder  Greenberg's  skill  as  a  practiced  knockofif  JBZ  jM 
artist  to  full  effect:  As  chief  executive  Robert  leads  a  ^vVl^V 
group  of  style  spotters  who  seize  on  all  types  of  new  1  <W 
shoes  as  soon  as  they  hit  the  street.  Skechers  then  creates  I  \ 
its  own  versions.  By  the  time  middle  America  catches  on  jHMjff 
to  a  new  style — say,  sUngback  sneakers  that  slip  on  and  ^H^^H 
have  a  strap  in  back — Skechers  has  a  lower-priced  M^^^M 
lookalike  in  stores.  m^^^^M 


lendess  husde  and  a  precarious  balancing  act:  It  i 
pounce  fast  on  new  trends  but  bail  out  as  a  fad  tire; 
shoes  must  spark  me-too  purchases  but  not  b 
ubiquitous  that  fickle  kids  reject  the  brand  as  "o 


But  that's  the  easy  part. 


SKECHERS  IS  AT  A  CRITICAL  POINT.  It  relies  oi 


You  can  make  a  quick  fortune  selling  stylish,  af-  Wf^^^Bli 
fordable  shoes.  The  nine-year-old  company  is  ex-    f  /^^^^B 

pected  to  earn  $70  million  on  sales  of  $960  mil-     /  /  ^^WMl 
lion  in  2001,  a  42%  increase  in  revenue  over  Jfj^i 
last  year.  Wall  Street  values  this  operation  at  '■^ 


Too  much  success,  in  this  business,  can  cause  fai 
retailers  already  complain  that  the  shoes  are 
broadly  distributed,  sold  by  3,500  retaile: 
25,000  stores.  And  on  Wall  Street,  whisper^ 
cent  weeks  are  that  the  company's  next  ear; 
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FATHER  AND 
SON  ARE 
DETERMINED, 
DESPERATE 
EVEN, FOR 
SKECHERS  TO 
SUCCEED. 
THESE  GUYS 
HAVE  A  LOT 
TO  PROVE. 

Sirlo  by  side  but  i  lol  always  in  sync; 
Hilicn  and  Micttael  Greclibietg. 


MecnersusA 


SERIAL  HUCKSTER:  FROM  HEAD  TO  TOE 

Robert  Greenberg  started  out  cutting  hair  but  found  a  I6t  of  different  ways  to  make  a  buck  over  the  years. 


1962:  Robert  Greenberg,  a 
hair  stylist,  opens  a  hair  salon 
called  Talk  of  the  Town  in 
Brookline,  Mass. 
1965:  Starts  wig  wholesaler 
Wig  Bazaar. 

1968:  Opens  a  shop  called  Wigs 
'n  Things  and  a  mail-order  wlg- 


and-toupee 
company.  Sells  Wig 
Bazaar. 

1969:  Sells  Talk  of  the  Town. 
1970:  Buys  a  company  called 
Europa  Group,  which  becomes  the 
holding  company  for  his  other 
businesses. 


1971:  Buys  a  publicly  tra 
company  called  Medata  C 
Systems,  renaming  it  Eur 
It  trades  as  a  penny  stoci 
1973:  Starts  importing  a 
clocks  from  South  Korea. ' 
buys  them 
for  $16 
each.  He 
sells  them 
for  $129. 


i6 


report,  due  out  soon,  could  disappoint. 

Another  challenge:  About  half  of  sales 
come  from  sneakers,  especially  the  En- 
ergy. That's  a  line  of  sneakers  beloved  by 
teenage  suburban  girls;  the  lace-up  ver- 
sion fans  call  the  "Britney"  overseas, 
where  pop  pup  Britney  Spears  is  a  Skech- 
ers  endorser.  Not  only  are  the  girls  a  fickle 
bunch,  their  enthusiasm  makes  it  harder 
to  appeal  to  urban  street  kids  and  to  the 
adult  men  the  Greenbergs  are  targeting 
with  a  line  of  dress  shoes.  A  few  big  bets 
on  styles  that  don't  cut  it  could  spell 
trouble  for  a  company  that  must  stay  a 
step  ahead. 

FATHER  AND  SON  ARE  DETER- 
mined — desperate,  even — for  Skechers 
to  succeed.  These  guys  have  a  lot  to 
prove,  for  they  are  haunted  by  a  massive 
failure.  In  the  1980s  Robert  Greenberg 
built  one  of  the  nation's  hottest  brands, 
L.A.  Gear.  Its  profits  coUapsed  overnight, 
and  in  the  rescue  operation  both  Robert 
and  Michael  Greenberg  were  ousted. 
Now  the  Greenbergs  are  in  an  eerily  sim- 
ilar position.  By  year-end  Skechers  will 
be  about  the  same  size  as  L.A.  Gear  was 
just  before  it  unraveled.  The  decisions 
they  are  making  now — move  beyond 
footwear?  sell  shoes  under  other  brand 
names?  place  a  big  bet  overseas? — could 
determine  whether  this  company  will  be- 
come the  next  Nike  or  another  Green- 
berg disaster. 

Making  decisions  can  be  an  exercise 
in  head-butting  between  father  and  son. 
They  could  hardly  be  more  different. 
Robert,  61,  is  a  gregarious,  diminutive 
man  with  a  deep  California  tan,  a  thick 
Beantown  accent  and  an  overdeveloped 
sense  of  showmanship.  He  likes  to  call 
himself  "Captain  Marvel."  Personality- 
wise,  son  Michael,  38,  is  distinctly  un- 
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marvelous.  He  is  the  second-eldest  of 
Greenberg's  five  sons — all  of  whom 
work  at  the  company — and  is  methodi- 
cal and  guarded,  uneasy  in  the  spotlight 
and  lacking  his  father's  abundant  confi- 
dence. He  speaks  slowly,  as  if  double- 
checking  every  word.  He  has  inherited 
his  father's  love  of  business,  but  not  his 
stomach  for  startups,  especially  after  L.A. 
Gear's  fall.  "I  saw  what  the  demise  of  a 
company  looks  like,"  he  says.  "I  have  no 
intention  of  ever  starting  over  again." 

Often  it's  Michael  who  tries  to  act  as 
a  throttle  to  Big  Daddy's  jet  engine.  At 
this  point  Robert  Green-  hi-o  AUf  lAfl  I  AT 
berg  is  clearly  in  charge,   I  oAW  WrlAI 
but  Michael  asserts  him- 
self more  and  more.  It  was 
the  son  who  pushed  the 
father  into  taking  Skechers 
public   in    1999.  And 
Michael  is  determined  to 
take  over,  someday.  Some 
on  Wall  Street  wonder 
whether  Skechers  can  suc- 
ceed without  the  flashy  fa- 
ther at  the  helm,  but  his 
son  doesn't  admit  to  any 
doubts.  "Skechers  could  absolutely  thrive 
if  Robert  left  the  company,"  Michael  says. 

Robert  Greenberg  has  come  a  long 
way  from  working-class  Boston 
He  grew  up  working  in  his 
father's  fresh-produce 
stand.  His  dad's  idea  of 
how  to  toughen  up  his 
only  son  was  to  insist  that 
Robert  not  wear  gloves  at 


THE  DEMISE  OF 
A  COMPANY 
LOOKS  LIKE. 
I  HAVE  NO 
INTENTION  OF 
STARTING 
OVER  AGAIN." 


ticed  that  $3  women's-bangs  hairpit 
could  be  restyled  to  look  like  m 
toupees,  so  he  bought  a  bunch  and 
ads  for  $59.95  toupees  in  the  Natk. 
Enquirer. 

MICHAEL  GREW  UP  IDOLIZING 
charismatic  father.  After  Robert  divor 
Michael's  mother  and  moved  with 
second  family  from  Boston  to  Los  Ar 
les  in  1979,  the  teenage  Michael,  who 
living  with  his  mother,  followed  his  c 
"My  father,  when  I  was  that  age,  wa 
on  water,"  he  says. 

Michael  Greenberg  was  in  col 
when  Robert,  who  ow 
a  women's  apparel  s 
called  L.A.  Gear,  stai 
importing  simple  car 
sneakers  to  tap  the  a« 
bics  craze  in  1983.  Tf 
were  the  days  when  p 
white-and-black  Ree 
sneakers  were  hot.  Gr« 
berg  copied  the  shoe 
slapped  on  the  name 
Gear.  Soon  after,  he  rc 
into    a  typically 
footwear  trade  show 
1956  Thunderbird  convertible  covi 
with  different-colored  versions  of 
shoe.  Mitchell  Modell,  chief  executi^ 
retailer  Modell's,  was  so 
pressed  with  Greenbe 
stunt  that  he  placec 
order,  even  though 
didn't  think  it  would 
SeU  they  did.  L.A.( 
took  off,  and  Mi 


work  in  winter.  After  high 
school  Robert  attended  hair-dress- 
ing school  and  opened  a  Boston  beauty 
salon.  When  wags  got  hot,  he  started  sell- 
ing them  in  his  salon.  In  the  1970s  he  no- 


^fNERG^        dropped  out  of  junior  co 
to  join  Dad's  business  in  1 
after  first  working  as  a  shoestore  s. 
man  to  learn  the  business.  Robert 
figuring  things  out  as  he  barr 


1974:  Sells  Eu- 
ropa  Hair.  Starts 
importing  jeans, 
using  the  brand 
name  Wild  Oats.  He 
sells  them  to  de- 
partment stores, 
enberg  funds  Remova- 
pany  that  sells  electronic 
hair-removal  device, 
rts  Roller  Skates  of 


America,  a 
roller  skate 
sales  and 
rental  shop  in 
Los  Angeles. 
1382:  Green- 
berg  grosses  $3  million  from  a 
$10,000  license  he  secured  to  sell 
shoelaces  printed  with  the  image 
of  'E.T.,"  from  the  movie. 
1983:  Opens  L.A.  Gear,  a  women's 


apparel  store  in  Los  Angeles.  He 
starts  importing  sneakers. 

'84:  Greenberg  closes  the  store 
to  concentrate  on  shoe  sales. 
Brand  is  called  L.A.  Gear. 
i986:  L.A.  Gear  sales 
hit  $36  million.  The 
company  goes  public. 
1990:  LA.  Gear  sales 
peak  at  $820  million. 
Stock  hits  $50.  Ifs  the 


ROBERT  RE- 
MEMBERS HIS 
SON  SAYING. 


NOT  THAT'S 
RIDICULOUS," 
SAYS  MICHAEL. 


ig — it  took  a  while  before  he  even 
w  what  a  midsole  was  (the  cushion- 
atop  the  sole).  He  spent  hours  skulk- 
around  rival  booths  at  industry 
ws.  There,  he  would  study  competi- 
'  shoes  and  soak  up  the  ^ 
,o  as  salesmen  hawked 
ds  to  retailers.  Snoop- 
was  so  important  to 
)ert  Greenberg  that  he 
ided  having  his  picture 
^n  for  years.  He  even 

i  an  in-flight  magazine  "Anon  I  I  ITpi  V 
m  it  published  a  pic-  '^DOULU  I  LLT 

;  of  him. 

Sales  hit  $36  million  in 
6.  In  1990,  L.A.  Gear's 
k  year,  sales  topped 

0  million,  making  the 
ipany  the  nation's  third-largest 
aker  vendor  behind  Nike  and 
bok.  Greenberg  made  L.A.  Gear  a 
lion  brand  by  putting  fringe, 
lestones  and  fuchsia  laces 
he  shoes.  Ads  played  up 

sun-drenched,  fun 
.  lifestyle.  Says  Green- 
l,  "It  was  silly,  what  I 

getting  away  with." 
In  more  ways  than  one. 
lert  Greenberg  was  unable  to  keep 
with  the  company's  growth.  He 
ck  licensing  deal  after  deal,  roUing  out 
:hes,  T  shirts,  jeans  and  other  gew- 
s  emblazoned  with  L.A.  Gear's  name, 
n  came  the  consequences  of  big  suc- 
— the  brand  lost  cachet.  Stuff  piled 
n  warehouses  and  discount  bins.  Re- 
•rs  canceled  orders.  Greenberg,  des- 
ite  to  bolster  sales,  signed  a  $4.5  mil- 

1  promotional  deal  in  1990  with 
hael  Jackson;  it  was  a  colossal  flop, 
pushed  into  men's  performance 


shoes,  a  memorable  move  only  because 
one  of  his  shoes  fell  apart  on  court  dur- 
ing a  televised  Marquette  University  bas- 
ketball game.  "If  Greenberg  was  right,  he 
was  right  big.  If  he  was  wrong,  he  was 
wrong  big,"  says  Mark 
Goldston,  who  succeeded 
Robert  as  president  of  L.A. 
Gear;  he  now  is  chief  of 
NetZero. 

L.A.  Gear's  stock  tum- 
bled from  $50  in  mid- 
1990  to  $10  in  January 
1991.  In  1990  shareholders 
sued,  alleging  that  Green- 
berg and  others  had  issued 
misleading  statements  to 
inflate  the  stock  and  sold 
shares  before  bad  news. 
The  company  settled  for  $54  million,  and 
Robert,  who  owned  29%  of  L.A.  Gear's 
stock,  chipped  in  about  10%  of  the 
amount.  L.A.  Gear,  in  default  with 
its  banks,  needed  money.  The 
next  year  Greenberg  sold  a 
34%  controlling  stake  for 
$100  miUion  to  Trefoil 
Capital  Investors,  an  in- 
vestment fund  led  by  Roy  E. 


Disney's  Shamrock  Holdings. 


(Trefoil  exited  at  a  loss  in  1997,  and 
today  L.A.  Gear  is  barely  a  presence  in 
the  shoe  business.) 

Robert  Greenberg's  rescuers  pushed 
him  out  four  months  after  coming  in,  in 
January  1992;  he  left  with  more  than  $55 
million.  To  this  day  he  insists  L.A.  Gear's 
fate  was  unfortunate  but  not  a  personal 
failure.  "I  walked  out  of  L.A.  Gear  so  rich. 
You  call  that  a  failure?"  he  says.  But  even 
"Captain  Marvel"  gets  beaten  down. 
When  he  left  L.A.  Gear,  few  people  in  the 
shoe  biz  expected  to  see  him  again.  Even 


third-largest  U.S.  sneaker  company. 
1991:  The  party's  over:  L.A.  Gear 
posts  a  $68.2  million  loss.  Trefoil 
Capital  Investors  buys  a  34% 

stake  in  the  company  for 
$100  million. 
1992:  Greenberg  is 
forced  out  of  L.A.  Gear. 
A  few  days  later,  with  son 
Michael,  he  starts 
Skechers. 


he  says  he  expected  to  retire  for  a  while. 

The  father  was  fired  on  a  Friday.  On 
Monday  morning  he  received  a  desperate 
call  from  Michael,  who  was  national  sales 
manager  at  L.A.  Gear.  Goldston  had  just 
fired  him.  "Dad,  they  just  let  me  go.  What 
do  you  think  we  should  do?"  Michael 
asked.  Within  hours,  Robert  had  decided 
on  his  next  business:  a  distributorship  for 
clunky,  black  Doc  Martens  shoes  and 
boots,  around  since  1945  and  newly  pop- 
ularized by  grunge  fashion. 

Skechers  was  born.  Working  out  of 
the  first  floor  of  a  beachfront  house 
Robert  owns  in  Manhattan  Beach,  CaUf., 
father  and  son  set  up  shop.  Robert,  the 
sole  investor,  put  up  $13  million.  They 
sold  $40  million  in  Doc  Martens  that  first 
year.  But  then,  a  setback  The  Greenbergs' 
relationship  with  R.  Griggs  Group,  the 
company  that  owns  the  Doc  Martens 
trademark,  went  bad  in  1993.  They  lost 
the  distributorship  the  next  year. 

MICHAEL  ADMITS  HE  TOOK  IT  HARD. 
"Dad,  I  quit,"  Robert  remembers  him 
saying.  Says  Michael:  "Absolutely  not. 
That's  ridiculous.  I  didn't  quit."  But 
Robert  had  already  donned  his  copycat 
hat  and  was  importing  a  line  of  lower- 
priced  lookalike  utility  footwear  from  the 
Asian  company  that  supplied  Wolverine 
and  Caterpillar.  The  Greenbergs  put  the 
name  Skechers  on  the  lower-priced  line. 
The  name,  street  slang  for  a  person  who 
can't  sit  still,  had  been  suggested  by 
Joshua  Greenberg,  28,  Robert's  youngest 
son  and  now  a  Skechers  vice  president 
who  designs  men's  sneakers.  (Years  later, 
Griggs  sued  Skechers  for  pirating  its  de- 
signs; the  suit  was  settled  without  any 
cash  changing  hands.) 

As  Skechers  grew,  the  Greenbergs 
were  joined  by  1 5  displaced  L.A.  Gear 
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Shoe  mania:  Michael  Greenberg  had  to  convince  his  father  that  Skechers  should  open  retail  stores,  where  it  watches  hip  footwear  trends  and  gets  feedback  from  custoi 


folks,  including  David  Weinberg,  now 
chief  financial  officer,  and  Michelle 
Kelchak,  a  lead  designer.  For  a  few  years 
they  sold  sneakers  and  street  shoes  under 
four  brand  names,  including  Cross 
Colours,  Karl  Kani  and  So. .  .L.A.  In  1996 
they  rolled  out  women's  sneakers  under 
the  Skechers  name,  and  sales  hit  $115 
million.  By  1997  sales  were  $185  million 
and  only  the  Skechers  brand  remained. 

In  1998,  as  sales  passed  $370  million, 
Michael  Greenberg  and  Weinberg,  the 
chief  financial  officer,  wanted  to  raise 
money  to  pay  off  $67  million  in  debt,  let 
Robert  take  out  the  $13  million  he  put 
in,  and  fund  still  more  growth.  They 
wanted  to  go  public,  but  they  needed 
Robert's  approval.  No  way,  he  said. 
"Robert  was  scarred  by  L.A.  Gear,"  re- 
calls Michael  Rubin,  chief  of  Global 
Sports,  a  Web  sporting  goods  retailer. 
"He  said,  'We  have  a  great  business.  We're 
making  lots  of  money.  Why  not  build  a 


multibillion-dollar  private  company?'  " 
It  took  months  of  prodding,  but 
Robert  finally  relented.  Skechers  went 
public,  selling  7  million  shares  in  June 
1999  at  $  11 .  But  because  of  Robert's  fall 
at  L.A.  Gear — and  because  Skechers  is  a 
disturbingly  similar  business — Wall 
Street  was  leery.  The  stock  fell  for  months 
after  that.  It  didn't  start  heating  up  until 
early  last  year  when  the  order  backlog 
jumped  and  sales  growth  accelerated. 
Now  the  shares  trade  just  below  $30. 
Greenberg  family  members  have  taken 
advantage  of  the  strength  to  unload  1.8 
million  shares  this  year. 

For  now,  people  can't  seem  to  get 
enough  of  these  shoes.  Designers  at  the 
company  quickly  "approximate"  styles 
of  sneakers,  sandals  and  loafers  soon  after 
they  hit  the  street  in  New  York,  London 
or  Amsterdam.  They  roU  out  hundreds 
of  designs  a  year,  spotting  a  fad  and  get- 
ting their  version  into  stores  in  three 


months,  beating  rivals  by  a  mont 
more.  In  1999,  when  Robert 
Kelchak,  the  designer,  spotted  bow 
style  shoes  made  by  an  edgy  Spa 
company  called  Camper,  they  qu 
came  up  with  a  Skechers  version.  B 
time  Prada  and  Kenneth  Cole  deh 
similar  shoes  for  $100,  Skechers  h 
lookalike  in  stores  at  $55. 

WHEN  A  SHOE  MAKES  IT,  SKECh 
milks  it,  rolling  out  as  many  varia 
as  possible.  The  Energy  sneaker  is  a  c 
mon  sole  with  more  than  100  difti 
.  upper  styles  and  colors.  There  are 
less  pull-on,  sling-back  and  roller- 
versions.  Salespeople  in  Skecher 
company-owned  stores  are  instruct 
bring  out  several  different  colors 
styles  for  every  pair  a  customer  as 
try  on.  That  trick,  and  Skechers'  af 
able  prices,  means  that  some  30%  oi 
tomers  walk  out  of  its  own  stores 
more  than  one  pair  of  shoes. 
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DREAM  ON- 


The  R505.  Powerful,  portable,  versatile. 
Is  it  possible  to  fall  in  love  with  an  inanimate  object? 


I"  thin.  375-lb..  850  MHz'  super-fast,  super-slim  notebook  megastor. 
Centerfold  material,  yes.  But.  smart  too.  Models  starting  at  $2 


With  the  optional  wafer-thin  SlimDock™  docking  station,  the  R505 
becomes  an  oll-ln-one.  3-drive  notebook  in  seconds  with  CD-RW/DVD 
combo  and  floppy  drive.  This  is  true  love  after  all.  not 
some  high  school  crush.  SlimDock  station  starting  at  ^399 


ow  and  get  a  free  wireless  modem  from  CoAmerica.* 

sign  a  2-year  contract  with  GoAmericas  wireless  Intemet  service. 

our  local  retailer  or  www.sony.com/vaio  today.  To  buy  now,  coll  I-888-46I-VAIO. 


Sony  PCs  use  genuine  Microsoft'  Windows® 
www.microsoft.com/plracy/howtotell 


\/MO 


Sony  Electronics  Inc.  All  rights  reserved.  Reproduction  in  whole  or  in  port  without  written  permission  is  prohibited.  Prices,  specifications,  and  promotions  ore  valid 
the  US,  and  ore  subject  to  change  without  notice.  Prices  and  promotions  do  not  include  opplicable  sales  tax  or  shipping  and  handling.  Retailer  price  may  vary  Sony, 
e  VAIO  logo,  the  Sony  logo.  SlimDock  and  Dream  On  ore  trademorks  of  Sony  Microsoft  ond  Windows  are  trademarks  of  Microsoft  Corporation  All  other  trademarks  are  trademarks 
respective  owners.  MHz  denotes  microprocessor  internal  clock  speed,  other  factors  may  affect  application  performance  'Offer  valid  with  the  purchase  of  an  eligible 
^lO  PC  and  enrollment  in  GoAmericas  wireless  Internet  service  plan  Valid  I2/OI/00-7/3I/OI  and  in  the  U  S  only  Other  restrictions  apply,  wireless  coverage  not  available  everywhere. 
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STEPPING  UR^ 


Wall  Street  was  slow  to  warm  up  to  Skechers* 
stock.  It  took  off  last  year  but  sagged  recently 
because  of  the  shaky  retail  environment. 
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Source:  FT  Interactive  Data  Corp  via  FactSet 
Research  Systems. 


Skechers  keeps  its  prices  down  by 
using  less-expensive  leather  and  other 
materials  than  some  of  its  rivals.  Sneak- 
ers, which  don't  feature  the  bells  and 
whistles  that  Nike  and  Reebok  offer, 
aren't  pitched  as  performance  wear.  Ads 
feature  young,  cute  people  sitting 
around.  No  one  jogs  or  skateboards.  No 
one  even  breaks  a  sweat.  Even  the  $55 
Energy  "jogger"  is  pretty  much  just  for 
hanging  out  and  looking  hip. 

SKECHERS' POTEMTUL  FDR  GROWTH 
is  enormous  overseas,  where  its  shoes 
are  sold  through  35  distributors.  This 
year,  10%  of  revenue  will  come  fi"om  in- 
ternational sales.  The  Greenbergs  aim  to 
hit  25%  in  as  little  as  three  years.  They 
have  opened  Skechers  stores  in  London, 
Paris  and  Oberhausen,  Germany  and 
may  add  20  more  cities  in  a  few  years. 

Teen  girls  everywhere  seem  to  be 
Skechers'  biggest  fans,  but  the  company 
is  careful  not  to  openly  cater  to  them  in 
the  U.S.  It  shuns  over-the-top,  glittery 
teenybopper  looks  to  avoid  spooking 
grown-ups,  who  also  wear  Skechers. 
That's  one  reason  Britney  pitches  shoes 
only  in  overseas  markets,  where  she  is 
almost  as  well  known  for  her  Energys  as 
she  is  for  her  bare  belly  button.  Here 
the  only  celebrity  endorsers  are  actors 
Rob  Lowe  and  Matt  Dillon  for  the 
Skechers  Collection  men's  line.  "We 
don't  want  to  paint  the  brand  as  too 
bubblegum,"  says  Michael  Greenberg. 

On  tliat  much  father  and  son  agree, 
but  they  differ  on  matters  of  style  and 
substance.  The  son  argued  against  his 
father's  impulse  to  shell  out  $1  million 


to  secure  store  space  in  Italy.  The  idea 
has  been  scrapped  for  now.  Michael 
also  rejected  his  father's  idea  to  open  a 
second  company  store  near  a  popular 
one  on  34th  Street  in  Manhattan.  His 
dad  relented.  But  other  times  Robert 
won't  budge.  He  insisted  on  spending 
$300,000  on  a  splashy  bash  for  employ- 
ees, an  extravagance  that  bugged 
Michael.  "Personally,"  says  the  son,  "I 
wouldn't  have  had  the  party." 

Says  Dad:  "We  gotta  celebrate." 

WMLE  MS  FATHER  THMKS  OF  WAYS 
to  spend  money,  Michael  focuses  on 
reeling  it  in.  He  thinks  Skechers  could 
bring  in  $50  million  a  year  through  li- 
censing that  would  extend  the  Skechers 
name  to  watches,  backpacks  and  other 
doodads  in  the  U.S.  Robert  refuses, 
mindful  of  the  overlicensing  that  helped 
kill  L.A.  Gear.  Dad  has  final  say,  with 
44%  of  the  company's  stock.  For  now 
Michael,  who  owns  5%,  says  he  realizes 
this  battle  is  lost:  "You  hear  'no'  enough 
times  and  you  become  convinced." 

Not  always.  It  was 
Michael's  idea  to  open 
Skechers'  own  shops  in 
1995.  Robert  resisted, 
fearing  retailers  would 
view  it  as  competition. 
Michael  prevailed,  con- 
vincing his  dad  the  stores 
would  serve  as  both 
brand  presence  and  mar- 
keting labs.  Turns  out 
they  also  bring  in  revenue 
— $85  million  this  year. 
"Just  because  business 
was  conducted  one  way 
in  the  1980s  doesn't 
mean  it's  conducted  that  way  in  2001," 
Michael  says.  "I  have  to  remind  Robert 
of  that  occasionally." 

Their  latest  skirmish  is  over 
how   to   sell   to  young 
African-American  men. 
Even  with  its  street-lingo 
name,  Skechers  is  one  of 
few    popular  fashion 
brands  to  take  off  among 
suburban  teens  without  first 
being  embraced  by  the  rap  crowd. 
Michael  wants  to  introduce  a  line  of 
hea\y-soled  leather  streetwear  with  the 


FATHER  AND 
SON  WANT  TO 
PROVE  THAT 
SKECHERS  HAS 
WHAT  IT  TAKES 
TO  SURVIVE:  "I 
HAVE  TO  PROVE 
IT  TO  MICHAEL; 
SAYS  ROBERT. 


name  SKX  this  fall,  dropping  the  Skec 
ers  name;  few  customers  will  recogn 
that  SKX  is  the  compan/s  stock  symb 
Robert  says  he  wants  to  target  1 
urban  market,  too,  but  if  there's  an  S 
line,  he  insists  it  should  say  "Engineei 
by  Skechers"  on  the  shoebox.  It's  sti 
matter  of  debate. 

Marketing  is  one  reason  for  Skei 
ers'  success  so  far.  Unlike  some  rival; 
advertises  on  television.  Its  print  ads 
everywhere.  And  despite  Skechers'  n 
mentum,  Robert  still  thinks  nothing, 
spending  $5  million  on  an  over-the- 
display  at  the  year's  biggest  footw 
show.  One  recent  year  there  were  lasi 
dancers  and  a  30-foot  transparent  \ 
displaying  tens  of  thousands  of  she 
Greenberg  spends  up  to  9%  of  revei 
on  marketing.  "It  takes  flamboyanc) 
build  a  brand  name,"  he  says. 

Father  and  son  want  to  prove  t 
Skechers  has  what  it  takes  to  surv 
and  thrive,  even  when  a  "rage," 
Robert  calls  it,  fades.  But  while  Micl 
wants  to  prove  it  to 
world,  Robert  confes 
that  he  really  cares  to  c 
vince  only  one  person: 
second  son.  "I  have 
prove  it  to  Michael,' 
says  quietly.  "It  dri 
me."  What  about 
other  sons?  "The  oth 
aren't  skeptical." 

They  are  an  odd  c 
pie,  but  their  differer 
could  keep  Skechers 
track.  "Michael  is  a  \ 
aggressive  guy  wh 
going  to  make  this  wo 
says  Brian  C.  Cook,  chief  of  Fam 
Footwear,  which  sells  $90  millioi 
Skechers  a  year. 

Inside  the  company  it's 
cepted  as  fact  that  Micl 
will  eventually  succeed 
father  as  boss,  bu 
timetable  isn't  set. 
question  is,  can  he  succ 
without  his  father?  ' 
Robert:  "He  did  have  to  v, 
on  listening  to  his  father  more,  bu 
does  that  well  now. ...  He  could  run 
place." 


68     FORBES  -  August  6,  2001 


THE 


CURE 


FOR  E-MAIL  SEPARATION  ANXIETY. 


MOTOROLA 


MOTOROLA 


.100%  wireless;  0%  dial-in  \ 


.Use  existing  e-mail  addressi 


.Filter  subject,  sender,  length , 


e  Motorola  Timeport "  P935  Personal  Communicator 


intelligence 


everywhere 


ireless  e-mail.  Get  it.  Send  it.  When  you're  on  the  go.  You  control  what  e-mails  come  in  and  how  you  receive  them. 
]  dialing  in  for  messages.  They  pop  up  quickly.  You  respond  quickly.  And  with  everything  from  2-way  texting  to 
ilendar  to  contacts,  it  keeps  you  totally  organized.  Want  to  use  your  existing  e-mail  address?  Check  out  Motorola 
yMail  software.  Customized  applications?  We've  got  that  too.  Along  with  other  innovative  wireless  e-mail  solutions. 

Purchase  and  activate  a  Timeport  P935  Personal  Communicator  by  October  31  and  get  the  first  month 


TOrOLO 


of  service  free.'  Call  1-800-619-9543,  code  6413,  or  visit  motorola.com/messaging/solutions/offer3 


i  service  for  one  month.  Carrier  conditions  apply.  Offer  exclusively  available  tfirough  participating  representatives.  Limit  one  montti  free  service.  To  be  eligible,  Timeport  P935  Personal 
imunicator  must  be  purchased  by  10/31/01  and  activated  within  30  days  of  purchase.  Void  where  prohibited,  taxed  or  restricted.  Coverage  available  in  most  areas.  Subject  to  terms  and  conditions. 
TOROLA,  the  Stylized  M  Logo  and  all  other  trademarks  indicated  herein  are  trademarks  of  Motorola,  Inc.  ©  2001  Motorola,  inc.  All  rights  reserved.  Printed  in  the  U.S.A. 


HEDGE  FUNI 


Whaf  s  so  alluring  about  unregulated  investment  partnership  I 


WHAT  DO  BARBRA 
Streisand,  Sena- 
tor Robert  Torri- 
celli  and  Bianca 
Jagger  have  in 
common?  They 
have  all  lost 
money  investing  in  hedge  funds. 

You  don't  have  a  hedge  fund  to  brag 
about  at  lawn  parties?  That  could  be  be- 
cause you're  too  timid  to  swing  for  the 


fences,  as  these  private  investment  part- 
nerships often  do  with  leverage  and  ex- 
otic derivatives.  It  could  be  because  you 
are  not  well  connected.  Hedge  funds, 
after  all,  cannot  advertise,  so  you  have 
to  know  someone  to  get  in  one.  Maybe 
you  are  not  rich  enough.  These  funds 
for  the  eUte  are  allowed  to  take  only  "so- 
phisticated" investors,  defined  as  people 
with  a  $200,000  annual  income  or  a  SI 
million  investable  net  worth. 


Or  maybe  you  are  not  in  a  he 
fund  because  you  know  better. 

Mediocre  returns,  outrageous 
•and  a  whiff  of  scandal  have  not  stop 
the  hedge  fund  business  from  enjo 
explosi\'e  growth  in  the  past  decade, 
cause  these  investment  pools  are  ui 
no  obligation  to  report  their  assets  o 
turns  to  the  Securities  &  Exchc 
Q)mmission,  there  is  no  official  mea 
of  their  size.  But  ad\'isers  and  consult 


m 


BY  JAMES  M.  CLASH,  ROBERT  LENZNER  &  MICHAEL  MAIELLO  WITH  JOSEPHINE  L 
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hey  soak  you  with  high  fees  and  underperform  the  market. 


o  work  in  this  field  believe  that  there 
at  least  6,000  of  them  out  there,  with 
■re  being  created  every  day.  GDmbined 
tts  probably  top  $500  billion,  accord- 
to  London-based  Global  Fund  Analy- 
which  collects  data  on  2,700  hedge 
ds.  Insiders  estimate  the  total  in  1990 
>  just  $15  billion. 

The  surge  in  assets  probably  has 
nething  to  do  with  the  long  bull 
rket,  which,  despite  the  weakness  of 
last  year,  has  left  investors  with  a 
more  money  to  play  with.  Then, 


too,  the  recent  correction  probably 
hasn't  hurt,  since  some  hedge  funds 
promise  to  be  "market-neutral," 
meaning  they  can  make  money 
whether  the  stock  market  is  going  up 
or  down.  The  other  factor  behind  the 
hedge  fund  stampede  is  a  psychological 
one.  Celebrities  are  getting  into  hedge 
funds,  as  are  Ivy  League  endowment 
programs  and  even  state  pension  plans. 
So  why  not  me? 

The  industry — or,  at  least,  the  term 
"hedge  fund" — dates  back  to  1949  and 


money  manager  Alfred  Winslow  Jones. 
He  pitched  the  notion  that  a  smart 
money  man  could  protect  investors 
against  market  spills  by  going  long 
some  stocks  and  short  others.  You'd 
buy  Dow  Chemical,  say,  and  short 
DuPont,  and  (if  you  picked  the  right 
companies)  make  money  whether  the 
chemical  sector  went  up  or  down. 
Since  regulated  mutual  funds  back 
then  were  not  permitted  to  sell  short, 
these  portfoHos  had  to  be  offered  pri- 
vately in  limited  partnerships.  Jones 
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THE  MONEY  VANISHES 


What  does  it  mean  to  say  that  hedge  funds  are  unregu- 
lated? It  means  that  if  there  is  mischief,  the  Securities  & 
Exchange  Commission  will  find  out  about  it  too  late. 
Neophyte  fund  manager  David  Mobley  pilfered  $59  million  from 
the  $120  million  he  tricked  many  Florida  investors  into  giving  him 
between  1993  and  February  of  2000.  He  probably  couldn't  have 
pulled  off  the  scam  in  a  regulated  fund. 

In  promotional  material  for  his  Maricopa  funds,  Mobley  com- 
pared himself  to  a  child  prodigy  who  performed  at  Carnegie  Hall. 
Mozart  Mobley  said  he  "began  playing  the  market  with  his  own 
account  at  Merrill  Lynch  at  the  age  of  13."  Before  reinventing  him- 
self in  wealthy  Naples,  Fla.  in  the  early  1990s,  Mobley  had  been 
an  investor  in  rural  Ohio  real  estate.  He'd  never  worked  as  a  pro- 
fessional money  manager.  But  he  knew  how  to  talk  the  talk:  "A 
way  of  looking  at  our  hedge  funds  is  to  imagine  a  superhighway 
where  you  determine  the  speed  limit,"  he'd  say. 

From  the  start  Mobley  fabricated  the  monthly  statements  he 
sent  to  his  investors.  To  make  the  fund  appear  profitable,  he  paid 
out  some  early  investors  with  money  that  new  investors  supplied. 
He  contended  that  his  four  funds  made  returns  of  50%  a  year.  By 
the  time  the  SEC  froze  his  account  he  was  claiming  $450  million 
in  assets.  Needless  to  say,  the  funds  were  not  properly  audited. 


Without  the  scam  his  numbers  wouldn't  have  looked  t 
good.  Trading  records  portray  Mobley  as  a  bumbling  investor. 
December  1999,  for  example,  he  bought  $203,000  worth  of  S 
100  index  calls,  losing  $79,000  in  a  month.  Mobley  also  tri< 
often  unsuccessfully,  to  short  such  technology  issues  as  Ameri 
Online,  Broadcom  and  Dell  Computer. 

Naples  was  agog  over  the  comings  and  goings  of  its  new( 
financial  entrepreneur.  Mobley  promised  to  develop  a  golf  ai 
country  club  with  a  stadium.  He  bought  a  $1.7  million  home  ne 
Vail,  Colo,  and  several  properties  in  Naples.  His  luxury  car  collfl 
tion  included  a  Jaguar,  Porsche,  Mercedes-Benz  and  BMW 

Wittingly  or  not,  investment  banking  stalwart  Morgan  StanI 
(then  under  the  Dean  Witter  Reynolds  moniker)  helped  MobI 
along  by  serving  as  his  prime  broker.  Thomas  Cleary,  now  a  sen 
vice  president  of  Morgan's  Orlando  office,  was  an  early  Mob 
investor,  ponying  up  $27000.  Naples  attorney  Thomas  Gradji 
suing  the  investment  bank  for  $36  million  on  behalf  of  bilked 
vestors  and  charging  Cleary  should  have  detected  the  fraii 
Cleary  says  he  didn't  know  it  was  all  a  con.  Unless  investors  c 
milk  Morgan  Stanley,  they're  out  of  luck— because  all  the  heo 
fund  money  is  gone.  Mobley,  45,  has  pleaded  guilty  to  fraud  ano 
awaiting  sentencing. 


and  his  imitators  had  a  run  of  success 
for  quite  a  while  seUing  their  invest- 
ment products,  but  the  business  fell 
into  disrepute  in  the  1973-74  market 
crash.  Hedge  funds  that  held  restricted 
securities  (not  freely  salable  to  the  pub- 
lic) got  killed. 

Memories  of  that  disaster  have 
faded,  and  private  funds  have  come 
back  to  Wall  Street  w^ith  a  vengeance. 
For  many  the  "hedge"  is  in  name  only. 
They  may  make  lopsided  leveraged  bets 
on  the  direction  of  the  stock  market  or 
interest  rates.  They  don't  always  stick  to 
stocks.  Some  play  with  currencies, 


some  make  arbitrage  bets  on  convert- 
ible bonds,  some  go  in  and  out  of  mu- 
tual flmds  looking  for  market  "ineffi- 
ciencies." And  extreme  leverage  is 
sometimes  part  of  the  game.  That's 
what  sank  the  infamous  Long-Term 
Capital  Management  three  years  ago, 
nearly  taking  down  the  whole  bond 
market  with  it. 

If  it  isn't  hedging  that  defines  the 
genre,  what  is  it?  Outsize  returns?  Not 
exactly.  Some  hedge  funds  have  done 
spectacularly  well:  Pinnacle  Equity 
made  456%  last  year;  George  Soros 
and  Julian  Robertson  made  billions  for 


their  early  investors.  But  plenty  hi 
been  failures:  Askin  Capital  Manaj 
ment  and  Niederhoffer  Investme 
Fund  are  among  the  more  spectacu 
blowouts  that  destroyed  their 
tomers'  investments. 

We  have  looked  for  common  6 
tures  in  this  thriving  industry — wh 
by  law  caps  each  fund  at  99  investors 
the  traditional  definition  (499  if  tl 
have  $5  million  to  invest) — and  h; 
come  up  with  the  following  definition  t 
hedge  fund  is  any  investment  compt 
that  is  unregulated,  has  Umited  reden 
tion  privileges  and  charges  outrageous  fi 


Trust 


If  you  mess  up  on  Wall 
Street,  don't  despair. 
There's  room  for  you 
in  the  very  forgiving  world 
of  hedge  funds,  where  you 
can  get  a  second  chance- 
witness  these  financiers. 


Wfichael  Berber  lost 
$500  million  when  Manhat- 
tan Investment  blew  up. 


Joseph  Jett,  disgraced 
ex-Kidder,  Peabody  trader, 
founded  Cambridge  Matrix. 


John  Meriwether, 

Long-Term  Capital's  bungler, 
now  runs  JWM  Partners. 


Paul  Mozei 

Salomon  Broth 
mored  to  pilot 
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Burton  Friedlander  has  another  hedge  fund  you  wouldn't  want 
)e  in.  Friedlander,  62,  has  a  long  Wall  Street  pedigree,  including 
Unt  as  a  Sanford  C.  Bernstein  &  Co.  partner  during  the  1980s. 
997  he  opened  his  Stamford,  Conn,  hedge  fund,  Friedlander 
3rnational. 

In  a  civil  complaint  the  SEC  alleges  that  last 
ir  Friedlander  engaged  in  a  complicated 
eme  to  pump  up  the  value  of  a  tiny  Burling- 
,  Vt.-based  Internet  company  called  Enote. 
s  outfit,  which  aimed  to  deliver  e-mail 
Dugh  television  sets  in  competition  with  Mi- 
soft's  WebTV,  accounted  for  40%  of  his 
d's  purported  assets  in  2000.  The  SEC  says 
manipulated  Enote's  value  when  his  other 
h  bets  fizzled,  slowing  the  moneylosing 
d's  bleeding  by  inflating  its  net  asset  value. 
Enote  had  no  revenues  and  relied  solely 
Friedlander  for  financing.  Since  his  fund 
ned  all  the  Enote  preferred  shares  and 
re  than  90%  of  the  warrants,  they  had  no  market  price,  leaving 
ir  worth  at  Friedlander's  discretion.  Regulated  mutual  funds 
I't  hold  positions  like  these.  Hedge  funds  can.  While  Enote's 
ck  dropped  from  $3.15  in  August  2000  to  50  cents  by  year-end, 
;dlander  claimed  that  the  $1.3  million  he'd  invested  in  Enote 
rants  was  worth  $21.8  million.  A  buyer  could  have  acquired  all 


David  Mobley,  a  con-artist  hedge  fund 
manager,  borrowed  from  Peter  to  pay  Paul. 


the  company's  common  stock  for  just  $2.3  million. 

Last  September  Friedlander  lent  Enote  $350,000  in  ex- 
change for  repayment  with  interest  and  2.8  million  warrants. 
Friedlander  told  his  investors  those  warrants  were  worth  $4 
million.  Meanwhile,  says  the  SEC,  he  used 
separate  entities,  including  a  $3  million 
managed  fund  called  Opal,  to  buy  Enote 
stock  on  the  final  day  of  every  month  be- 
tween August  and  December  of  last  year. 
His  purchases,  which  often  accounted  for 
more  than  40%  of  Enote's  volume,  elevated 
the  stock  from  $1.68  to  $3  in  August,  and 
from  18  to  50  cents  in  December. 

In  January  one  of  Friedlander's  in- 
vestors, an  offshore  company  called  Carr 
Global,  sought  to  redeem  its  shares. 
Friedlander  was  only  able  to  pay  Carr  a 
third  of  the  $15  million  it  sought.  But  in 
February  Friedlander  had  no  problem  re- 
deeming $1  million  of  his  own  shares. 

Friedlander,  in  March  testimony  to  the  SEC,  said  his  Enote 
moves  were  bona  fide  transactions  and  his  valuations  were 
fair  assessments  of  illiquid  securities.  He  testified  he  was 
about  to  pay  Carr  another  $2  million  when  the  SEC  started  its 
investigation.  —Robert  Lenzner  and  Michael  Maiello 


The  compensation  system  for  hedge 
d  managers  works  like  the  one  for 
:track  touts.  These  are  the  characters 
)  hang  around  the  betting  window 
ring  tips  and  expect  a  piece  of  your 
nings  if  a  tip  works  out.  If  the  horse 
s,  the  tout  is  nowhere  to  be  found. 
Hedge  funds  get,  by  tradition,  a 
D  cut  of  any  trading  profits,  a  reward 
wn  as  the  "incentive  fee"  or  "carry." 
s  is  on  top  of  the  annual  manage- 
it  fees,  typically  1%  to  2%  of  assets 
er  management.  Why  is  this  outra- 
us?  Because  the  managers  share 
e  of  the  downside.  Heads,  they  win; 
— well,  it  was  your  money. 
Contrast  the  fee  structure  at  a  regu- 
1  mutual  fund;  that  is,  one  open  to 
public  and  supervised  by  the  SEC.  A 
to  2%  annual  expense  charge  (cov- 
g  overhead  and  the  manager's  fee) 
pical.  The  manager  can,  if  he  wants, 
cture  his  fee  so  that  he  gets  a  bit 
a  if  he  beats  a  benchmark.  But  the 
compels  him  to  make  this  fee  sym- 
rical.  Losing  to  the  benchmark 
ins  forfeiting  a  comparable  piece  of 


the  normal  fee.  Managers  can't  abide 
such  terms,  and  you  will  rarely  see  an 
incentive  fee  in  a  public  fund. 

It's  easy  for  a  hedge  customer  to  be 
blind  to  the  unfairness  of  the  one-way 
incentive  fee.  The  hedge  manager's  pitch 
will  be  something  like  this:  I'm  using 
some  sophisticated  arbitrage  strategies, 
and  I'm  going  for  a  50%  return.  No 
guarantees,  you  understand;  this  is  a 
very  risky  investment.  But  if  I  make  the 
50%,  I  want  a  fifth  of  it.  You  still  get 
40%.  Not  counting  the  1%  management 
charge,  which  covers  my  costs,  I  only 
make  money  if  you  make  money.  Is 
making  only  40%  such  a  bad  deal? 

Yes,  it  is.  It's  dreadful.  That  fellow 
with  the  sophisticated  strategy  is  taking 
your  money  to  the  horse  races.  Imagine 
that  you  placed  $100,000  with  him  and 
$100,000  with  another  horse  player. 
One  makes  50%  and  the  other  loses 
50%.  Before  incentive  fees  (and  not 
counting  the  annual  fee),  you  are 
breaking  even.  After  incentive  fees  you 
lose  $10,000.  You  are  down  5%  overall. 

This  gets  worse.  If  you  don't  know 


which  hedge  funds  to  buy,  various  mid- 
dlemen will  find  some  for  you — and 
charge  another  fee  for  doing  so.  Morgan 
Stanley,  for  instance,  sponsors  a  fund  of 
funds.  Liquid  Markets  Fund  I,  that  puts 
investors'  money  into  an  assortment  of 
hedge  funds  that  each  impose  one-way 
incentive  fees  (plus  annual  management 
fees).  Liquid  Markets  layers  another  1% 
fee  atop  all  these  and  also  gets  its  own 
incentive  fee:  5%  of  the  pool's  profits,  if 
those  profits  top  8%. 

Those  funds  of  funds  say  their  extra 
cost  buys  you  the  assurance  that 
they've  vetted  member  funds.  Investors 
in  three — Olympia  Stars,  Sabre  Elite 
Managers  and  Matrix  Himalaya — 
found  out  the  hard  way  how  hollow 
this  assurance  can  be.  The  trio  put 
money  into  Michael  Berger's  Manhat- 
tan Investment  Fund.  Last  November 
Berger  admitted  to  committing  a  mas- 
sive fraud  by  grossly  overstating  his 
performance  since  1996. 

The  usual  hedge  fund  contract  at 
least  protects  you  from  getting  whip- 
sawed  by  a  manager  who  makes  money 
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one  year,  loses  it  the  next  and  makes  it 
back  the  third  year.  The  "high-water 
mark"  provision  works  this  way:  If  the 
manager  gets  an  incentive  fee  for  tak- 
ing the  fund  up  X%,  he  doesn't  get  ad- 
ditional incentive  fees  until  the  fund 
tops  a  cumulative  X%  return.  Say  the 
manager  doubles  a  $10  million  pot  to 
$20  million,  pocketing  a  $2  million  in- 
centive. The  next  year  the  $18  million 
pot  shrinks  to  $10  mUHon.  Additional 
incentive  fees  are  due  only  to  the  extent 
the  manager  pushes  the  fund  above 
$20  mUlion. 

Sadly  for  investors,  the  high-water 
mark  carry  has  created  a  flight  syn- 
drome among  hedge  operators.  If  they 
have  a  really  bad  year  they  just  fold  up 
shop.  After  suffering  heavy  losses  in 
1999  Julian  Robertson  simply  closed  up 
what  was  left  of  his  $22  billion  (peak) 
Tiger  Management  hedge  fund.  It 
would  take  years  for  him  to  climb  out 
of  the  hole.  Of  course  if  he  ever  wanted 
to  start  fresh  with  a  new  management 
company,  there  would  be  no  high- 
water  mark. 

If  you  want  to  know  what's  wrong 
with  the  hedge  fund  concept,  spend 
some  time  with  John  Bogle,  founder  of 
the  Vanguard  Group.  He  has  spent  his 
50-year  career  agitating  for  lower  in- 
vestment costs  and  so  is  naturally  hos- 
tile to  things  like  one-sided  incentive 
fees.  But  he  makes  a  compelling  argu- 
ment. When  you  are  contemplating  the 
returns  you  can  get 


carry,  a  2%  annual  fee  and  taxes.  "I 
don't  think  that  $500  billion  has  a  re- 
mote chance  of  beating  17%,"  he  says. 

Here's  the  beauty  of  hedge  funds  for 
operators,  if  not  investors:  Anybody  can 
open  one.  "Every  Tom,  Dick  and  Harry 
is  putting  out  a  shingle,"  laments  Eliza- 
beth Hilpman,  a  partner  in  Barlow  Part- 
ners, a  seven-year-old  New  York  hedge 
fund  of  funds.  "It's  become  harder  to  tell 
the  good  managers  from  the  bad." 

No  kidding.  Paul  Mozer,  whose  fast- 
and-loose  bond  trading  landed  him  a 
prison  term  and  almost  tanked  Salomon 
Brothers,  is  said  to  have  started  a  hedge 
fund.  And  John  Meriwether,  a  figure  of 
vsridespread  ignominy  after  Long-Term 
Capital  imploded,  has  simply  launched 
a  new  hedge  fund,  JWM  Partners. 

Look  at  some  of  the  charlatans  who 
have  invaded  the  field.  The  secretive  na- 
ture of  hedge  funds  makes  them  entic- 
ing vehicles  for  con  artists  (see  p.  72). 
For  instance,  after  the  SEC  suspended 
him  in  1993  ex-Goldman  Sachs  mort- 
gage trader  Michael  Smirlock  raised 
$700  million  to  start  three  hedge  funds. 
Last  December  he  again  fell  afoul  of  the 
SEC,  which  sued  him  for  hiding  $70 
million  in  losses  from  his  investors. 

And  then  there's  the  sHliness.  Here's 
Bogle  again:  "I  looked  up  one  of  the 
guys  from  the  Worldwide  Integrated 
Equity  Selection  Fund.  He  has  a  million 
dollars  in  proprietary  capital,  and  he 
thinks  assets  are  going  to  double.  He 


Burry  M.D.  after  leaving  his  third  y 
of  residency  in  neurology.  He  starte 
mostly  with  his  own  money,  $1.4  r 
lion,  and  he's  looking  for  more, 
looks  for  opportunities  to  take  adv 
tage  of  illiquidity  and  inefficient  s 
tors.  His  technique  to  manage  risk  i 
buy  on  the  cheap  and,  if  he  take 
short  position — I  hope  you're  all  sitt 
down  for  this — it  is  because  he  belie 
the  stock  will  decline." 

The  obituary  list  of  hedge  fu: 
should  give  pause  to  anyone  imagin 
that  all  these  contraptions  are  boi 
for  glory.  Bad  bets  blew  a  hole 
Streisand's  fund,  BKP  Partners,  in  n 
1998.  She  was  party  to  a  class  ; 
against  manager  Robert  K.  Pryt  and 
onetime  $270  million  fund,  fin 
striking  a  settlement  for  1%  to  2°/i 
investors'  initial  outlays.  TorricelU, 
ever-controversial  New  Jersey  Der 
crat,  and  his  ex-girlfriend  Bianca  Ja§ 
(Mick's  ex-wife)  were  in  the  $13  r 
Hon  Porpoise  Fund  when  it  went  sot 
also  in  1998.  Rick  Yune,  the  hot  yo' 
movie  actor  (The  Fast  and  the  Furio 
used  to  be  a  Wall  Street  trader;  still 
lost  money  in  three  hedge  funds 
now  is  out  of  them  entirely. 

The  unhappy  truth  is  most  he 
funds  can't  deliver  on  their  promis 
beating  the  broader  stock  market  c 
the  long  haul.  During  the  last 
years  (through  May  2001 ),  the  S&P 
returned  an  annual  15%.  But  9  of 


ft"om  investing  this  way, 
he  says,  don't  think 
about  the  456%  that 
this  or  that  manager 
made  in  a  good  year, 
think  about  the  collec- 
tive returns  from  the 
whole  style. 

"I  think  it's  incon- 
ceivable that  you  could 
take  $500  billion  run  by 
6,000  different  managers  and  expect 
these  managers  to  be  smarter  than  the 
rest  of  the  world,"  says  Bogle.  If  the 
overall  market  is  up  10%,  he  calculates, 
then  hedge  fund  operators  would  need 
a  17%  return  to  beat  that — given  a  20% 


Investors  in  CNympia  Stars,  Sabre  Elite  IMan- 
agers  and  Hffatrix  Himalaya  found  out  tfie  hard 
way  tfiat  funds  of  funds  dont  always  screen 
out  bums.  They  put  money  into  Better's  Man- 
hattan Investment  FuncL  Last  November 
Berger  admitted  to  committing  massive  fraud. 


says  that  while  other  market-neutral 
managers  are  making  educated  guesses, 
he  analyzes  the  co- integration  of  stock 
prices.  I  don't  know  what  to  do  about  a 
fund  like  that.  I  don't  know  what  to  do 
about  Scion  Capital,  started  by  Michael 


10  weight-averaged  classes  of  he 
funds  monitored  by  CSFB  Tremont 
livered  sub-S&P  returns,  after  f 
Over  ten  years  hedge  funds  look  e 
worse.  According  to  MarHedge, 
other  hedge  fund  tracker,  ot  iti 
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Hedge  funds  may  rake  in  enormous  fees,  but 
they're  nowhere  without  investors.  And  since 
hedgies  by  law  can't  advertise,  they  must  lure 
money  in  other  ways. 

That's  where  middleman  Jane  Halsey  comes  in. 
An  elegant  blonde  with  a  golden  Rolodex,  she  invited 
75  well-off  guests  to  the  august  Rainbow  Room  atop 
Rockefeller  Center  recently.  Also  on  hand:  20  of  her 
paying  customers  from  hedge  funds.  As  these  fund 
managers  chatted  up  Halsey's  big-bucks  pals  amid 
the  drinks  and  the  food,  she  said:  "It's  the  Martha  Stewart  ap- 
proach to  hedge  fund  marketing.  It's  a  more  intimate  and  ele- 
gant way  to  provide  exposure  for  managers." 

It  certainly  was  a  good  thing  for  Halsey,  who  charged  each 
manager  $10,000  for  the  privilege.  One  manager,  Robert  Z. 
Bliss,  whose  Windmill  Partners  fund  moves  in  and  out  of  mu- 
tual funds  to  capture  purported  market  inefficiencies,  didn't 
sign  up  a  single  investor  that  day.  But  he's  considering  hiring 
Haisey  to  bring  him  clients  directly.  That  won't  be  cheap.  She 
wants  one-fifth  of  his  management  and  incentive  fees. 

Seems  as  if  those  fat  hedge  fund  fees  aren't  all  gravy.  Some 
marketers  are  even  more  costly  than  Halsey.  Marketer  Kenneth 
G.  Rogers  of  Arrow  Investments  pitches  hedge  funds  to  broker- 
ages and  financial  advisers.  His  bill:  a  $100,000  to  $200,000 
retainer  plus  20%  to  30%  of  the  management  and  incentive 
fees  generated  by  whatever  he  raises. 

Some  marketers  partner  up  with  managers  they  represent. 
Bruce  H.  Lipnick's  Asset  Alliance  invests  in  hedge  fund  man- 
agement companies  in  exchange  for  half  of  the  companies'  fu- 
ture earnings.  He  helps  fund  managers  with  logistics,  such  as 
getting  office  space  and  Bloomberg  terminals. 


The  Internet  is  a  lower-cost  alternative  to  flog  hedge  funds. 
Like  HedgeWorld  Markets,  which  operates  a  Web  portal  offer- 
ing a  bulletin  board  for  postings  from  managers,  along  with  free 
hedge  fund  news  and  information.  Ultimately,  founder  Johann 
Wong  wants  to  build  an  electronic  exchange  where  fund  shares 
can  be  bought  and  sold. 

Of  course,  not  everything  on  the  Web  is  on  the  up-and-up. 
Those  scanning  the  HedgeFund.net  site  last  spring  saw  the  Blue 
Water  Fund  featured.  The  site  did  not  disclose  that 
HedgeFund.net  head  Alexander  Shogren  was  a  director  of  Blue 
Water.  Later,  when  Blue  Water  and  Shogren  became  defendants 
in  an  investor  lawsuit,  the  site  did  not  report  the  news,  though 
other  media  outlets  picked  up  the  story.  The  allegation:  Fund 
managers  and  directors  fraudulently  touted  a  thinly  held  stock 
that  the  fund  owned  in  order  to  inflate  the  portfolio's  value. 
Shogren  won't  comment  on  the  suit,  which  has  since  been  set- 
tled. Last  September  he  sold  HedgeFund.net. 

Does  a  marketer  act  as  a  screening  agent?  Not  often.  Diem 
Consultants'  Mark  Nichols  helped  scamster  Michael  Berger 
raise  $180  million  in  1998  and  1999  for  Berger's  Manhattan  In- 
vestment Fund.  Nichols  won't  comment.      — Josephine  Lee 


jor  hedge  fund  categories  only  1, 
led  Global  Established  Markets, 
t  the  S&P's  18%  return  from  1990 
Dugh  the  middle  of  last  year,  and  it 
'  so  by  a  rounding  margin. 
Even  v^orse  news:  These  system- 
;e  figures  are  too  kind  to  hedge 
Ids.  Their  managers  have  no  obliga- 
i  to  report  returns  to  the  SEC.  This 
iness  has  no  Morningstar  or  Upper; 
ge  fund  trackers  cover  just  a  portion 
le  business.  If  hedge  fund  operators 
't  feel  like  answering  a  survey  dur- 
a  bad  quarter,  they  don't.  In  2000's 
quarter  573  hedge  funds  reported 
/larHedge,  but  by  year-end  167  of 


them,  nearly  one-third,  were  missing  in 
action.  Commodities  speculator  Victor 
Niederhoffer  reported  assets  of  $125 
million  to  MarHedge  in  luly  1997.  In 
October  of  that  year  his  position  on  the 
Thai  baht  wiped  out  his  fund.  Rather 
than  record  a  100%  drop  in  the  fund's 
assets,  Niederhoffer  simply  disappeared 
from  MarHedge's  list. 

Auditors  are  no  help,  either.  Unlike 
those  examining  corporations  and 
mutual  funds,  where  they  work  for  in- 
vestors, hedge  fund  auditors  are  in  the 
employ  of  the  managers.  Whatever  in- 
dependence accounting  firms  can 
muster  in  their  corporate  work,  it 


stands  to  reason  they  have  still  less 
with  the  hedgies.  Ernst  &  Young  and 
Deloitte  &  Touche  both  did  audit  work 
for  scamster  Berger.  It  wasn't  their 
fault,  they  said;  Berger  deceived  them. 

Still,  you're  thinking,  aren't  there 
geniuses  out  there  who  could  make 
money  for  me?  Didn't  Warren  Buffett 
have  a  hedge  fund  back  in  the  1960s, 
before  he  bought  control  of  Berkshire 
Hathaway?  I  just  have  to  find  the  next 
Warren  Buffett. 

Good  luck.  You  and  several  hun- 
dred thousand  other  investors  are  look- 
ing for  a  few  geniuses  camouflaged  in  a 
crowd  of  racetrack  touts.  F 
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Our  SUUs  speak  from  experience.  So  we  didn't  forget 
the  little  things:   new  wiper  blades,   oil  and  filter, 
and  a  full   tank  of  gas.   Rll  because  it  ventured  out 
of  the  showroom. 

More  info?  Uisit  www.fordcpo.com. 
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Point  of  View  By  Steve  H.  Hanke 


[owtowingto  Capitalism's  Enemies 


INCE  THE  END  OF  THE  1970S,  FREE-MARKET 
capitalism  has  been  in  and  socialism  has  been  out. 
Privatization,  deregulation  and  open  trade  are  now 
cutting-edge  policies  in  most  countries.  The  trend, 
however,  is  too  much  for  the  suffering  socialists. 
;y  are  biting  back.  Violent  anticapitalist  protests  have 
n  de  rigueur  lately  at  international  summit  meetings,  as 
ness  the  shenanigans  that  bedeviled  the  recent  European 
on  conclave  in  Sweden. 

The  political  backlash  against  capitalism  is  pushed  by  a 
sely  connected  collection  of  40,000  outfits  that  are  eu- 
;mistically  called  non- 
ernmental  organizations 
iRBES,  Nov.  27,  2000). 
ay,  the  bulk  of  them  say 
Y  have  nothing  to  do  with 
lenting  violence.  But  the 
;er  point  is  that  these  NGOs 
spewing  out  nonsensical 
tvs  that  would  harm  the 
»r  who  they  claim  to  cham- 
n.  Worse,  NGOs  are  often 
.erwritten  by  the  very  gov- 
ments  and  corporations 
r  self-righteously  vilify. 
Some  of  this  appeasement 
ley  comes  from  Washing- 
The  World  Resources  In- 
ite,  for  instance,  gets  funds 
n  the  Interior  and  Agriculture  departments  and  the  En- 
nmental  Protection  Agency.  Canada's  government  pro- 
is  almost  half  the  funding  for  the  International  Institute 
Sustainable  Development.  Uncle  Sam  kicked  in  $138,000 
lis  bunch  through  its  fiscal  year  ended  in  March  2001. 
I't  go  looking  for  detailed  financial  statements  on  most 
)s,  though;  they  range  from  skimpy  to  nonexistent. 
Then  there's  the  absurd  roster  of  multinational  busi- 
es that  have  climbed  in  bed  with  the  NGOs.  To  Sir  John 
yne,  group  chief  executive  of  BP  Amoco,  "Business  can- 
afford  to  fall  into  the  trap  of  seeing  NGOs  as  automatic 
nies."  Perhaps  it's  no  coincidence  that  his  company  has 
sively  underperformed  the  S&P  Oil  Composite  index 
s  oil  prices  shot  up  in  1999.  Sir  John's  soothing  words 
at  the  NGOs  recall  General  Douglas  MacArthur's  one- 
i  definition  of  defensive  warfare:  "Defeat." 
loyal  Dutch/Shell  is  another  huge  corporation  seeking 
.ppease  the  NGOs. 


Governments  and 
corporations  try 
to  appease  latter- 
day  socialists  who 
bizarrely  seek  the 

destruction 
of  the  very  system 
that  is  best 
for  the  poor. 


report  in  February  boosting 
what's  called  "sustainable  de- 
velopment"— in  other  words, 
the  kind  that's  supposedly 
sensitive  to  the  environment 
and  society  at  large,  as  deter- 
mined by  the  NGOs.  The  com- 
pany credits  three  NGOs,  in- 
cluding Business  for  Social 
Responsibility,  with  helping 
draft  the  report. 

The  great  NGO  game  is 
laid  bare  in  David  Henderson's  most  recent  book,  Misguided 
Virtue:  False  Notions  of  Corporate  Social  Responsibility,  pub- 
lished by  the  Institute  for  Economic  Affairs  in  London.  Hen- 
derson, former  chief  economist  at  the  Organization  for  Eco- 
nomic Cooperation  &  Development  in  Paris,  documents 
how  uncompromising  the  NGOs  are:  Most  of  them  wUl  be 
satisfied  with  nothing  less  than  an  outright  repudiation  of 
the  capitalist  system. 

A  hallmark  of  the  protesters'  propaganda  campaigns  is 
that  growth  does  little  for  the  poor.  According  to  Jeffrey 
Gates,  head  of  a  Laguna  Beach,  Calif -based  NGO  called  the 
Shared  Capitalism  Institute,  "Capitalism  does  not  raise  all 
boats;  it  raises  all  yachts." 

Not  so.  David  Dollar  and  Aart  Kraay  of  the  World  Bank 
have  examined  the  growth-poverty  nexus,  looking  at  four 
decades  of  data  fi-om  80  countries,  both  developed  and  devel- 
oping. They  discovered  that  growth  generated  by  free-market 
capitalism  indeed  helps  the  poor,  raising  their  incomes  as 
much  as  it  raises  those  of  the  nonpoor.  In  fact.  Dollar  and 
Kraay  found  that  most  procapitalist  policies — such  as  open 
trade  and  the  rule  of  law — systematically  affected  all  segments 
of  the  population  positively  and  proportionately. 

And  they  found  that  two  such  policies  favor  the  poor 
more  than  the  rich.  One  is  reducing  inflation.  This  finding 
confirms  what  survey  data  have  always  shown:  The  poor  fear 
inflation  much  more  than  do  the  rich,  who  have  many  more 
resources  to  protect  themselves  from  its  ravages. 

The  second  policy  is  reduction  of  public  spending.  At 
first  glance  this  is  surprising,  because  public  spending  pro- 
grams are  often  peddled  as  beneficial  to  the  poor.  Turns  out 
that  the  rich  are  much  better  placed  to  feed  at  the  public 
trough.  The  poor  get  crumbs.  The  leaders  of  business  and 
government  should  wake  up  to  what  NGOs  really  are  all 
about — and  stop  subsidizing  them.  F 


oil  giant  released  a 
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ENTREPRENEURS 

HIGH  ON  SPEE 

BOB  LUTZ  puts  you  in  the  driver's  seat— at  ISOmph.  He  hasn't  lost  a  customer  yet. 
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JAMES  M.  CLASH 

NDY  CARS  ARE  SCREAMING  PAST 
Robert  Lutz  at  California  Speedway 
in  Fontana.  Some  of  his  students  are 
hitting  ISOmph  on  the  back- straight. 
This  is  fast  track  in  every  sense.  Lutz 
)  relation  to  the  former  vice  chairman 
Ilhrysler)  has  hitched  himself  to  a  fast- 
wing  spectator  sport  and  a  compan- 
ate  boom  in  racing  instruction.  His 
ool,  CART  Driving  101,  caters  not  to 
»s  but  to  the  hobbyist  who  wants  the 
h  of  pure  speed  yet  isn't  obsessed 
with  winning.  "I'm 
more  interested  in  the 
looks  on  the  faces  of 
my  students  as  they 
climb  out  of  the  car," 
says  Lutz,  31. 

Lutz's  father,  Glenn, 
owns  five  dirt  tracks  in 
the  Northeast.  By  age  8 
Lutz  was  helping  out 
summers  stocking  con- 
cession stands.  At  12  he 
was  racing  go-carts  and 
in  1987  became  the 
Northeast  champion  of 
International  Kart  Fed- 
eration. But  he  knew 
the  road  to  glory  as  a 
driver  was  iffy. 

While  studying 
marketing  at  Central 
Piedmont  Community 
College  in  Charlotte, 
N.C.,  Lutz  found  his 
path.  He  took  a  job  at 
Fast  Track  Driving  (a 
school  to  improve  the 
skills  of  pro  racers)  and 
thought:  Why  not  offer 
something  similar  but 
for  the  fan?  De-empha- 
size the  technology  and 
driving  physics,  and 
play  up  the  thrills.  Be- 
sides, he  reasoned, 
"there  are  a  lot  more 
race  fans  than  race  car 
drivers." 

As  at  any  racing 
school,    safety  was 


key — especially  since  students  would  be 
traveling  at  the  rate  of  nearly  a  football 
field  per  second.  Lutz  knew  that  a  fatal- 
ity could  cost  him  his  business,  so  he  de- 
vised a  novel  lead-foUow  program.  Un- 
like most  schools,  where  students  find 
their  own  way  around  the  track,  his  in- 
structors would  lead  by  a  few  car  lengths, 
thus  controlling  speed  and  the  all-criti- 
cal racing  line.  To  avoid  distractions  aU 
dashboard  gauges  were  taken  out. 

Now  to  gain  credibility — and  cus- 
tomers. Lutz  approached  a  handful  of 
Nascar  drivers  who  could  give  him  pull 
and  the  seed  capital  to  lease  time  at  a 
large  superspeedway  oval,  acquire  liabil- 
ity insurance  and  pick  up  a  few  used 
stock  cars.  "At  first  people  looked  at  me 
like  I  was  crazy,"  Lutz  recalls.  He  finally 
convinced  Richard  Petty,  winner  of  a 
record  200  Winston  Cup  races,  and  two 
partners  to  chip  in  a  total  of  $200,000  in 
cash  and  equipment.  Each  took  a  25% 
stake  in  what  became  the  Richard  Petty 
Driving  Experience. 

After  three  years  Lutz  was  netting  $3 
million  on  revenues  of  $7  million.  He'd 
sent  35,000  racing  fans  speeding  through 
without  serious  mishap  (mostly  bruises 
and  shattered  egos).  One  of  his  students 
was  Leo  Hindery,  then  president  of  TCI 
(now  part  of  AT&T)  and  later  chief  exec- 
utive of  Global  Crossing,  who  liked  the 
sport  so  much  he  decided  to  buy  Lutz's 
shares  in  1997  for  undisclosed  millions. 

Retirement  lasted  less  than  two  years. 
"I  thought,  'What  will  I  do  with  the  rest 
of  my  life?' "  Lutz  recalls.  Easy:  Start  an- 
other driving  school.  Only  this  time 
make  it  the  fastest  one  in  the  world,  re- 
lying on  modified  open-wheel  cars 
(maximum  speed:  180mph)  instead  of 
stock  cars  (I65mph).  Based  on  his  record 
at  Petty,  Lutz  persuaded  Championship 
Auto  Racing  Teams  (CART),  the  sanc- 
tioning body  for  top  open-wheel  drivers, 
to  lend  its  name.  To  launch  CART  Driv- 
ing 101  Lutz  put  in  $5  million — $3  mil- 
lion of  his  Hindery  payout  and  a  $2  mil- 
lion bank  loan  at  9.25%.  Why  so  much 
capital?  Formula  cars  are  much  more  ex- 
pensive than  stock  cars  and  must  be 
modified  for  safety. 


In  June  1999  Lutz  opened  for  busi- 
ness at  Las  Vegas  Motor  Speedway  and 
promptly  lost  $1.2  million  on  revenues 
of  $500,000.  Reason:  Classes  were  only 
one-third  full,  not  enough  to  pay  over- 
head and  marketing  expenses.  But  last 
year,  as  the  concept  caught  on  through 
word-of-mouth  and  a  $300,000  adver- 
tising campaign — two-thirds  in  print, 
the  rest  on  TV — Lutz  earned  a  re- 
spectable $200,000  on  $3.3  million. 

Clients  come  from  corporations  like 
GlaxoSmithKline  and  Nortel  Networks, 
which  use  the  courses  to  reward  em- 
ployees. Celebrities  occasionally  pass 
through  as  well.  Country  singer  LeAnn 
Rimes  and  Adam  Firestone,  who  heads 
Firestone  Vineyards,  have  run  laps;  so 
have  actors  Sylvester  Stallone  and  Party 
of  Fives  Andrew  Keegan. 

A  more  typical  customer  is  Lawrence 
VaU,  owner  of  a  Racine,  Wis.  garage  door 
business,  whose  wife,  Angela,  gave  him 
the  course  for  his  40th  birthday.  "It  was 
this  or  a  party,"  she  says,  trackside  at  Las 
Vegas.  "I'm  glad  it  was  this,"  beams  VaU, 
who  got  his  car  up  to  164mph  in  the  ad- 
vanced course.  Lutz  limits  those  classes 
(cost:  $3,000)  to  only  10%  of  business, 
even  though  they  are  more  profitable 
than  introductory  classes  ($375  to 
$1,500).  "In  advanced  programs  we  sig- 
nificantly increase  our  risk  of  crashes," 
he  says. 

Because  of  safety  controls.  Driving 
lOl's  iasurance  is  not  as  expensive  as  you 
might  think — around  $100,000  per  year 
for  $10  million  worth  of  liability  cover- 
age. Of  the  6,000  students  who've  gone 
through  the  school,  only  ten  have  spun 
cars,  with  five  hitting  the  outside  con- 
crete wall.  All  but  two  were  in  advanced 
programs.  (Average  damage  to  car  upon 
impact:  $10,000.  Most  significant  injury: 
a  broken  leg.) 

This  year  Lutz  hopes  to  pull  in 
$750,000  on  sales  of  $4  million.  To 
widen  distribution  he  has  added  classes 
in  Illinois  and  Texas  and  has  kept  his  ad 
budget  steady.  Wliere  does  he  go  from 
here?  "My  ultimate  goal,"  he  says,  "is  to 
run  classes  at  the  Indianapolis  Motor 
Speedway."  r 
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McDOCS  FOR  THE  RICH 

Need  to  reach  your  primary-care  physician  for  any  reason  at 
any  time  of  day  or  night?  MD2  is  there— for  a  price,  of  course. 


BY  KAREN  SOUTHWICK 

WOULD  YOU  SHELL  OUT 
$20,000  a  year  for  24-hour- 
a-day  access  to  a  physician? 
Drs.  Howard  Maron  and 
Scott  Hall  are  counting  on  it.  Their  Seat- 
tle-based MD2  International  is  offering 
deluxe  primary  medical  care.  That  rich 
fee  for  a  couple  ($13,200  for  individuals) 
doesn't  replace  your  regular  insurance  or 
cover  the  costs  of  hospitalization  or  con- 
sultations with  specialists.  It  does  pro- 
vide basic  office  services  like  immuniza- 
tions and  annual  physicals,  the 
coordination  of  specialist  care,  the 
occasional  house  call — and  quick  re- 
sponses to  questions  via  phone  or  e-mail. 

MD2  (pronounced  "MD  squared")  is 
one  answer  to  the  exasperation  of  pa- 
tients and  doctors  with  insurers.  Medical 
practitioners  "feel  their  lives  are  in  tur- 
moil," says  Maron,  former  team  doctor 
for  the  Seattle  Supersonics.  The  sort  of 
turmoil  that  comes  from  seeuig  20  to  30 
people  a  day  while  deferring  to  the  med- 
ical judgments  of  bean  counters. 

Maron  and  Hall  are  targeting  28 


cities,  including  San  Francisco,  Los  An- 
geles and  New  York.  Led  by  Duane  Do- 
brov«ts,  a  28-year  veteran  of  hospital  ad- 
ministration and  now  MDZ's  chief 
executive,  the  company  will  approach 
physicians  in  affluent  zip  codes.  After 
Maron  locates  the  prospects,  Dobrowits 
moves  in  for  a  face-to-face  meeting. 

Maron,  an  internist,  says  he  wants 
two-person  partnerships  of  generahsts, 
preferably  certified  in  internal  medicine. 
Docs  must  cut  ties  with  most  of  their  pa- 
tients— especially  those  who  can't  afford 
the  service — and  opt  out  of  Medicare 
and  any  other  managed-care  arrange- 
ment that  regulates  fees.  (Many  have  al- 
ready done  that  anyway.)  A  franchisee 
must  also  abide  by  MD2's  50-family  limit. 

On  top  of  a  one-time  initiation  fee  of 
$75,000,  docs  give  up  5%  of  their  gross. 
Assuming  each  partner  takes  care  of  50 
families,  they  can  pull  in  $2  million  a 
year.  Minus  a  $100,000  payback  to  the 
home  office,  some  $500,000  in  office  and 
equipment  costs  and  $600,000  in  other 
expenses,  each  doctor  could  probably  net 
$300,000  to  $400,000  a  year — or  more. 


On  call— for  real:  Drs.  Howard  Maron  and  |il 
Scott  Hall  are  always  a  mere  pager  away,  'f 


What  do  docs  get  from  MD2<  So 
ware  to  run  the  practice,  techniques 
attract  patients,  blueprints  for  office  c 
sign  and  what  is  hoped  will  one  da\  b< 
recognizable  brand.  "If  you  try  to  dup 
cate  this  yourself,  you  realize  how  mu 
you  have  to  struggle,"  says  Maron. 

So  far  MD2  has  signed  up  one  prs 
tice,  in  Bellevue,  Wash.  Drs.  Rona 
O'Quin  and  Robert  Bjurstrom,  who  i 
both  certified  in  critical  care,  pulmong 
and  internal  medicine,  had  been  seei 
1 ,500-plus  patients  between  them  a 
working  80-hour  weeks.  "We  didn't  f 
we  were  doing  a  very  good  job,"  Sc 
O'Quin.  Dumping  most  of  their  patiei 
was  painful,  he  says,  and  took  ni 
months.  Now  they  spend  four  or  f 
hours  a  day  in  the  office;  at  other  tin 
pagers,  cell  phones  and  PalmPilots  j 
their  constant  companions. 

Patients  seem  to  like  the  arranj 
ment.  Anne  WHiitney,  a  48-year-old  ba 
vice  president,  signed  up  with  O'Qu 
after  two  surgeries  that  did  not  arrest 
squamous  cell  carcinoma.  (She  also  ha 
rare  chronic  disease,  antiphospholi] 
antibody  syndrome,  which  complica 
her  cancer  treatment.)  WTiitney  was 
pounds  underweight,  had  been  on 
phine  for  ten  months  and  was  deal 
with  eight  different  doctors.  MD2, ; 
says,  has  been  "relentless  in  trackj 
down  all  my  records  and  getting  my  c 
straightened  out."  She's  now  at  her  n 
mal  weight,  pain-free  and  back  at  wo 

A  couple  of  paying  converts  does  i 
a  franchise  make.  But  the  service  co 
catch  on.  "We  have  steadily  become  a 
more  income-tiered  society,"  says  U 
Reinhardt,  professor  of  economics 
Princeton  University.  "It  was  inevita 
that  physicians  would  join  the  coteri« 
professionals  [like  estate  planners 
private  tutors]  looking  to  exploit 
neuroses  of  the  very  rich." 

Maron  bristles  at  the  idea  that  h 
is  any  more  elitist  than  a  white-shoe 
firm.  "No  matter  what  you  do  [a 
physician],  you're  not  Mother  Tere; 
he  says.  Even  she  might  not  have  had| 
patience  to  deal  v^dth  managed  care. 
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It's  very  easy  to  proclaim  that  you  own 
the  network  of  tomorrow.  The  question,  of 
course,  is  what  do  you  have  to  offer  today? 

In  WorldCom's  case,  we  offer  our 
customers  the  world's  most  expansive*  IP 
network.  Namely,  WorldCom's  own  UUNET 
network.  A  network  that  is  already  carrying 
the  data  and  ambitions  of  thousands  of 
companies  to  more  than  65  countries 
around  the  world. 

A  network  that  truly  is  next  generation. 
The  difference  being  that  it's  already 
serving  the  needs  of  this  generation. 
Leave  nothing  to  chance. 


n  global  PoPs. 

'orldCom,  Inc.  All  Rights  Reserved.  CODE:  GEN3 


Visit  www.worldcom.com/backup 
or  call  1-888-886-3829  for  a  no  cost, 
no  obligation,  backup  plan. 
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TECHNOLOGY 


Coming  to  a  Scree 


Liquid  crystal  displays, 
once  the  humble  workhorse 
of  radios  and  watches, 
are  ready  for  prime  time. 


TV  sets  are  becoming  cheap  enough  to 
find  their  way  into  more  living  rooms. 
And  flat-panel  PC  monitors,  once  an  un- 
affordable  luxury,  are  poised  to  replace 
hulking  cathode-ray  tubes  (CRT). 

Cheaper  screens  will  also  let  laptop- 
makers  slash  prices  (displays  account  for 
more  than  30%  of  a  laptop's  cost)  and/or 
load  in  more  goodies,  such  as  DVD  play- 
ers and  rewritable  CD-ROM  drives.  That 


This  Panasonic  plays  four  hours 
of  DVDs  on  a  crisp  screen.  The 
Kodak  Personal  Picture 
Maker  has  LCD  for 
viewing  photos. 


facturers  such  as  Sharp,  NEC  and 
tsushita,  which  until  1998  had  the 
tire  market  to  themselves.  Korea's  S 
sung  now  has  a  21%  share.  ( 
Japanese  manager  confided  his  ct 
pany  had  lost  $100  million  becaus 
price  cuts  on  flat  screens  over  the 


BY  BENJAMIN  FULFORD,  ANDREW 
TANZER  AND  CHANDRANI  GHOSH 

TO  STAND  OUT  IN  THE 
knockabout  market  for 
inkjet  printers,  Lexmark 
teamed  up  with  Kodak  last 
year  to  add  a  brightly  col- 
ored liquid  crystal  display 
only  1.8  inches  across  to  its  Personal 
Picture  Maker  printer.  A  2-inch  LCD 
screen  is  the  star  of  Sony's  new 
Vangee,  a  tiny  TV  that  hangs  from  a 
strap  around  the  neck. 

The  LCD,  humble  workhorse  of  clock 
radios,  digital  watches  and  laptop  com- 
puters, is  beginning  to  proliferate  wildly, 
in  sexy  sizes  both  big  and  small.  Break- 
throughs in  design  and  cost  will  let  PDAs, 
cell  phones  and  car  navigation  systems 
replace  text-heavy  screens  with  crisp,  full- 
motion  video.  Wall-mounted,  ultrathln 


will  help  the 
market  expand 
by  more  than 
10%  this  year, 
while  desktops  will 
shrink  5%. 

Driving  this 
trend  is  a  50%  drop  in 
screen  prices  in  the  past  year.  Large 
factories  in  Taiwan  and  Korea,  new- 
comers to  a  Japan-dominated  market, 
have  begun  churning  out  vast  quanti- 
ties of  14-  and  15-inch  screens  just  as 
the  PC  business  has  gone  cold.  LCD 
makers,  learning  from  the  chip  busi- 
ness, are  upping  production  by  cutting 
more  screens  fi^om  ever-larger  pieces  of 
glass.  New  plants  at  Korea's  Samsung, 
LG  Electronics  and  Taiwanese  makers 
can  cut  six  15-inch  LCD  screens  from 
larger  glass  sheets,  compared  with  only 
two  or  four  in  the  older  Japanese  plants. 

This  has  shattered  Japanese  manu- 


year.  Even  the  Koreans  and  Taiwan 
the  lower-cost  producers,  are  unloa 
flat  screens  at  or  below  cost.  Cathi 
ray  tube  makers  are  being  pinched, 
•Toshiba  recently  began  phasing  o 
CRT  plant  because  of  cheap  LCDs. 

"We  cannot  compete  with  the 
reans  and  the  Taiwanese," 
Kiyokazu  Imanishi,  planning  man 
in  the  LCD  division  of  Matsushita  I 
trie,  the  world's  largest  consumer-« 
tronics  manufacturer. 

The  Japanese  counterattack  i 
find  new  markets:  giant  screens  graj 
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Beyond  the  LCD 

New  screens  are  coming  to  market  to  compete  with  the  ubiquitous 
liquid  crystal  display. 

PLASMA  reproduces  the  light-emitting  properties  of  electrons  in 
millions  of  tiny  gas-filled  vacuum  containers  to  produce  screens  36 
inches  and  up.  Japanese  makers  have  fine-tuned  their  baking 
process  so  that  huge  sheets  of  glass  come  out  nearly  free  of  bends 
and  distortions.  Matsushita  just  introduced  a  $6,000,  42-inch  flat 
plasma  display,  the  cheapest  yet. 

ORGANICS,  pioneered  by  Kodak  and  Japan's  Idemitsu  Kosan,  uses 
light-emitting  diodes  that  glow  from  electrically  charged  layers  of 
colored  organic  dye  on  a  glass  pane.  Images  can  move  at  100  times 
the  speed  of  LCDs  or  plasma  and  consume  90%  less  power. 

CRT  ARRAYS  will  debut  early  next  year  from  Canon.  These  flat 
screens  promise  to  be  cheaper  than  plasma,  with  hundreds  of 
thousands  of  microscopic  cathode-ray  tubes  sandwiched  inside 


phosphor-coated  glass. 


-B.F. 


's  15-inch  LCD  TV.  Models  get  as  big  as  28  inches. 


re  walls  and  ubiquitous  tiny  screens 
:ver  more  kinds  of  gadgets.  High- 
ity  LCDs  are  exceedingly  difficult  to 
mfacture.  The  smaller  the  screen, 
ighter  it  must  be,  with  better  reso- 
)n  and  lower  power  usage.  Each  tiny 
also  needs  its  own  family  of  tran- 
brs,  analog-to-digital  conversion 
<s,  condensers  and  other  semicon- 
itors  to  back  it  up,  says  Hitoshi 
lita,  an  LCD  specialist  at  Sharp.  The 
mese  hope  the  added  complexity 
k  keep  their  Asian  rivals  in  the 
view  mirror  for  a  few  years. 
The  price  war  has  its  roots  in  late 
^,  when  the  Taiwanese  and  Korean 
rnments  offered  sweet  tax  credits  to 
I  manufacturers  such  as  Samsung 
Acer.  As  their  plants  have  come  on 
prices  for  15-inch  flat  panels  have 
)ped  sharply.  They  once  cost  five 
s  as  much  as  17-inch  CRTs  (the  view- 
rea  is  equal);  now  they  are  only  twice 


as  much.  In  April 
Dell  broke  the  magic 
price  barrier  of  $500 
with  a  15-inch  LCD  at 
$499,  down  from  $999 
last  September.  "The 
question    is  not 
whether  there  will 
be  a  transition  to 
flat  panel,  but 
when,"    asserts  \ 
Chris  Zagorski, 
manager  of  peripherals 


marketing  for  Dell.  In  mid-April  View- 
Sonic, based  in  Walnut,  Calif.,  debuted  its 
under-$500  ViewPanel  and  saw  a  40% 
surge  in  sales. 

"We  know  that  there's  pent-up  de- 
mand if  the  price  is  right,"  says  Herb 
Berkwits,  a  senior  manager  at  View- 


Sony's  new 
Vangee  TV. 
with  i.5-inch 
screen  and 
neckstrap 
antenna. 


Sonic.  Dell  gets  its 
LCDs  from  Sam- 
sung, while  ViewSonic 
has  seven  suppliers. 
Apple  and  Sony's  PC 
group  plan  to  dump  CRTs  en- 
^       tirely,  offering  only  LCD  flat 
panels.  There's  even  talk  of  a 
^        flat-panel  iMac.  Best  Buy  esti- 
mates that  LCDs  will  comprise 
more  than  10%  of  its 
screen  sales  this  year,  up 
tenfold  in  one  year. 
Stanford  Resources,  a 
display-market  research 
specialist,  forecasts  that  LCDs' 
share  of  monitors  will  go  from  9%  this 
year  to  more  than  40%  by  2007. 

Cathode-ray  tubes  will  be  around  for 
a  while,  as  they  will  offer  the  cheapest 
high-quality  images  in  tlie  15-to-36-inch 
range  for  years  to  come.  But  the  writing  is 
on  the  screen:  CRTs  are  on  their  way  out.  F 
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The  Question 
Is  the  Answer 

Surfers  pester  corporate  Web  sites 
with  thousands  of  queries  a  month. 
Few  sites  are  listening  carefully. 


BY  IAN  ZACK 

INTERACT  COMMERCE,  MAKER  OF 
ACT!,  the  top-selling  software  for 
tracking  business  contacts,  got 
slammed  last  summer  with  thou- 
sands of  queries  on  its  Web  site.  Cus- 
tomers typed  a  lot  of  questions  into  a 
search  engine  licensed  from  Ask 
Jeeves,  all  with  a  similar 
theme:  Why  couldn't  they 
link  notes  and  contact  info 
with  their  PalmPilots? 

Interact  hadn't  even  real- 
ized they  would  want  to  do 
so.  "It  surprised  an  awful  lot 
of  us,"  says  Edward  Camp- 
bell, Interact's  senior  director 
of  global  tech  support.  By  the 
fall  Interact  revised  its  Palm- 
synching  software,  down- 
loadable from  its  Web  site. 

The  Web  offers  a  mar- 
keter's dream  of  customer  in- 
sights— who  they  are,  what 
they  want,  even  what  they  feel. 
Search  engines,  traffic  in  FAQs 
(frequently  asked  questions) 
and  click-through  tracking 
generate  the  equivalent  of  a 
24/7  focus  group.  But  most  companies 
are  deaf  to  that  data  stream.  Paul  Hagen, 
a  Forrester  Research  analyst,  found  in  a 
recent  survey  of  50  companies  that  85% 
don't  even  review  simple  key-word 
search  logs  on  their  Web  sites. 

A  few  software  firms,  such  as  Ask 
Jeeves,  Kanisa,  Iphrase  and  Broad  Day- 
light, have  rushed  in  to  offer  question- 
and-answer  tools.  The  most  common 
technology  is  natural  language  process- 
ing, which  extracts  the  meaning  from 
plain-Enghsh  customer  questions  and 
matches  the  queries  to  previously  gen- 
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erated  answers.  Such  instant 
gratification  improves  cus- 
tomer service  and  eases  the 
load  at  costly  call 'centers — 
while  also  providing  new 
insights  into  what  cus- 
tomers want. 

Marketers  have  always 
used  focus  groups  for  peeks 
into  consumer  behavior,  but 
it  can  take  months  to  com- 
pile responses,  and  participants  often 
say  what  they  think  the  sponsor  wants 
to  hear,  all  too  aware  of  the  marketers 
behind  the  two-way  mirror.  The  Web 
can  let  a  business  cut  back  on  focus 
groups  and  provide  users  with  near 
anonymity,  letting  the  voices  stream  in. 
Some  marketers  hesitate  to  extrap- 


olate  broader  truths  from  Web-based 
responses.  A  sample  of  surfers  isn't  nec- 
essarily projectable  upon  the  whole; 
these  are  self-selecting  voices,  often  an- 
grier or  more  passionate  than  the  typi- 
cal customer.  "Not  everybody's  online. 
It's  a  focus  group  of  a  subset  of  our  user 
base,"  says  Mark  Chung,  manager  of 
Fordvehicles.com.  But  Ford  did  use  the 
Ask  Jeeves  search  engine  last  summer, 
learning  unexpectedly  that  owners  of 
Expeditions  and  F-150  pickups  were 
anxious  about  how  they  might  be  af- 
fected by  the  massive  Explorer-Fire- 


stone tire  recall.  Ford  hastily  posted 
assurance  that  the  other  lines  were  fi| 
Ask  Jeeves  has  emerged  as  the  ea 
leader  in  the  question-and-answer  t 
business.  It  is  best  known  for  its  c 
site's  ability  to  find  answers  to  gazilli( 
of  Web  queries.  But  more  than  65  co 
panies — including  Nike,  Office  Dep 
Dell  and  Verizon  Wireless — pay  f 
Jeeves  an  average  of  $250,000  a  yeai) 
deploy  its  software  on  their  own  sil 
Jeeves'  software  generates  daily,  wee 
or  monthly  reports  analyzing  custon 
questions,  sifting  them  by  content,  da 
time  and  geography. 

Web  broker  Datek  Online's  si 
Datek.com,  was  getting  3,000  questio 
every  month  last  summer  about  c 
tions  trading.  Datek  was  developing 
options  product,  but 
stantly  made  it  the  top  prii 
ity.  "It  really  lit  a  fire  un\ 
our  product  developers  a 
technologists,"  says  Da^ 
Whitmore,  a  Datek  sen 
vice  president. 

Datek  expedited  ■ 
launching  of  options  tradi 
debuting  it  last  fall.  It  v 
continue  to  add  features  t| 
customers  asked  about 
the  site,  such  as  allow 
users  to  execute  complex 
tions  strategies  like  strad( 
and  spreads. 

More  than  7,000  Chry: 
owners  visited  the  Chrl 
ler.com  site  last  August  w 
queries  such  as:  "What's  I 
standard  warranty  on 
1997  Sebring  convertible?"  and  "H 
do  I  replace  a  battery  in  a  Voyage 
The  stream  of  vehicle-specific  qui 
tions  persuaded  Christine  MacKenzij 
DaimlerChrysler  vice  president,  to  e 
brace  "owner  sites,"  specialty  sites  tl 
let  vehicle  owners  log  on  and  | 
model-specific  maintenance,  warrai 
and  service  info.  She  had  at  6 
doubted  they  would  draw  sufficij 
traffic.  Now  owner  sites  for  Chrys 
Jeep  and  Dodge  brands  wUl  be  onl 
starting  this  summer. 

All  thev  had  to  do  was  ask. 


i 


Vired  Wheels 

on  your  car,  not  you,  will  have  the 
al  word  on  how  you  stop,  steer  and  go. 


JOHN  TURRETTINI 

^  RIVING  A  CAR  IS  STILL  VERY  MUCH 
■  an  act  of  brawn.  A  steering  wheel 
W  physically  turns  the  front  wheels 
Dugh  an  elaborate  system  of  gears 
I  rods,  and  a  brake  pedal  physically 
ps  the  wheels  through  a  system  of 
Iraulic  cylinders  and  cables. 
In  a  decade  or  so  these  mechanical 
terns  will  be  relegated  to  the  scrap 
p  of  automotive  history,  alongside 
bias-ply  tire  and  the  carburetor.  In 
ir  place  will  be  software  and  semi- 
iductor  chips  controlling  far  smaller 
:tric  motors  and  hydraulic  brakes, 
s  new  digital  technology,  known  as 
;r-by-wire  and  brake-by-wire,  is 
sed  to  radically  improve  vehicle  con- 
,  safety  and  handling,  just  as  com- 
erized  engine  systems  raised  engine 
ciency  and  lowered  emissions  over 
years.  With  by-wire  systems  the 
;ring  wheel  and  brake  pedal  become 
re  data  collectors,  transmitting  infor- 
tion  to  the  car's  central  computer. 
;  computer  interprets  the  driver's  ac- 
is  and  the  road  conditions — as  often 
■00  times  per  second — and  relays  its 
lings  by  copper  wire  to  the  motors 
lydraulics  that  steer  and  brake  the 
Gone  are  all  the  mechanical  parts  in 
wen,  just  as  the  word  processor  ex- 
d  the  mechanics  from  the  typewriter. 
The  new  technology  has  already  seen 
le  limited  production.  GM  released 
■arly  brake-by- wire  system  on  its  ex- 
mental  EVl  electric  car  in  1996.  It  will 
loduce  steer-by- wire  rear- wheel  steer- 
on  its  full-size  pickups  later  this  year, 
e  expansion  of  by- wire  gives  us  more 
mtial  for  safety  improvements,  and 
^es  our  customers  value,  comfort  and 
formance  benefits,"  says  Nicholas 
inski,  GM's  director  of  chassis  and 
'ertrain. 

Mercedes-Benz's  new  SL  roadster 
have  brake-by-wire  when  it  debuts 
r  this  year.  And  BMW  is  preparing  a 


preliminary  steer-by- 
wire,  with  mechanical 
backups,  for  its  genera- 
tion of  cars  due  in 
seven  years.  Fully  inte- 
grated brake-  and  steer- 
by-wire  production  systems  are  prob- 
ably five  to  ten  years  away. 

By-wire  promises  huge  benefits  to 
drivers  and  automakers.  Constant 
minute  adjustments  by  a  computer  can 
mean  the  difference  between  crashing 
into  a  deer  and  stopping  unharmed  (see 
graphic).  BMW  engineer  Jiirgen  Giildner 
says  preliminary  testing  shows  a  10% 
improvement  in  braking  performance 
with  integrated  by-wire  systems.  Con- 
sidering that  it  takes  today's  performance 
sedans  roughly  120  feet  of  pavement  to 
stop  from  60mph,  a  savings  of  12  feet 
can  easUy  mean  the  difference  between 
life  and  death. 

Brake-by-wire  will  allow  what 
parts-supplier  Bosch  calls  chauffeur 
braking — no  more  little  lurch  when 
your  car  comes  to  a  complete  stop.  And 
BMW  envisions  a  speed-sensitive  steer- 


ing system  that  lets  you  parallel  park 
with  just  a  half-turn  of  the  wheel.  No 
more  arm  twirling. 

Once  fully  electric  by-wire  systems 
reach  production  (early  brake-by- wire 
systems  like  the  Mercedes  roadster's 
will  still  use  hydraulics),  steering  and 
braking  systems  can  be  bolted  into  the 
car  preassembled.  Automakers  can 
eliminate  costly,  heavy  and  difficult-to- 
package  hydraulic  pumps  and  master 
cylinders,  as  well  as  yards  of  fluid  hoses. 

Savings  are  already  appearing  in  elec- 
tric steering,  a  first  step  toward  steer-by- 
wire  recently  introduced  on  small  Fiat 
and  Volkswagen  cars  in  Europe.  Electric 
steering  replaces  the  hydraulics  used  on 
conventional  power  steering  systems  with 
a  simple  electric  motor,  a  necessary  com- 
ponent of  steer-by-wire.  Delphi  Auto- 
motive, the  electric  steering  supplier  for 
the  Fiat  and  Volkswagen  cars,  says  the 
number  of  parts  needed  for  the  steering 
assemblies  has  plunged  from  45  to  14. 

A  carmaker  with  a  diverse  lineup  of 
vehicles  will  enjoy  huge  engineering  sav- 
ings. Ford,  for  example,  now  has  to  en- 


STOPS  ON  A  DIGITAL  DIME 

By-wire  technology  will  prove  most  useful  in  emer- 
gencies. Here's  how  three  kinds  of  cars  would  handle 
a  deer  jumping  onto  a  twisty,  half-flooded  two-lane. 

1)  CONVENTIONAL  CAR 

The  driver  turns  to  avoid  deer  but  wheels  lock  up 
as  driver  slams  on  the  brakes.  When  driver  tries 
to  straighten  car  out,  he  skids  into  oncoming  car 

2)  WITH  ABS  AND  TRACTION  CONTROL 

Traction  control  brakes  each  wheel  individually 
to  prevent  car  from  skidding.  The  antilock  braking 
system  (abs)  prevents  the  wheels  from  locking. 
But,  with  ABS,  the  wheels  with  the  least  grip 
dictate  braking  for  all  wheels,  yielding  a  less 
than  optimal  braking  distance.  Car  stops  too  late 
and  hits  deer. 

3)     WITH    BY-WIRE    BRAKING  AND 
STEERING 

The  computer  brakes  each  wheel  to  its  maxi- 
mum grip  and  constantly  adjusts  steering  to 
prevent  a  skid,  pointing  car  where  driver  in- 
tends. The  car  stays  in  lane  and  stops  before 
hitting  deer 
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IT*8  A  PLACE 
CAI.LBD  ABOVE  AND  BCVQND. 

At  Bombardier  I  lexjet:  it's  a  distance  we  have  gladly  traveled  to  become  the 

WORLD  leader  IN  BUSINESS  AVIATION  AND  THE  FRACTIONAL  JET  OWNERSHIP  PROGRAM 
OF  CHOICE.  For  more  information  ON  THE  MANY  ADVANTAGES  OF  BOMBARDIER 
FLEXJET  FRACTIONAL  [ET  OWNERSHIP.  VISIT  \VWW.FLEX)ET.COM  OR  CALL  1-800-FLEXJET. 


BOMBARDIER  FLEXJi 


Few  people  can  make  decisions  that  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  lhat  improve  your  organization's  And  lhat  impresses  people  everywhere,  from  the  school 

bottom  line.  Energy  Star*  makes  it  easier.  The  Energy  Star  board  to  the  state  capital.  More  than  700  leaders  in 

label  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  superior  energy  performance  and  fiscal  of  participating  in  Energy  Star.  You 

responsibility  That  commitment  not  only  frees  up  can  too.  Call  1-888-STAR-YES 

operating  funds  but  also  helps  prevent  air  pollution.  or  visit  enereystar  gov. 

Money  Isnt  All  You  r«  Saving 

Ekercv  Star  is  sponsored  by  llw  U  s  En\iiunmenlal  Prolecuon  Agency  and  die  U  S  Depanmenl  of  Enci^-  E>M«iY  Stas  is  a  US  re^acioi  maiiL 


gineer  separate  steering  systems  t(  > 
liver  the  requisite  feel  to  its  Lincoln  ,i 
Jaguar  luxury  makes.  Lincoln  own 
expect  lighter  steering  than  Jaguar  ovi 
ers,  who  want  a  sportier,  more  respc 
sive  feel.  Once  steering  becomes  fu 
electronic,  Ford  will  be  able  to  desi 
one  steering  and  braking  system  ] 
both  cars  and  dial  in  the  separate  fee 

While  the  ultimate  cost-saviri 
from  by-wire  are  hard  to  gauge  no 
the  four  major  automotive  technolc 
companies — Bosch,  Delphi,  Contint 
tal  and  TRW — are  collectively  estima 
to  be  investing  $500  million  annually 
the  new  technology. 

Some  major  problems  must 
worked  out,  such  as  how  to  ensure  t) 
drivers  can  steer  and  brake  even  if 
systems  crash.  If  the  engine  quits  wl| 
you're  driving  a  conventional  car, 
steering  and  brakes  still  work,  alh 
with  reduced  power.  Without  any  ph 
ical  connections,  electronic  faih 
means  complete  loss  of  steering  a 
braking.  Makers  hope  to  avert  thisi 
offering  the  kind  of  triple-backup 
dundancy  found  in  jumbo  jets. 

By-wire  has  had  a  long  record 
safety  in  airplanes,  where  physical  lii 
between  the  cockpit  and  wings  and 
gines  were  removed  in  the  1970s  a 
1980s.  Boeing's  last  new  jet,  the  777, 
three  lines  of  communication  betW' 
the  pilot  and  the  wings,  one  control 
by  an  Intel  processor,  one  by  a  N 
torola  processor  and  a  third  by  an  i 
vanced  Micro  Devices  chip.  These  th 
systems  cross-check  one  another,  i 
one  kicks  in  should  another  fail. '. 
wire  cars  also  will  need  a  new  genfl 
tion  of  more  powerful  batteries  to  h) 
die  the  greater  drain  from  ft 
electrical  steering  and  braking.  C 
makers  anticipate  that,  within  • 
years,  42-volt  batteries  will  be  read; 
replace  the  12-volt  batteries  now  in  i 

Eventually  a  century-long  era  of 
tomotive  engineering  will  come  to 
end.  Jaguars  were  always  lithe  i 
sporty  because  they  were  develo] 
through  trial-and-error  for  Eng 
back  roads.  Soon  an  XK8  will  feel  lil 
Jaguar  because  someone  at  Ford 
grammed  it  that  way. 


Digital  Tools  By  Stephen  Manes 


Vill  History  Repeat  Itself? 


3UBLIC  PERCEPTION:  A  BIG  TECHNOLOGY  COMPANY 
"is  a  great  innovator,  bringing  out  novel  technolo- 
gies all  the  time."  Skeptical  view:  "It  is  well  known 
in  the  field  that  they  are  not:  [it]  usually  does  not 
bring  out  a  new  type  of  product  until  some  other 
(ipany  has  pioneered  it." 

Microsoft,  circa  2001?  Nice  try.  This  analysis  by  Theodor 
son,  industry  gadfly  and  inventor  of  hypertext,  was  writ- 

in  1974  about  IBM.  But  Bill  Gates  has  been  a  partner, 
ipetitor  and  student  of  IBM,  sometimes  all  at  once,  and  he 

take  solace  in  its  history.  IBM  reached  its  greatest  heights 
ler  government  fire  that  was  always  too  little  and  too  late. 
IBM  lost  its  first  antitrust  case  in  1936  when  the  Supreme 
irt  made  it  stop  forcing  users  of  its  machines  to  buy  IBM 
ich  cards.  Customers  bought  them  anyway. 
IBM  signed  a  1956  consent  decree  ordering  it  to  unload 
fi  of  its  punch-card  business,  create  a  service  subsidiary 
ompete  with  the  parent  and  allow  customers  to  buy  ma- 
les, not  just  lease  them.  The  upshot?  In  1969  the  govern- 
;it  demanded  that  the  company  be  broken  into  pieces. 
IBM  responded  by  unbundling  hardware  from  software, 
ling  some  private  antitrust  suits,  pursuing  others  and 
Jing  the  feds.  Net  result:  higher  revenue,  higher  profits, 
y  when  the  government  abandoned  the  case  in  1981  did 
company  begin  to  seem  less  than  invincible.  Microcom- 
ers  did  what  a  half-century  of  trustbusting  could  not. 
This  history  is  depressing  for  everybody  but  Microsoft 
'eholders.  The  recent  Appeals  Court  decision,  while  de- 
ing  Microsoft  a  monopoly, 
ually  guarantees  that  it  will 
lain  intact  and  predatory, 
aopolist  Gates  understands 

slow- moving,  ineffectual 
jernment  intervention  will 
restrain  him  from  sticking 
,  competitors  and  custom- 
.Uike. 

vVindows  XP,  currently  in 
quite-final  "release  candi- 
i"  state,  looks  more  like 
Manchurian  Candidate,  a 
id  facade  concealing  un- 
acted brutishness.  It  "inte- 
es"  new  pro-Microsoft, 
competitive  (and  anti- 
•)  features  the  way  previ- 
versions  "integrated"  a 
-cape-slaying  browser.  XP's 


Half  a  century  of 
trustbusting  barely 
dented  IBM. 
Microsoft's 
monopolist  bets 
history  is  on  his  side. 


Windows  Media  Player  won't 
play  most  Real  Networks  for- 
mats or  create  MP3  files.  At 
startup  XP  displays  an  icon 
for  Windows  Messenger,  Mi- 
crosoft's knockoff  of  AOL's 
market-leading  Instant  Mes- 
senger. Click  it  and  you  are 
urged  to  sign  up  for  Passport, 
a  key  repository  of  personal 
information  used  by  Mi- 
crosoft's Hailstorm  Web- 
based  services.  But  without 
this  nudge,  who  would  both- 
er, given  that  MSN  Messenger 
was  broken  for  a  week,  and 
half  a  dozen  security  flaws  per 
month  are  discovered  in  Mi- 
crosoft products?  Computer 
makers  can  now  eliminate  the 
once  "inseparable"  browser 
icon,  since  Microsoft  has  al- 
ready won  that  battle.  Media 
Player  and  Messenger  remain 
mandatory  to  crush  the  competition. 

Plug  in  a  digital  camera  and  Microsoft  makes  it  easy  to 
order  prints  from  vendors  who  give  it  a  cut.  The  Mi- 
crosoft-promoted Universal  Plug  and  Play  is  supported, 
but  not  industry-standard  protocols  like  Blue- 
tooth and  USB  2.0. 

In  the  days  of  competition  Microsoft  backed 
off  on  copy  protection  because  users  hate  it. 
Now  Microsoft  ties  the  code  to  one  machine 
and  requires  that  you  "activate"  it.  If  you  switch 
machines,  you  may  have  to  convince  the  com- 
pany to  let  you  use  the  software  you  paid  for. 
The  company  has  kept  mum  about  upgrade 
prices,  but  they  aren't  likely  to  drop. 

Nelson  wrote  in  1974  that  "the  issue  is  the 
one  big  usual  question,  the  issue  of  freedom  in 
our  time;  and  that  is  not  a  matter  of  bigness, 
but  the  style  of  IBM's  control."  Replace  IBM  with 
Microsoft,  and  it's  truer  today  than  ever.  Pray 
that  the  next  judge  in  the  case  finds  a  way  to  ad- 
dress that  issue  before  Microsoft  "integrates" 
competition  out  of  business.  F 


n  Forbes 


j  Stephen  Manes  (steve@cranky.com)  is  the  cohost  of  Digital  Duo,  a  weekly  public  television  series. 
I  Find  past  columns  at  www.forbes.com/manes. 
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SPECIAL     ADVERTISING  SECTION 


Reno  has  been  fannous  for  generations  as  a  tourist  destination  and  ganning  center,  a  pic 
where  the  jet  set  and  the  rest  of  us  could  visit  to  forget  the  workaday  world.  With  ma)or  gam 
attractions,  four  seasons,  great  outdoor  activities  and  more,  Reno  continues  to  offer  son 
thing  special  for  visitors  fronn  every  corner  of  the  globe. 

But  today's  Reno  is  nnuch  more  than  a  world-class  tourist  destination.  We  are  a  rapidly  grc 
ing  community  that  welcomes  new  businesses  to  be  a  part  of  our  diverse  new  economy.  \ 
have  enjoyed  outstanding  economic  growth  over  the  last  decade  as  new  employers  disco' 
our  friendly  business  climate  and,  perhaps  more  importantly,  our  remarkable  quality  of  life 
We  are  an  emerging  center  for  technology  with  an  outstanding  education  system  in 
kindergarten  to  our  medical  school.  The  city  is  also  enjoying  an  explosion  of  arts  and  cultt 
)ur  monthlong  ARTown  festival,  opera,  philharmonic  orchestra  and  ballet  companies  are  attrj 

ing  worldwide  attention:  New  Yor 
Newsday  says,  "Reno  is  Art  Towi 
and  ABC  News  says,  "There's  m» 
than  gambling;  arts  win  in  Reno." 

This  recipe  has  brought  us  trem 
dous  success.  The  American  Electron 
Association  says  Nevada  is  second  in 
nation  for  high-tech  job  growth.  Fon 
and  the  Milken  Institute  ranked  the  R< 
metropolitan  area  46th  out  of  i 
regions  nationwide  in  their  Best  Pla< 
study.  Reno  was  also  chosen  for 
Ahwahnee  Community  Livability  A\a| 
for  the  city's  new  Master  Plan,  \ 
American  Economic  Review  ranked  tne  henu/Sparks  area  fifth  in  the  U.S.  for  urban  quality  of  I 
As  a  center  of  economic  prosperity  and  growth,  and  with  almost  5  million  visitors  per  yt 
we  have  a  diverse  and  well-rounded  economy  with  a  friendly  city  and  state  government.  Wl 
ever  your  interest,  from  manufacturing  to  distribution  or  tourism,  you  will  be  welcomed  vi 
open  arms  in  the  "Biggest  Little  City  in  the  World." 


Sincerely, 


Jeff  Griffin 
Mayor 
City  of  Reno 


by  Mike  Henderson 


Reno's  emergence  as  a  center  for 
^business  growth  and  tourism  is 
Bkearning  praise  from  its  people 
awing  new  companies  in  search  of 
amic  business  climate  and  incom- 
e  quality  of  life. 

a're  a  great  American  city  on  the 
,"  says  second-term  Mayor  Jeff 
I.  "It's  an  exciting,  vibrant  time  to 
^eno. 

5're  changing  the  face  of  our  down- 
we've  achieved  international  recog- 
for  our  arts  programs,  and  busi- 
s  are  being  sold  on  our  location. 


superb  communications  facilities,  great  tax 
climate  and  stable  utility  outlook." 

In  just  the  past  few  years,  more  than 
140  firms  have  chosen  Reno  as  a  principal 
location,  including  high-tech  companies 
like  CISCO  Systems,  Microsoft,  Silicon 
Quest  International,  Oracle,  CommScope, 
Sharegate  and  iGo. 

They  join  a  large  number  of  traditional 
and  long-term  companies  such  as  Gen- 
eral Motors,  with  its  Western  Parts  Dis- 
tribution Center,  Michelin  Tires  and  Inter- 
national Game  Technology,  the  world's 
largest  manufacturer  of  gaming  devices. 


High-Tech  Corridor 

Some  are  taking  advantage  of  campus- 
like business  and  industrial  settings  in  a 
South  Reno  area  that  is  fast  becoming 
the  city's  high-tech  corridor. 

Intuit  Inc.  consolidated  several  locations 
into  the  city's  30-acre,  $60  million  Sierra 
Corporate  Center.  The  public-private  part- 
nership with  Reno  created  a  state-of-the- 
art  "smart  park."  The  company,  based  in 
Mountain  View,  Calif.,  employs  about  500 
people  here  and  will  increase  its  staff  to 
almost  1,000  at  its  new  location.  Stantech 
Inc.,  a  nationally  recognized  engineering 


Reno/Tahoe 
International  Airport 

The  importance  of  high-quality  air 
transportation  has  never  been  great- 
er, and  in  a  destination  that  draws 
travelers  from  all  over  the  globe, 
dependable  flight  service  is  more 
than  just  a  luxury;  it's  a  necessity. 

The  Reno/Tahoe  International  Air- 
port serves  nearly  6  million  passen- 
gers each  year  and  supports  this 
worldwide  appeal  with  over  160 
arrivals  and  departures  each  day. 
Access  to  practically  every  major  air- 
line in  the  U.S.  provides  convenient 
one-stop  connections  to  and  from 
anywhere  in  the  world.  And  with  the 
prompt  and  reliable  service  of  the 
nation's  top  air  cargo  carriers,  you  get 
what  you  want,  when  you  want  it. 

Proudly  Serving:  Alaska  Airlines  • 
American  Airlines  •  America  West 
Airlines  •  Continental  Airlines  •  Delta 
Air  Lines  •  Northwest  Airlines  •  Sky- 
west  Airlines  •  Southwest  Airlines  • 
United  Airlines/Shuttle  by  United  • 
Vanguard  Airlines  •  Airborne  Express 
•  Emery  Worldwide  •  Federal  Express  • 
United  Parcel  Service 


Reno/Tahoe 
International  Airport 

www.reno-tahoeairport.com 
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firm,  also  has  broken  ground  on  its 
West  Coast  headquarters  at  the 
Corporate  Center. 

"It's no  accident  that  high-tech 
firms  are  choosing  our  region," 
says  Chuck  Alvey,  president  and 
chief  executive  officer  of  the  Eco- 
nomic Development  Authority  of 
Western  Nevada.  "Many  people 
have  worked  very  hard  to  show- 
case the  area's  tremendous  infra- 
structure and  related  support, 
including  the  solid,  stable  work- 
force that  the  high-tech  economy 
depends  upon,  as  well  as  the 
facilities  to  train  the  next  genera- 
tion of  workers." 

Server  Technology  is  among  the 
companies  that  found  Reno  more  to  its 
liking  than  Silicon  Valley. 

"Server  Technology  came  to  Reno 
because  we  liked  the  idea  of  offering  our  companies,  which,  as  Hantges  exp 
employees  a  better  quality  of  life,"  says  will  translate  into  new  areas  of  ecc 
Server  President  Carrel  Ewing.  "Better  ic  growth  for  the  city.  "Reno  is  reir 
schools,  the  wide  array  of  recreational  ing  itself.  Although  the  gaming  inc 
opportunities,  an  elevated  standard  of  will  always  be  strong,  Reno  cannc 
living  —  all  these  benefits  help  us  attract  ahead  in  the  future  on  gaming  alor 
a  higher  caliber  of  employee." 

Adding  to  the  high-tech  lures  for  com-  companies  and  well-paying  jobs  t 
panies,  Tanamera  Commercial  Develop-  community.  This  center  firmly  soln 
ment  recently  announced  creation  of  the  Reno's  commitment  to  these  cc 
Reno  Tahoe  Tech  Center  (RTTC),  a  70-acre,  nies."  To  help  create  office  spaci 
$150  million  project  in  South  Reno.  This  infrastructure  that  meets  every  ne 
Class-A  facility  will  be  compnsed  of  approx-  the  most  technologically  advanced 
imately  850,000  square  feet  of  office  nesses,  Tanamera  Commercial  De^j 
space  and  the  largest  co-location  data  ment  has  retained  Devcon,  the  la 
center  in  northern  Nevada.  It  will  offer  design/build  contractor  in  Silicon  V 
extensive,  redundant  fiber-optic  capacity, 
high-level  security  and  backup  power. 
Tom  Hantges,  partner  at  Tanamera  Com- 


Not  just  fun  and  gaming, 
Reno  is  a  rapidly  expanding  business  hu 


life,  less  traffic  congestion,  lower 
and  affordability  of  homes." 
The  RTTC  promises  to  attract  higl 


Interest  in  the  RTTC  already  has  1 
off,  with  companies  quickly  snatchii 
office  space.  First  tenants  are  expt 
mercial  Development,  points  out  that  this  early  next  year. 
IS  the  right  time  and  place  for  this  unique  Another  attractive  component  for 
facility.  "Reno  for  the  last  two  or  three  nesses  is  Reno's  state-of-the-art 
years  has  become  a  destination  ior  north-  munications  infrastructure.  Just  this 
em  California  companies,  tech  companies  the  city  completed  installation  o' 
in  particular,  because  of  the  lower  cost  of  most  current  generation  of  fiber" 
living  and  doing  business,  better  quality  of    lines  anywhere  in  the  country'.  There 


or  a  cor  p  o  ratio  n  considering  relocation, 
the  ckalle  ng  e  lies  not  in  how  hard  y.ou  dig 


If  you're  scouting  relocation  sites,  the  Reno  Tahoe  Tech  Center,  in  Reno,  Nevada,  is  pure  pay  dirt. 
The  cutting  edge,  Class-A  corporate  technical  campus  is  being  designed  and  built  by  Devcon  Construction, 
Silicon  Valley's  preeminent  high-tech  office  builder.  Prolessionally  speaking,  the  campus  will 

include  850,000  s/f  of  high-tech  office  space;  the  30,000  s/f  on-site  rttCommunications  co-location 
data  center;  a  60,000  s/f  Telco  hotel,  and  the  rewards  of  generous  city,  state  and  municipal  tax  structures. 

In  human  terms,  the  surrounding  environs  put  color  in  living.  Lake  Tahoe,  a  world's  wonder,  is  just 
33  minutes  away.  There's  abundant  affordable  housing  and  an  unmatched  quality  of  life.    'C'    It's  why 
firms  like  Microsoft®,  Oracle*,  Intuit*  and  Cisco®  have  chosen  to  move  operations  to  Reno. 

The  Reno  Tahoe  Tech  Center:  You  can  stop  searching,  dig? 


la 


rt  T 


c 


Reno  Tahoe  Tech  Center 

www.renotahoetechcenter.com 

|or  a  brochure  and  more  information,  please  have  your  broker  contact  Christianne  Orear  at  (775)850-4242, 
or  visit  our  web  site.   9408  Double  R  Blvd.,  Suite  B   Reno,  NV   8951 1 


■oft*.  Ofocle*'.  Intuit*  ond  Cijco*  are  fegutered  ftademarti  of  iKeir  rsspectivi 


Reno-Sparks 
Convention  &  Visitors 
Authority 

Long  known  for  its  abundance  of  out- 
standing outdoor  recreation  options, 
Reno-Sparks/Lake  Tahoe  is  now  being 
discovered  as  a  premier  meeting 
destination. 

Our  selection  of  unique,  high-qual- 
ity hotel  meeting  sites  offers  profes- 
sional service  that  fits  any  budget. 
And  we've  got  excellent  air  service  to 
get  groups  here  and  back  in  a  timely 
manner  —  which  is  why  corporations 
like  AC  Deico,  McDonald's,  Wells 
Fargo,  Subway  and  Snap-On  Tools 
have  all  praised  Reno-Sparks/Lake 
Tahoe  as  an  ideal  place  to  hold  their 
corporate  meetings. 

As  your  needs  grow,  Reno-Sparks/ 
Lake  Tahoe  grows  with  you.  The 
completed  expansion  of  Reno-Sparks 
Convention  Center  in  July  2002  will 
provide  convention  and  tradeshow 
planners  500,000  square  feet  of 
exhibit  and  meeting  space. 

All  this  and  something  money  just 
can't  buy:  the  magnificent  High  Sierra, 
home  to  over  40  golf  courses,  18 
world-class  ski  resorts  and  unparal- 
leled natural  beauty. 

Our  experienced  sales  staff  is  here 
to  help  you  plan  your  greatest  meeting 
yet.  Call  1-800-443-1482,  log  on  to 
conventions.renolaketahoe.com  or 
e-mail  meetings@rsvca.com  today. 

RENO 

renolaketahoe.com 
800-FOR-REIMO 
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when  computers  in  Reno  and  elsewhere 
are  linked,  there's  no  delay  in  data  trans- 
nnission,  no  glitches  in  the  data  stream. 

Water  is  gold  in  the  West.  In  an  unusu- 
al partnership,  the  three  local  govern- 
ments recently  bought  the  area's  largest 
water  company  for  $350  million  from 
Sierra  Pacific  Resources,  which  also  sup- 
plies electricity  and  natural  gas  to  north- 
ern and  southern  Nevada. 

"This  purchase  was  vitally  important  to 
ensure  the  integrity  of  our  water  supply  for 
future  generations,"  says  Malyn  Malquist, 
chief  executive  officer  of  the  Truckee 
Meadows  Water  Authority.  "The  benefits 
of  public  ownership  mean  local  control  and 
stable  rates  for  many  years  to  come." 

Western  Transportation  Hub 

Reno's  position  as  a  premier  transporta- 
tion hub  for  the  western  United  States 
makes  the  area  the  distribution  capital  of 
the  West. 

That's  why  Barnes  &  Noble  Booksellers 
chose  Reno  for  its  new  1  million-sq.-ft. 
warehouse  to  serve  the  entire  western 
U.S.,  and  at  a  nearby  location,  Pfizer  Inc 
recently  consolidated  two  California  oper- 
ations into  its  new  Western  Logistics 
Center. 

Reno's  strategic  location  makes  over- 
night deliveries  possible  for  51  million 
people  in  1 1  western  states.  The  city  sits 
astride  Interstate  80  and  U.S.  395,  major 
artenes  extending  from  California  to  New 
York  and  Canada  to  Mexico.  Businesses 
thrive  along  the  Union  Pacific  Railroad,  link- 
ing the  ports  of  San  Francisco  and  Oakland 
with  the  Midwest  and  East  Coast. 

Others  take  advantage  of  Reno's  just- 
expanded,  7,500-acre  Foreign  Trade  Zone, 
one  of  the  largest  in  the  nation.  Importers 
appreciate  the  city's  proximity  to  West  Coast 
ports  and  Pacific  Rim  nations  as  well  as  the 
ability  to  have  U.S.  Customs  inspections 
done  in  Reno,  not  at  the  congested  ports. 

Reno/Tahoe  International  Airport  is  one 


The  University  of  Nevada, 
Reno  greatly  contributes  to  the  an 
educated,  skilled  workforce. 


of  the  top  50  air  carrier  airports  in  thi 
The  city  is  a  one-hour  flight  fron 
Jose,  Oakland,  San  Francisco  o 
Angeles.  More  than  160  daily  arriva 
departures  link  companies,  their  p 
and  their  goods  and  services  to 
locales. 

Tax  Climate  [ 

With  no  personal  income  tax,  no  c 
rate  profits  tax,  no  inventory  tax  a 
unitary  tax,  Reno's  and  Nevada' 
structures  are  the  most  favorable 
country  for  businesses,  Industrie 
individuals.  Property  tax  rates  are  It 
meaning  more  affordable  homes  - 
there's  no  estate  tax. 

All  of  this  is  possible  becau: 
Nevada's  unique  tourism  industry,  > 
helps  defray  costs  of  everything  fronr 
ways  to  elementary  and  higher  educ 

Nevada  offers  several  incentive 
grams,  including  abatement  of  sale: 
and  property  taxes.  A  variety  of  trainin 
grams,  which  can  be  tailored  to  th( 
vidual  needs  of  businesses  and  indu: 
are  available  through  the  state  univer 
community  colleges  and  other  progr 

Education 

In  recent  years,  Nevada  has  led  the 
in  placing  greater  emphasis  on  educ 


^  How  does  oldest 
I     arts  organization 
itself  into  the  ^ 


Commitment  to  arts  and  culture  is  found  in  the 
investment  individuals  and  foundations  have  made  to 
the  Images  of  Excellence  campaign  -  a  campaign  to 
build  and  endow  the  new  Nevada  Museum  of  Art  in 
downtown  Reno. 


Opening  Spring  2003 

Built  by  Clark  &  Sullivan  Constructors,  Reno 


Designed  by  award-winning  architect  Will  Bruder,  this 
$1 5.5  million  building  promises  to  be  one  of  the  most 
distinguished  architectural  achievements  in  Nevada, 
a  striking  addition  to  downtown  Reno,  and  an 
environmental  statement  about  our  unique  landscape. 

Become  a  major  player  in  our  Images  of  Excellence 
campaign  to  create  a  new  landmark  art  museum  for 
the  West.  For  more  information,  please  contact  the 
Nevada  Museum  of  Art  at  775.329.3333. 


A, 


nevada  museum  of  art 


The  Donald  W.  Reynolds  Center  for  the  Visual  Arts 

E.  L.  Wiegand  Gallery 


160  West  Liberty  Street  in  Reno,  Nevada     775.329.3333  www.nevaciaart.org 


UNIVERSITY 
OF  NEVADA 

•Reno 


A  few 
good 
questions 

One  Answer 

•When  San  Francisco  wanted  to  be 
sure  its  newest  bridge  would  be 
earthquake  safe,  who  did  they  call  to 
check  it  out? 

•  Whose  School  of  Journalism  counts 
six  Pulitzer  Prize  winners  among  its 
alumni? 

•  Whose  Physics  faculty  is  building 
the  most  powerful  laser  AND  has 
already  established  the  strongest 
electrical  generator  and  X-ray 
source  at  a  U.S.  university? 

•  Who  has  a  business  logistics  pro- 
gram considered  by  the  country's 
largest  firms  to  be  one  of  the  top  10 
in  the  United  States? 

•  Who  did  DuPont  choose  to  receive 
and  improve  upon  its  patented  tech- 
nologies in  mining  remediation? 

•Whose  faculty  have  companies  like 
Bechtel,  Ford,  Honda,  Intel  and 
Texaco  chosen  to  work  with  in 
research  partnerships? 

Answer: 

The  University  of 
Nevada,  Reno 

Established  in  1874 
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The  state  is  putting  connputer  ternninals 
in  every  classroom  from  first  grade  up,  a 
program  designed  to  give  children  hands- 
on  familiarity  with  computers  at  the  earli- 
est opportunity.  Nevada  mandates  ratios 
of  15  students  per  teacher  in  kinder- 
garten through  third  grade. 

The  idea  is  to  jump-start  children 
toward  earning  an  MBA,  engineering 
degree  or  a  spot  in  medical  school,  all 
available  at  the  University  of  Nevada, 
Reno  (UNR).  The  university  prides  itself 
on  partnerships  with  the  community.  Its 
logistics  program,  one  of  the  top  three  in 
the  nation,  was  developed  at  the  sug- 
gestion of  area  businesses.  And  the  med- 
ical school  partners  with  the  city's  top- 
notch  hospitals  and  medical  community. 

The  land-grant  university,  the  state's 
oldest,  is  consistently  ranked  high  nation- 
ally for  giving  the  parents  of  its  12,500  stu- 
dents maximum  bang  for  the  academic 
buck  in  numerous  undergraduate,  mas- 
ters and  doctoral  programs.  It  is  a 
research  school,  noted  for  studies  ranging 
from  climatology  to  biotechnology. 

"The  areas  of  the  country  that  are  thriv- 
ing are  built  around  or  built  with  an 
engaged  university  whose  faculty  and  stu- 
dents thoroughly  interact  with  the  com- 
munity," says  Mike  Reed,  dean  of  UNR's 
College  of  Business  Administration  and 
former  Reno-Sparks  Chamber  of  Com- 
merce president.  "From  my  point  of  view, 
that's  exactly  the  kind  of  thing  we're  trying 
to  accomplish." 

High-tech  businesses  promptly  are  intro- 
duced to  faculty  members  with  comparable 
interests,  developing  more  opportunities  for 
growth  and  partnership  in  both  the  acade- 
mic and  business  fields.  Reed  says.  The 
university  also  developed  an  e-business  pro- 
gram and  a  gaming  management  program. 

People  an  Asset 

"Our  people  are  our  greatest  resource, 
without  question,"  Mayor  Griffin  is  fond  of 


High-Sierra  beauty  and  abundan 
outdoor  recreation  contribute  to  R< 
excellent  quality  of  life. 

saying.  "We  think,  of  course,  that  ou 
the  greatest  in  the  world.  And  they  i 
the  compliment. 

"Here,  you'll  find  low  absents 
high  motivation,  a  strong  work  ethi 
people  eager  to  get  ahead  in  work  < 
life.  They're  bright  and  willing  to  do 
ever  it  takes  to. get  the  job  done  ng 
the  first  time. 

"The  secret's  been  out  for  a  while 
newcomers  are  continuously  discov 
what  we  have  long  known:  Our  qua 
life  can't  be  beat." 

This  year,  the  city  of  Reno  asked  it 
idents  how  they  feel  about  living  here 
is  what  they  said: 

•  More  than  90%  are  pleased  with 
quality  of  life.  I 

•  More  than  93%  feel  safe  in  their  i 
borhoods. 

•  More  than  70%  are  satisfied  wit 
services,  and  more  than  half  hav 
ticipated  in  a  downtown  cultural  c 
event  in  the  last  year.  i 

Reno  offers  sunny  skies,  warm* 
mers,  mild  winters  and  affordable  h* 
in  safe  neighborhoods  with  quality  scl 
Rarely  does  a  commute  take  more  th 
minutes.  The  area's  slogan  is  "Wei 
This  Place." 

Outdoor  Recreation  ' 

Olympians  who  train  here  and  at  n( 


ruckee  Meadows 
Water  Authority 

er  is  the  West's  most  vital  resource. 
Qrthwest  Nevada,  tlie  Truckee  River 
:ends  from  Lake  Tahoe  to  nourish 
owing  population  and  economy  in 
high  desert. 

/hen  the  region's  primary  water 
^eyor,  Sierra  Pacific  Power  Co., 
Dunced  it  was  selling  its  water  utili- 
/Vashoe  County  and  the  cities  of 

0  and  Sparks  joined  in  a  historic  col- 
Tation:  the  Truckee  Meadows  Water 
lority  (TMWA).  In  January,  TMWA 
Tiitted  a  winning  $350  million  bid. 
The  purchase  stabilizes  rates  and 
jres  local  control  of  state-of-the-art 
3r-treatment  and  distribution  facili- 
that  produce  some  of  our  nation's 
;st  water,"  says  TMWA  Chairman 
/  Armstrong.  The  water  sustains  a 

1  quality  of  life  —  mountains,  lakes 
playa  surround  an  urban  center 
I  a  major  university  and  interna- 
3l  airport  —  and  an  economy  diver- 
ng  from  its  gaming/tourism  base 
warehousing,  manufacturing  and 
technology. 

)day,  the  region's  destiny  is  assured 
ie  responsible  guardianship  of  its 
lood,  its  water  system,  making  the 
desert  bloom. 

JCKEE  MEADOWS  WATER 
VdutHORirr 

www.tmh20.com 
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Lake  Tahoe  are  testimony  that  outdoor 
recreational  opportunities  abound.  Ski 
slopes,  kayaking,  rafting,  sailing  and  ice- 
cold  trophy  trout  streams  beckon.  Moun- 
tain-biking, backpacking,  camping  and 
hiking  on  abundant  urban  and  wilderness 
trails  are  also  popular.  The  world's  largest 
concentration  of  ski  lifts  is  about  an  hour's 
drive  from  downtown. 

Golfers  from  duffers  to  pros  play  the 
more  than  50  courses  within  an  hour's 
drive  of  the  airport.  Skill  levels  accommo- 
date beginners  right  up  to  the  profession- 
als who  play  here  at  the  Reno-Tahoe 
Open,  a  Professional  Golfers  Association 
tour  event. 

Culture  and  Entertainment 

The  gaming  industry,  a  cornerstone  of 
Reno's  economy,  helps  support  the  com- 
munity's focus  on  tourism,  and  with  it  a 
focus  on  arts  and  entertainment.  Luciano 
Pavarotti,  who  can  be  picky  about  where 
he  sings,  chose  Reno  as  one  of  the  few 
American  cities  where  he  wanted  to  per- 
form. A  summer  concert  series  typically 
has  performances  by  stars  such  as  Willie 
Nelson,  Sting,  James  Taylor  and  Alabama. 

Arts  enthusiasts  boast  of  Reno's  full  phil- 
harmonic symphony  orchestra  and  cham- 
ber orchestra.  The  Nevada  Opera  is  large 
enough  to  supply  sets  and  costumes  to 
other,  regional  opera  companies.  Reno  is 
also  home  to  three  dance  companies  and 
five  legitimate  theater  companies.  In  addi- 
tion, the  privately  run  and  endowed  Nevada 
Museum  of  Art  has  recently  announced  a 
$22  million  downtown  expansion. 

Reno's  annual  ARTown  event,  which 
started  with  seed  money  from  the  city's 
Arts  Commission,  offers  a  monthlong 
extravaganza  of  events  ranging  from  films 
to  opera  to  jazz  and  ballet.  Last  year  it 
received  the  International  Downtown  Asso- 
ciation's top  award,  competing  with  cities 
from  New  York  to  Tokyo.  ARTown  has  been 
recognized  by  the  National  Endowment  for 


Phil  Satre,  Chairman  and  C£  . 
Harrah's  Entertainment,  Inc. 

Harrah's 
Entertainment,  Inc. 

"For  more  than  60  years,  Harrah's 
Entertainment,  Inc.  has  been  proud  to 
be  an  integral  part  of  the  Reno  busi- 
ness community,"  says  Phil  Satre, 
Harrah's  chairman  and  chief  executive 
officer.  "Since  its  founding  in  1937, 
Harrah's  Entertainment  has  grown  into 
the  leading  consumer-marketing  com- 
pany in  the  gaming  industry,  with  oper- 
ations stretching  across  the  country. 
But  we've  never  forgotten  our  roots, 
and  the  tens  of  millions  of  dollars 
we've  spent  over  the  past  few  years 
enhancing  Harrah's  Reno  and  Harrah's 
Lake  Tahoe  illustrate  our  confidence  in 
northern  Nevada's  growth  prospects." 

Harrah's  Entertainment  operates 
21  casinos  under  the  Harrah's,  Rio 
and  Showboat  brand  names.  With  a 
combined  database  of  more  than  23 
million  players,  Harrah's  Entertain- 
ment focuses  on  building  loyalty  and 
value  with  its  target  customers  by 
offering  great  service,  excellent 
products,  unsurpassed  distribution, 
operational  excellence  and  technolo- 
gy leadership.  More  information  is 
available  at  www.harrahs.com. 

Harrart 


ENTERTAINMENT-  INC. 
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Sage  Ridge  School 

Sage  Ridge  School  educates  students 
of  all  backgrounds  through  a  rigorous, 
integrated  college  preparatory  cur- 
riculum. Sage  Ridge  denaands  the 
highest  standards  of  scholarship, 
artistic  expression,  physical  accom- 
plishment and  ethical  behavior. 

The  demands  of  the  program,  cou- 
pled with  the  support  of  the  teachers, 
allow  each  student  to  enjoy  personal 
fulfillment,  while  simultaneously 
preparing  them  to  make  significant 
contributions  to  a  changing  and  chal- 
lenging world.  To  meet  these  objec- 
tives. Sage  Ridge  offers  a  collabora- 
tive, interactive,  interdisciplinary  and 
multicultural  curriculum  in  which  stu- 
dents not  only  acquire  knowledge  and 
develop  skills,  but  also  esteem  com- 
passion and  service  and  find  joy  in 
learning  and  life. 

Sage  Ridge  is  committed  to  contin- 
uous review  of  the  integrity  of  its  pro- 
gram —  by  responding  carefully  to 
the  needs  of  its  students  and  by  taking 
full  advantage  of  the  expertise  of  its 
faculty  —  consistent  with  the  funda- 
mental values  of  its  mission. 


Sage  Ridge  School 

A  new  choice.  A  better  challenge. 


ADVERTISEMENT 


the  Arts.  Because  of  this  event  and  other 
progranns,  Reno  received  the  Outstanding 
Achievement  Award  for  City  Livability  from 
the  U.S.  Conference  of  Mayors. 

It  Is  rightly  said  of  Reno  that  "a  nver  runs 
through  it,"  and  the  Truckee  River,  as  it 
courses  through  downtown,  has  become 
a  focal  point  of  community  pride.  It  offers 
urban  fishing,  free  noontime  summer  con- 
certs at  a  riverside  amphitheater  and 
pedestrian  walks  beside  riverside  shops 
and  restaurants. 

Thriving  Downtown 

Reno's  downtown  Is  bustling  with  activity, 
and  new  construction  projects  are  under 
way  or  on  the  drawing  board. 

Casino  resorts  are  being  built  and 
expanded.  The  $85  million,  214-room  Siena 
Hotel  Spa  &  Casino,  with  800  employees, 
opens  this  year  as  the  latest  destination 
resort  to  offer  fine  dining,  entertainment, 
gaming  and  shopping.  It's  being  welcomed 
by  a  solid,  forward-looking  community  of 
hospitality  enterprises. 

A  downtown  baseball  stadium  Is  In  the 
works.  So  is  a  $65  million,  multipurpose 
events  center  to  augment  the  city's  already 
huge  convention  complex,  which  draws 
millions  of  visitors  to  Reno  each  year. 

Operated  by  the  Reno-Sparks  Conven- 
tion and  Visitors  Authority,  the  main  center 
Is  undergoing  a  $105  million  expansion  to 
offer  more  than  500,000  square  feet  of 
rentable  exhibition  and  meeting  space.  It's 
a  modern,  high-tech  convention  and 
tradeshow  venue  that  augments  large  and 
small  meeting,  convention  and  exhibition 
spaces  at  the  area's  hotels  and  casinos. 
They  host  small  business  meetings  up  to 
national  conventions. 

Reno's  long  association  with  the  railroad  Is 
entering  a  new  dimension  as  the  cit/  embarks 
on  a  $225  million  project  to  lower  the  railroad 
tracks  through  the  city,  creating  new  opportu- 
nities for  development  along  the  corridor 

The  city  has  more  than  20,000  hotel 


Chuck  Alvey,  CEO,  EDAWN 

EDAWN 

EDAWN  is  the  Economic  Deve 
ment  Authority  of  Western  Nevac 
private,  nonprofit  corporation  foi 
ed  by  community  leaders  in  1! 
For  nearly  20  years  we  have  hel 
companies  like  Microsoft,  Ci: 
Oracle,  Intuit,  Amazon.com,  Barm 
Noble,  Pfizer,  Michelin,  Blackh 
Molding,  Comm  Scope,  Overh 
Door,  John  Deere,  TRW,  Kenc 
Jackson  Wineries,  Patagonia 
many  more  with  their  wise  deci; 
to  expand  to  northern  Nevada, 
service  continues  from  the  in 
inquiry  through  the  decision  proc 
connecting  to  the  community 
well  beyond. 

The  image  of  Reno-Sparks/L 
Tahoe  is  changing,  thanks  to 
companies  like  these  moving  tl 
headquarters,  financial,  researc 
development,  manufacturing,  dii 
bution  or  other  operations  to  on 
the  greatest  places  in  the  work 
work,  live  and  play.  Contact  Ch 
Alvey,  CEO,  at  (775)  829-3737 
alvey@edawn.org. 


Tahoe 

Economic  Dextlormem  Aithoh 
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Reno  Tahoe 
Tech  Center 

no  Tahoe  Tech  Center  (RTTC)  is  a 
jsi  850,000-square-foot,  70-acre, 
ss-A  office  campus  in  South  Reno. 
3  development  is  a  premier  facili- 
'or  high-tech  companies  and  pro- 
sional  office  tenants  and  will  offer 
!  most  advanced  fiber  optic 
3communications  capabilities  in 
no.  RTTC  will  house  a  60,000- 
jare-foot  Telecommunications 
tel  for  long  distance  carriers  and  a 
itiguous  30,000-square-foot  eo- 
lation data  center  with  extensive 
lundant  fiber-optic  capacity  and 
7/365  backup  power.  Plans  also 
lude  pads  for  restaurants,  banks 
1  retail  users.  Tenants  will  have  the 
ion  of  leasing  or  purchasing 
ice.  RTTC's  location  offers  easy 
essibility,  panoramic  views,  and  is 
lutes  from  new  residential  subdi- 
ons  and  the  Reno/Tahoe  Interna- 
lal  Airport.  Construction  of  Phase 
igan  June  2001  to  be  completed 
=irst  Quarter  2002. 
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no  Tahoe  Tech  Center 

I  (775)  850-4242 

ww.renotahoetechcenter.com 


rooms  within  a  30-minute  drive  of  the  air- 
port, which  is  adjacent  to  downtown.  The 
airport  is  close  to  key  business  locations 
and  helps  bring  Reno  more  than  5  million 
visitors  each  year. 

Those  visitors  and  the  nearly  half  a  mil- 
lion residents  living  in  the  metropolitan 
area  help  make  Reno  a  growing  retail 
market.  Reno  has  been  called  "recession- 
proof,"  a  claim  borne  out  by  retailers  who 
say  they've  seen  nothing  but  positive  num- 
bers the  past  several  months. 

Here's  what's  being  said  outside  the 
community: 

•  Forbes-Milken  Institute  Best  Places 
Ranking:  Reno  is  in  the  top  50  of  the 
nation's  leading  200  cities  for  business 
or  career  advancement,  an  improve- 
ment from  70th  place  to  45th  place  in 
one  year. 

•  The  Milken  Institute:  Reno  is  one  of  the 
top  SIX  emerging  centers  for  technology, 
according  to  the  2001  report,  "Knowl- 
edge Value  Cities  in  the  Digital  Age! " 

•  Inc.  magazine:  Reno  is  one  of  the  best 
places  in  the  United  States  to  start  and 
grow  a  business.  Reno  ranks  number 
four  in  the  nation  in  the  small  metro 
category,  up  three  notches  from  the 
previous  year. 

•  Business  Facilities  magazine:  Nevada 
ranks  first  place  in  the  2000  list  of  top 
1 0  states  for  start-ups. 

•  The  American  Electronics  Associa- 
tion: Nevada  ranks  number  one  in  the 
nation  for  growth  in  high-tech  exports 
and  number  three  for  growth  in  high- 
tech sector  jobs. 

"These  resounding  endorsements  from 
our  businesses,  our  people  and  those  who 
know  what  makes  for  a  great  business  cli- 
mate all  show  that  we've  been  doing  our 
homework,  and  it's  paying  off  for  every- 
one," Mayor  Griffin  says. 

"We  are  a  city  brimming  with  excite- 
ment, pride  and  talent."  ■ 


The  Eldorado, 
Silver  Legacy  and 
Circus  Circus 

Visitors  to  the  Reno/Tahoe  region 
should  not  miss  an  opportunity  to  seek 
out  the  Eldorado,  Silver  Legacy  and 
Circus  Circus  in  downtown  Reno.  The 
three  hotel/casino  properties  have  com- 
bined their  individual  resources  to 
create  "Uptown  Reno,"  northern 
Nevada's  unparalleled  entertainment 
resort  complex. 

This  partnership,  which  spans  six 
city  blocks,  affords  every  amenity  a 
guest  may  desire  —  all  under  one  roof. 
The  triplex  features  more  than  4,000 
elegantly  appointed  rooms,  21  excel- 
lent restaurants,  a  health  club  and  spa, 
a  microbrewery  and  nightly  entertain- 
ment including  top-name  performers, 
world-class  circus  acts,  a  comedy  club 
and  a  dazzling  production  show. 

Reno's  most  exciting  gaming  action 
happens  daily  within  the  facility,  where 
players  find  6,000  slot  machines,  225 
table  games  and  three  race  &  sports- 
books  and  keno  lounges.  Just  minutes 
from  Alpine  skiing  and  more  than  30 
spectacular  golf  courses,  the  Eldorado, 
Silver  Legacy  and  Circus  Circus  are 
Reno's  leading  vacation  destinations. 


ELDORADO  SILVERLEGACY  CIRCUSCIRCUS 
uptownreno.com  1-888-288-1833 
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China  Hands 

To  Newport,  the  secret  to  investing  in  Asia  is  knowing  what  to  avoid  as  much  as  what  to  buy. 


BY  ANDREW  TANZER 

RELATIONS  BETWEEN  THE  U.  S. 
and  China  are  in  a  touchy 
phase.  Does  that  worry 
Christopher  Legallet,  chief  in- 
vestment officer  of  San  Fran- 
cisco-based Newport  Pacific  Manage- 
ment? No. 

"For  me,  the  trend  is  what's  impor- 
tant in  China,  and  the  trend  is  acceler- 
ating economic  reform,  privatization 
and  a  move  toward  a  market-oriented 
economy,"  he  explains.  Legallet  has 
watched  China  since  1982,  when  he 
studied  Chinese  in  Tianjin.  After  gradu- 
ating from  the  University  of  California, 
Los  Angeles  in  1983,  he  returned  to 
China  to  trade  cow  hides  before  relo- 
cating to  Hong  Kong  and  gravitating 
into  the  fund  business. 

Newport  Pacific,  founded  in  1978  to 
invest  in  Asian  equities,  indeed  has  a 
long-term  outlook.  Annual  turnover  of 
Liberty  NeAvport's  Greater  China  Fund 
and  Tiger  Fund — both  managed  by 
Legallet,  40,  and  founder  Thomas  Tut- 
tle,  60 — is  a  remarkably  low  15%. 

Patience  is  rewarded:  Greater 
China,  which  is  down  0.4%  this  year, 
has  a  three-year  average  annual  return 
of  24%,  easily  besting  the  Morgan 
Stanley  Capital  International  China 
Index  by  10%.  Tiger,  which  invests  all 
over  Asia  except  in  Japan,  is  off  11% 
year-to-date  but  has  an  18%  annual 
performance  over  three  years,  out- 
pacing the  MSCI  AC  Far  East  Free  Ex- 


Japan  Index  by  1 1  points. 

Like  many  overseas  funds,  these 
aren't  cheap.  Greater  China  runs  up  an- 
nual expenses  of  2.25%  of  assets,  and 
Tiger,  1.7%.  Worse,  they  both  have  up- 
front sales  charges  of  5.75%.  Too  steep 
for  you?  You  can  buy  most  of  LegaUet's 
stocks  via  American  Depositary  Re- 
ceipts (see  table). 

Newport  starts  the  investment 
vetting  process  with  a  rigorous  top- 
down  look  at  countries.  It  grades  na- 
tions on  attributes  such  as  quality  of 
political  and  economic  leadership, 
smooth  transitions  of  power,  legal  in- 
frastructure and  liquidity  in  capital 
markets. 

Such  geopolitical  realism  has 
steered  Legallet  completely  away  from 
Thailand,  Malaysia,  Indonesia  and  the 
Philippines.  "The  vested  interests  be- 
tween government  and  business  are 

Pacific  Rim  Picks 


so  intertwined  in  some  of  t 
economies  that  the  fellows  whc 
losing  out  aren't  going  to  givi 
without  a  fight,"  he  says. 

He  overweights  Singapore,  w 
gets  high  marks  for  good,  clean  go\ 
ment  and  for  deregulating  the  econ 
and  privatizing  state  assets  sinc< 
1997-98  Asian  economic  crisis.  Bi 
underweights  South  Korea,  despi' 
10%  economic  growth  rate  last 
because  of  excess  borrowing,  hi 
cyclical  industries  and  lack  of  tr 
parency  in  the  system. 

China  is  more  complex.  Leg 
thinks  the  sale  of  shares  in  si 
owned  enterprises  such  as  Beijing 
ment  is  an  accident  waiting  to  I 
pen.  These  heavily  indebted  ent 
retain  bloated  labor  forces  and 
derfunded  pension  liabilities. 

After  sizing  up  nations,  New 


Newport  looks  for  Asian  companies  with  minimum  cyclicality  and  sustainable  e 
The  firm  doesn't  want  anything  from  troubled  nations  like  Thailand  or  Indonesi 

Newport's  picks,  shown  here,  are  available  as  American  Depositary  Receipts. 

Company/country 

Basiness 

Recent 
price 

52-week 
high 

China  Mobile/China/Mong  Kong 

cellular  operator 

$24.35 

$49.25 

DBS  Group  Holdings/Singapore 

financial  services 

28.00 

54.00 

Giordano/Hcng  Kong 

apparel  retailing 

5.15 

6.63 

Huaneng  Power/China/Hong  Kong 

independent  power  producer 

20.96 

26.24 

Johnson  Eiectric/Hong  Kong 

motor  manufacturing 

14.50 

25.13 

Li  &  Fung/Hong  Kong 

buying  agency 

1.71 

2.25 

Sun  Hung  Kai  Properties/Hong  Kong 

real  estate  development 

9.20 

11.10 

Tahwan  Semiconductor  Manufacturing/Taiwan 

semiconductors 

14.65 

26.79 

All  issues  are  ADRs  except  for  Li  &  Fung.  Sources:  Bloomberg:  Thomson  rmancial/Market  Guide:  Newport  Pacific  1 
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yzes  industries.  Legallet  looks  for 
,ones  with  sustainable  earnings  ex- 
sion  and  minimal  cyclicality.  And 
vants  companies  in  these  sectors 
1  returns  on  equity  consistently 
v'c  12%,  sturdy  balance  sheets  and 
sparent  accounting. 
•Newport  is  big  on  key  members  of 
iig  Kong's  real  estate  oligopoly, 
1  as  Sun  Hung  Kai  Properties, 
ch  have  predictable  and  healthy 
lings.  Because  of  rising  incomes  in 
Far  East,  Legallet  also  likes  fman- 
services,  so  he  holds  banks  such  as 
,  a  top  player  in  the  financial  center 
ingapore. 

Fechnology?  Legallet  prefers  the 


beneficiaries  of  global  outsourcing — 
but  only  those  with  pricing  power,  a 
competitive  advantage  and  top  man- 
agement. That's  why  he  owns  Taiwan 
Semiconductor  Manufacturing,  the 
world's  leading  chip  foundry.  Legallet 
thinks  outsourcing  will  remain  a  pow- 
erful trend  as  companies  around  the 
world  assign  fabricating  jobs  to  Asia. 

A  new  theme  for  Newport — and 
Asia's  economy — is  the  shift  from  ex- 
porting to  serving  the  consumer  and 
the  business  markets  of  China  and 
India.  Tuttle  says  that  strong  domestic 
demand  will  allow  China's  economy  to 
grow  7%  this  year,  even  with  no  net  ex- 
port expansion.  That  vast  internal  mar- 


ket led  Newport  to  load  up  on  China 
Mobile,  which  has  50  million  cell 
phone  subscribers,  and  Hong  Kong- 
listed  Huaneng  Power,  China's  largest 
independent  power  producer. 

Legallet  and  his  mentor,  Tuttle, 
know,  however,  that  gold  can  turn  to 
dross  in  any  economy,  but  particularly 
in  those  as  volatile  as  the  ones  in  Asia. 
For  example,  cash-rich  Hong  Kong 
Telecom  was  once  a  core  holding.  But 
then  debt-laden  Pacific  Century  Cy- 
berWorks  bought  the  telecom  giant 
last  year  in  a  highly  leveraged  deal. 
Newport  dumped  all  its  new  shares  in 
PCCW,  getting  out  before  the  parent's 
stock  collapsed.  F 
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Growth  at  a  Price 

Valuing  stocks  the  W.P.  Stewart  way:  Strong  companies, 
educated  guesswork  and  back-of-the-envelope  figuring. 


Wi 


BY  MONTE  BURKE 

fILLIAM  P.  STEWART 
has  a  method  for 
picking  stocks  that 
sounds  utterly  straight- 
forward. Figure  out,  from  a 
company's  earnings  trend 
and  business  prospects,  a 
stock's  plausible  value  five 
years  out;  then  discount  that 
back  to  the  present  with  a 
suitable  discount  rate.  If  the 
shares  are  trading  for  less 
than  the  discounted  present 
value,  buy  them;  if  they 
are  trading  for  more,  un- 
load them. 

"It's  a  simple  concept: 
Own  a  bunch  of  good  com- 
panies and  figure  out  their 
fair  value,"  says  Stewart,  head 
of  his  eponymous  investment 
management  firm  W.P.  Stew- 
art &  Co.  "You  never  need 
more  than  simple  addition 
and  subtraction." 

Simple  in  concept,  but 
tricky  to  apply;  the  method 
hinges  on  correctly  guessing 
future  earnings,  no  easy 
thing.  Let's  walk  through  the 
arithmetic  for  Merck,  one  of 
Stewart's  favorites.  It's  trad- 
ing at  $61  per  share,  a  39% 
discount  to  the  $100  valua- 
tion he  puts  on  the  shares. 
How  does  he  get  $100?  "As- 
sumption piled  on  assump- 
tion piled  on  assumption,"  says  Robert 
Kahn,  Stewart's  valuation  wizard. 

First  of  all  Stewart,  Kahn  and  their 
acolytes  select  the  35  stocks  they  would 
like  to  own.  They  do  so  by  figuring  out 
for  all  their  candidates  an  "equity  risk 
premium" — the  amount  of  return  (ap- 
preciation plus  dividends)  they  want 
over  safe  ten-year  Treasury  bonds, 
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Valuation  Targets 


W.P.  Stewart  estimates  future  earnings  and  P/E  ratios, 
then  discounts  those  prices  back  to  today.  The  appraised 
present  value  is  where  the  firm  thinks  the  stock  should 
be.  By  this  measure  these  stocks  are  undervalued. 


Recent 

Appraised 

S2-weel( 

Company 

price 

present  value 

high 

P/E 

Automatic  Data  Processing 

$53 

$72 

$69 

39 

Estee  Lauder 

41 

50 

48 

31 

Johnson  &  Johnson 

53 

65 

54 

30 

Merck 

61 

100 

97 

20 

Sysco 

29 

34 

30 

34 

All  of  W.P.  Stewart's  stock  picks  are  based  on  a  five-year  investment  horizon.  They 
are  considered  a  buy  when  the  appraised  present  values  are  greater  than 
the  actual  value.  Sou.'ces:  Bloomberg:  W.P.  Stewart  &  Co. 


based  on  their  best  guess.  Today  the 
Treasury  yields  5.2%;  they  assume  it 
will  be  a  bit  higher,  5.5%,  five  years  out. 

The  Stewart  bunch  doesn't  want  an 
equity  risk  premium  that's  too  low; 
otherwise  why  bother  owning  stock 
when  you  can  hold  a  nice,  risk-free 
Treasury?  And  they  don't  want  a  pre- 
mium that's  too  large  because  that's 


getting  risky.  The  range  for  the  comi 
nies  Stewart  likes  is  4.5  to  7.5  perce 
age  points  over  the  expected  Treasi 
yield.  So  Automatic  Data  Processinj 
low-risk  company,  gets  assigned  a 
point  premium.  Merck  is  a  bit  risl 
and  gets  5.5.  This  eai 
both  companies  a  s: 
on  Stewart's  list. 

Next,  the  Stew 
crew  dopes  out  the  p 
sent  value  for  their  11 
35-member  univei 
Using  visits  to  com 
nies  and  a  lot  of  e< 
cated  guesswork,  t] 
come  up  with  fully 
luted  earnings-p 
share  increases  for  2C 
For  Merck,  that's  $6. 

Then  they  do 
other  back-of-the-er 
lope  projection  for 
S&P  400  index,  wh 
trailing  price/earni 
ratio  now  is  24.5.  Ba 
on  Stewart's  feel 
earnings  growth,  tl 
way-forward  P/E  for 
index  in  2007  is  20 
their  lineup  of  stocks,  they  \s 
P/Es  between  18  to  30.  \N 
Merck,  they  settled  on  a  proje« 
2007  P/E  of  26  (30%  above  th» 
market  P/E). 

Now  comes  Stewart's  sin 
arithmetic.  Multiplying  $6.3f 
26  equals  $165  in  2007.  T. 
they  add  in  $12  in  projected  < 
idends  for  a  2007  total  of  $ 
Discounted  back  to  the  pres. 
the  ideal  value  of  the  st 
would  be  $100.  Today  Me 
changes  hands  for  $61  per  sh 
meaning  it  is  undervaluec 
Stewart's  eyes. 

Okay,  why  is  Merck  stock  doggii 
lately,  falling  far  short  of  this  $1C 
should  command?  Four  of  its  big  di 
are  going  off  patent  this  year,  sue 
Pepcid,  a  stomach  ailment  rem^ 
While  Merck  is  close-mouthed  ab 
new  projects,  the  Stewart  sages  are 
it  vn\[  generate  new  blockbusters  in 


t  five  years. 

Resulting  Stewart  portfolio:  compa- 
;  with  strong  growth  trading  at  above- 
:ket  multiples.  No  Internet  stocks. 
The  tall,  patrician-looking  Stewart, 
opened  his  money-management 
n  26  years  ago.  (He  was  running 
ney  elsewhere  during  the  1973-74 
)h  but  started  with  a  clean  slate  as 
wart  &  Co  in  1975.)  What  about 
vart  &  Co.'s  performance? 
His  only  mutual  fund  open  to  U.S. 


investors,  WP  Stewart  Growth,  has  (be- 
fore expenses)  tracked  the  S&P  500  since 
its  1994  inception.  After  1.8%  per  year 
expenses,  it  is  behind. 

Say  this  for  Stewart:  Although  he's  a 
growth  stock  buyer,  he  holds  up  pretty 
well  in  bear  markets.  In  the  12  months 
ended  Mar.  30  the  fund's  15%  loss  put  it 
seven  points  ahead  of  the  S&P.  That's 
one  reason  Stewart  has  a  loyal  follow- 
ing— the  firm  runs  $9.3  billion,  includ- 
ing the  mutual  fund's  $70  million. 


"They've  held  the  line,"  says  Edmund 
Blake,  chairman  of  the  American  Liver 
Foundation's  investment  committee,  a 
client  since  1993. 

Given  its  high  expense  ratio,  the 
mutual  fund  may  be  no  great  bargain. 
But  the  stocks  in  it  are  worth  a  look  (see 
table).  Another  intriguing  play  is  the 
Stewart  firm  itself,  which  went  pubhc 
last  fall  and  trades  at  a  cheap  1 1.5  times 
trailing  earnings.  Gabelli  Asset  Manage- 
ment has  a  20  P/E.  F 


9CK  FOCUS 

rend  Catchers 

3rybody  wants  a  piece  of  Generation  Y— a  fickle  crowd 
h  growing  disposable  income  and  a  lot  more  say  in  what 
)  household  buys.  Here's  how  to  play  teen  stocks. 


MEGAN  E.  MULLIGAN 

rEENAGERS  RULE:  32  MILLION 
of  them  each  spends  an  aver- 
age of  $116  every  week.  And 
even  with  the  economic  slow- 
down, a  relatively  low  unem- 
^ment  rate  is  still  creating  plenty  of 
ry-level  job  opportunities  for  kids. 
High  school  students  are  also  in- 
isingly  making  important  house- 
1  purchasing  decisions  not  limited 
.lothes,  movies  and  videogames, 
lagers  are  taking  on  added  respon- 
lities,  such  as  doing  their  family's 
:ery  shopping  or  acting  as  the  fam- 
chief  technology  officer  for  parents 
imoxed  by  computers.  And  more 
s  are  getting  credit  access  through 
cles  like  the  Visa  Buxx  card. 
Companies  targeting  this  demo- 
.)hic  can  profit  substantially — and 
i  jump  on  long-term  relationships 
I  tomorrow's  adult  consumers — if 
play  it  smart. 
The  big  drawback  with  chasing 
youth  market:  What's  cool  today 
'  be  dorky  tomorrow.  Betting  big 
he  wrong  spokesperson  or  fash- 
can  set  off  a  lasting  downward 
al.  Look  at  how  Gap  has  suffered 
If  young  set  abandoned  it.  The 
hing  retailer's  stock  has  been 


halved  from  its  early  2000  high. 

One  example  of  how  to  do  things 
right:  Abercrombie  &  Fitch,  which 
ditched  its  traditional  upscale  sport  and 
outdoorwear  business  to  tilt  toward 
teenagers.  The  strategy  has  helped  rev- 
enues to  more  than  triple  since  1997. 
Abercrombie  is  roUing  out  a  lower-price 
concept  store,  Hollister,  selling  Califor- 
nia-style surf  and  skate  duds.  The  com- 
pany believes  there  may  be  room  for  as 
many  as  600  Hollister  outlets  nation- 
wide. Its  per-share  profits  are  expected 
to  rise  19%  in  2001;  Abercrombie  & 


Fitch  stock  sells  for  22  times  estimated 
earnings. 

Designer  Tommy  Hilfiger  experi- 
enced a  huge  boost  in  revenues  when 
he  switched  from  a  preppy  look  to  a 
hip  hop  sensibility.  Brand  over- 
extension has  since  hurt  the  company, 
but  with  teen  idols  like  N'Sync  and 
Backstreet  Boys  dressing  up  in 
Tommy,  Hilfiger  still  has  pull  with 
youngsters.  This  could  be  a  chance  to 
buy  Hilfiger  on  the  cheap:  The  stock 
sells  for  nine  times  12-month  trailing 
earnings. 

A  potential  winner:  the  World 
Wrestling  Federation,  coming  off  its  re- 
cent humiliation  with  the  XFL,  its  ill- 
fated  football  league.  After  acquiring  its 
top  rival.  World  Championship 
Wrestiing,  the  federation  can  build  on  its 
popularity  with  male  teens  and  on  its  ex- 
tensive licensing  opportunities.  F 


The  Young  and  the  Restless  

This  eclectic  roster  of  companies  is  heavily  dependent  on  teen  customers.  While  the 
youth  market  is  capricious,  these  companies  seem  to  know  how  to  please  it. 


Recent 

YTD  price 

Latest 

2001  P/E 

Market  value 

Company 

price 

change 

12-moEPS 

estimated 

($mil) 

Abercrombie  &  Fitch 

$42.09 

110% 

$1.60 

23 

$4,167 

Alloy  Online 

14.19 

85 

-1.69 

284 

298 

American  Eagle  Outfitters 

39,73 

41 

1.34 

23 

2,813 

Bebe  Stores 

34.54 

62 

1.02 

32 

863 

Delia's 

7.00 

396 

-2.91 

NM 

247 

Electronic  Arts 

58.95 

38 

-0.08 

95 

8,100 

Tommy  Hilfiger 

13.18 

36 

1.43 

8 

1,220 

Limited 

13.83 

-1 

0.89 

19 

7,175 

World  Wrestling  Federation 

14.30 

-11 

0.66 

18 

1,042 

Prices  as  of  July  13.  NM:  Not  meaningful.  Sources:  Bloomberg  Financial  Markets:  FT  Interactive  Data,  Market  Guide  and 
Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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STREETWALKER 


Fragrant  Prospects 

INTERNATIONAL  FLAVORS  &  FRAGRANCES  WAS  ONE  OF  THE  NIFTY  FIFTY  STOCKS 
in  the  1960s,  rising  thirtyfold  between  1960  and  1973,  only  to  enter  a  long  pe- 
riod of  stagnation  in  which  its  returns,  including  a  hefty  dividend,  badly  trailed 
the  S&P  500  Index.  The  maker  of  scents  and  flavors — used  in  everything  from 
SnackWells  cookies  to  Estee  Lauder  perfumes — has  long  been  the  industry 
leader,  but  it  got  sloppy  and  arrogant.  Net  income  by  2000  was  half  what  it  was 
in  1997,  and  the  stock  fell  accordingly  (see  chart). 

Yet  analyst  Robert  Antonoff  with  Eden  Capital  Management  in  Houston 
thinks  the  company  (NYSE:  IFF)  is  in  the  early  stages  of  a  turnaround.  Chief  Ex- 
ecutive Richard  Goldstein,  recruited  from  Unilever's  U.S.  operation  in  June 
2000,  has  slashed  the  dividend  and  started  to  repair  badly  frayed  relations  with 
customers.  Goldstein  also  bought  one  of  IFF's  biggest  competitors,  Bush  Boake 
AUen,  which  pushed  its  global  market  share  to  25%.  The  company  is  ramping 
up  its  research  and  development  efforts  as  well:  In  June  it  broke  ground  on  a 
hydroponic  greenhouse  that  will  help  IFF  develop  new  floral  and  fruity  scents. 

At  a  recent  price  of  $26  per  share,  IFF  trades  at  25  times  trailing  earnings, 
mainly  because  of  plummeting  profits.  Antonoff  expects  those  to  head  up  again 
soon.  IFF  beat  first-quarter  earnings  estimates  by  a  penny.       — Daniel  Fisher 


Slurry  Slowdown 

CABOT  MICROELECTRONICS  IS  AT  THE 
crossroads  of  two  struggling  busi- 
nesses, specialty  chemicals  and  com- 
puter chips.  Cabot  (NASD:  CCMP) 
makes  Hquid  polishing  slurries — com- 
pounds used  to  smooth  integrated 
circuits  before  they  are  imprinted. 
Cabot  controls  80%  of  the  market. 

Trouble  is,  demand  for  personal 
computers,  wireless  devices  and  cell 
phones  is  still  deep  in  the  doldrums, 
says  Dmitry  Silversteyn  of  Cleveland- 


based  Midwest  Research.  Many  Cabot 
customers,  like  Intel  and  Texas  In- 
struments, are  sitting  on  big  invento- 
ries, and  their  fab  plants  are  operat- 
ing at  less  than  50%  capacity,  reducing 
the  need  for  Cabot's  compounds. 

Cabot's  net  income,  which  had 
been  growing  reliably,  slumped  in  the 
second  quarter  and  its  stock  dipped 
from  $60  to  $47.  It's  back  up  to  $58, 
but  Silversteyn  says  that  industry  bad 
news  ahead  will  sink  it  anew.  Short  it; 

'=°^^'-^tS4o.       PI  Forbes 

—Daniel  Kruger  LJilZLiiE^ 


Rating  Moody's 

STOCK  ISSUANCE  MAY  BE  DOWN,  1 
companies  are  still  pumping  out  i 
bond  offerings  as  interest  rates  di 
That's  a  lovely  situation  for  Mooi 
Corp.,  the  company  that  runs  bond 
ing  agency  Moody's  Investors  Servi 

Moody's  (NYSE:  MCO),  spun  off  fi 
Dun  &  Bradstreet  last  September, 
been  looking  very  strong.  First-qua 
revenue  is  up  30%,  and  in  structure! 
nance,  where  fees  can  be  four  times  tl 
of  a  corporate  bond  rating,  growt 
46%.  Net  income  for  the  quarter  wa; 
by  a  third. 

Joanne  Park,  an  analyst  with  N 
rill  Lynch,  also  points  to  Moody's  k 
ership  in  the  growing  European  n 
ket  as  a  source  of  future  gains.  At 
per  share  the  company  trades  at  a  ; 
27  times  earnings.  But  that's  not 
steep  for  a  firm  that  can  grow  in  an  t 
nomic  slump.  — L 


Surf's  Up 


SHARES  OF  AUSTRALIAN  ACTIVEWl 
maker  Quiksilver  have  taken  a  rec 
slide  as  investors  have  anticipated  w 
fall  sales.  But  A.G.  Edwards  ana 
Michael  J.  Kummetz  believes  the  sel 
was  misguided. 

WTiile  Quiksilver  (NYSE:  ZQK)  r 
have  disappointed  with  some  of 
men's  surf  lines,  its  distaff  duds 
more  than  picking  up  the  slack,  w 
bookings  up  55%,  giving  ove 
bookings  a  24%  gain.  The  compai 
fall  items  (like  sweaters)  should  h 
restore  its  sales  among  males.  PI 
Quiksilver  owns  brands  like  Haw) 
named  for  skateboard  icon  T( 
Hawk — that  are  strong  enough 
weather  the  whims  of  a  fickle  yo 
market. 

Net  income  and  sales  have  b' 
grown  at  strong  double-digit  rat^ 
trend  that  Kummetz  expects  will  o 
tinue.  At  $24  the  shares  trade  at 
times  earnings.  — t 


To  check  on  Streewalker's  performance,  visit  our 
Web  site  at  www.forbes.com/streetwalker. 
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ixury  Properties  Now  Available  on  Forbes 

www:Forbes.com/lifestyle/realestate/  ^^MMMBBcom 


i  Organ  Property  $2,400,000 

17,000  square  foot  residence  is  built  around  a  rare,  75-year-old  Wurlitzer  organ, 
h  is  programmed  to  play  300  musical  pieces.  6  bedrooms,  5  bathrooms,  a  guest- 
;e,  gym  and  whirlpool.  It  sits  on  11  acres  of  land  including  543  feet  of  property 
3 180-degree  view  of  Mt.  Rainier  and  the  South  Puget  Sound. 


)  858-7500 


John  L.  Scott  Real  Estate  (941)383-7591 


4055  Shore  Lane,  Boca  Grande,  Florida  $6,250,000 

On  serene  Gulf  of  Mexico  waters,  private  gates  unfold,  revealing  a  spectacular  island 
estate  on  secluded  Boca  Grande.  Over  9,000  square  feet  of  air-conditioned  space,  sound 
and  lighting  systems,  and  interior  and  exterior  waterfalls.  Custom  chestnut  cabinetry  in 
kitchen,  cedar  ceilings,  oak  floors,  and  a  fireplace  made  of  Montana  river  rock 


Michael  Saunders  &  Company 


liaKai  $1,400,000FS 

a  Kai  is  a  new  project  on  Kauai  and  the  best  value  for  oceanfront  property  on  the 
J.  A  breathtaking  300-acre  coastal  preserve  on  the  northeast  shore,  it  consists  of  29 
3state  parcels  ranging  from  5  acres  to  38  acres.  Gate  and  gate-house,  security,  all 
rground  utilities,  additional  water  meter  and  beach  house"  with  amenities  package. 
1 247-8831  Sleeping  Giant  Realty,  Inc. 


Lar  del  Mar,  Gables  Estates  (Miami),  Florida  $12,000,000 

Serenely  situated  on  one  acre  directly  on  Biscayne  Bay,  the  extraordinary  7,700+  square 
foot  residence  combines  European  romance  with  Floridian  magic.  A  formal  grand  salon 
with  soaring  beamed  ceilings,  keystone  fireplace,  a  banquet-size  formal  dining  room  and 
the  master  suite  with  marble  bath  and  walk-in  closet,  offering  spectacular  views  of  the  bay 
(305)  206-4003  Esslinger  Wooten  Maxwell,  Inc.,  Realtors 


tover,  Bernardsville,  New  Jersey  $3,995,000 

ding  over  7+  acres  is  this  exquisite  c.  1938  updated  brick  mansion  overlooking 
omerset  Hills.  The  stately  three-story  home  provides  7  bedrooms,  7  baths  and  2 
laths  including  staff  quarters.  7  fireplaces,  a  gourmet  kitchen,  a  four-car  garage, 
m  designed,  heated  swimming  pool  and  outdoor  entertaining  area. 
766-6500  Itirpin  Real  Estate,  Inc. 


Osterville,  Cape  Cod,  Massachusetts  $4,500,000 

Spacious  estate  on  1 .33+  acres  of  rolling  lawn  with  21 0+  feet  of  private  beach  on  Nantucket 
Sound.  First  floor  features  a  spacious  foyer,  living  room,  dining  room,  a  library  and  family 
room  with  a  fireplace  and  French  doors.  Second  floor  includes  a  family  room,  4  bedrooms 
and  4  baths.  Third  floor  study  has  a  circular  wall  of  window  with  panoramic  view. 
(508)  420-1 1 20  Kinlin  Grover  GMAC  Real  Estate 


y  Plantation  $2,975,000 

iic  Southern  Plantation  on  the  National  &  Virginia  Registry  of  Historic  Places.  Wide  cen- 
I,  living,  dining,  library  and  music  rooms  with  grand  proportions,  9  fireplaces,  superb 

I .  detailing,  and  modern  conveniences.  Tree-lined  drive,  formal  gardens,  reflection  pool, 
,  swimming  pool,  pavilion,  and  19th  c.  plantation  dependencies  on  45  scenic  acres. 
963-6100  RoyWheelerReaKyCo. 


Marshlands  $11,250,000 

In  a  quiet  corner  of  Southampton  lies  this  exceptional  and  unique  waterfront  property.  On 
30-plus  acres  of  sweeping  lawns  and  woodlands  with  over  1600'  of  bay  frontage,  the  three- 
story  main  house  has  two  covered  boat  slips  reminiscent  of  an  Adirondack  lake  house.  A  75' 
timber  dock,  a  copper-lined  room,  two  cottages  and  a  five-car  garage. 
(631)  537-4440  Allan  M.  Schneider  Associates 
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THE  OVERALL  MARKET 


£,  WcUH  pel  lUi  IlldllUv 

as  of  7/13/01 

Da»m«  All  II  C  Ih^IawI 

Barira  AirU.a.  inoox 

-.1  CO/ 

S&P  Bdrra  Growth  Index^ 

S&P  Barra  Value  index^ 

1  n 
-l.U 

Dnw  .Innns  indiKtrijilft 

0.3 

S&P  500 

-0.7 

EAFE' 

-3.1 

Forbes  Internet  Index 

-7.6 

Forbes  40  Index  (total  return) 

-0.6 

■Barra  AII-U.S.  Index  of  10,000  stocks 
■  200-day  moving  average 

Market  value:  $14.2  trillion 


Sources.  Barra  Inc.;  Bloomberg  Finar\cial  Markets. 
'93  94  95  '96  '97 


'98 


5800 
6/29/01 
'99 


■00 


7/13/01 
01 


851 
75D 
65G 
55d 
45C 

35d 
250 


15d 


'The  Barra  AII-U.S.  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  marVets.  AD 
REITs  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  lar 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated,  capitalization-weighted  index  of  foreign  stoc 
Source:  Morgan  Stanley  Capital  International. 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 

THE  U.S.  ECONOMY   ACTUAL  


Automobile  sales^  (mil) 


Capacity  utilization  (%) 
New  housing  starts'  (thou) 


Retail  sales'  ($bil) 


Trade  balance'  ($bil) 


Unemployment  rate'  I 


Gross  domestic  product  (%  chg) 


INFLATION 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbI  W  Texas  Intermediate  ($) 


Currency 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


INTEREST  RATES 


30-year  Treasury  yield  (%) 
3-month  Treasury  yield  (%) 


2000 


LATEST 


17.8 


17.3  •  june 


80.6 


774  p  inay 


1,569       1,564  *pinay 


2,461       2,519*  p  june 


-376 


-386*  p  apr 


4.0 


4.5  june 


5.0 


1.2^  rlQ 


3.9 


4.5*  may 


3.4 


3.6'  may 


223.99  234.10 


272.00  26710 


26.83 


26.58 


2.08 


2.29 


114 


125 


0.94 


0.85 


5.46 


5.62 


5.90 


3.62 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.4 


0.6% 


78.8 


-0.8 


1,587 


1.0 


2,421 


1.3 


-396 


-3.3 


4.7 


1.1 


2.0 


-2.0 


3.7 


2.8 


3.1 


4.4 


21796 


-0.3 


269.88 


-1.6 


25.80 


-0.3 


2.17 


-0.9 


126 


1.2 


0.89 


-1.1 


5.56 


0.5 


3.78 


-3.8 


*I2  months,  r  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward  s  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  ^Excluding  auto  sales,  seasonally  adjusted.  "Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


FEDERAL  FUNDS  WATCH 

Current  rate:  3.75% 
Next  FOMC  meeting:  August  21 


RATE  INCREASE 


RATE  DECREASE 


FORBES  INDEX 


Unlikely    Likely      Unlikely  Likely 

Change  in  estimates  for  automobile  sales 


Cun-ent:  313.8 
2-wk  change 


2001  estimated  auto  sales 
(millions  of  units) 


April 


May 


June 


July 


Over  the  last  three 
months  economists 
uppetd  their  esti- 
mates for  2001  au- 
tomobile sales  2% 
to  16.4  million  units. 


ECONOMY  WATCH 


In  spite  of  slower  economic  growl 
housing  prices  have  remained  stror 
That  may  soon  change.  Over  the  la 
31  years,  according  to  Instinet  dai 
whenever  the  year-over-year  montP 
job  growth  rate  slowed  to  0.5%  or  les 
the  median  sales  price  of  a  house  f 
4.5%  on  average.  In  May  the  job  figu 
stood  near  the  critical  point  at  0.6% 


Closeup:  Nonfarm  payroll  employment 


Seasonally  adjusted: 
year-over-year  percent  change 


6/00  12/00  6/0 

Dafa  as  of  June  30.  Source:  Instinet  Researcti 
wwM.lnstinetBesearchWorks.com  j 

FORECASTING  GLOBAL  MARKE' 


YEAR 


ESTIMATED 
P/E 


EPS  CHANGE 
VERSUS 


EXPECT 
YEAR-TO-^ 


3  MONTHS  AGO  EPSGROU 


2001  23 

-5.8%  -79) 

2002  19 

-5.1  19 

MSCI  World-ex  U.S. 

2001  20 

-6.8  3 

2002  18 

-4.9  16 

IBES  ESTIMATES:  RATIO  OF  INCREASES/OECREAS 

2001  20C 

S&P  500 

0.39  0.3 

MSCI  World-ex  U.S. 

0.57  0.6 

Source:  Thomson  Financial/IBES. 

Forbes 


See  www.forbes.com  for  quotes  on  over  9.000 
securities  and  stock  and  mutual  fund  reports. 
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 The  Contrarian  By  David  Dreman 

Inefficient  Market 


Why  it's  absurd  to 
believe  investors' 

psychology  has 
nothing  to  do  with 

market  prices. 


ferings  have  dropped  80%  to  90%  from  their  highs. 

Professor  Rubinstein  also  argues  that  mutual  hind  man- 
agers perform  as  well  as  the  broad  market,  which  would 
make  sense  if  you  follow  his  beliefs.  But  he  is  measuring  only 
a  very  small  part  of  the  funds  universe  over  time.  He  doesn't 
measure  all  those  that  underperformed  and  so  were  merged 
out  of  existence.  Take  the  220  mutual  funds  in  the  Lipper 
Equity-Income  group  in  March  1988,  for  example.  Of  this 
group  of  value  funds,  only  30  remain  today.  Include  the 

losers  and  fund  performance 
doesn't  match  the  markets. 

That's  not  all.  There's 
strong  evidence  that  profes- 
sional money  managers,  who 
should  be  the  epitome  of  Ru- 
binstein's rational  investors, 
make  a  lot  of  dumb  picks.  I 
did  a  study  of  the  pros'  fa- 
vorite stocks  between  1929 
and  1993  (see  my  book.  Con- 
trarian Investment  Strategies:  The  Next  Generation).  You 
guessed  it.  Their  favorites  underperformed  the  market  two- 
thirds  of  the  time.  And  this  is  without  commission  or  trans- 
action costs.  If  the  professionals  can't  keep  prices  where  they 
rationally  should  be,  who  can? 

Rubinstein  really  has  problems  attempting  to  counter 
the  argument  that  Yale's  Robert  Shiller  has  advanced  for 
many  years:  Stock  price  volatility  is  out  of  all  proportion  to 
any  plausible  volatility  in  fundamentals  like  earnings 
prospects.  Rubinstein  grants  that  investors'  actions  and  re- 
actions can  influence  other  investors.  He  states  that  investors 
can  influence  the  "demand  curves"  of  other  investors  by 
their  actions.  Well,  no  matter  what  terminology  you  choose, 
if  investors  are  influenced  by  other  investors,  that  sounds 
very  much  like  psychology  at  work. 

Rubinstein's  view  claims  that  there  is  no  low-P/E  or 
price-to-book  effect,  other  than  in  small-cap  stocks.  This  ar- 
gument eliminates  one  of  the  chief  nemeses  of  efficient  mar- 
kets. Truth  is  that  the  low  P/E  or  price-to-book  effect  has 
been  shown  to  exist  in  any  size  group.  Again,  his  argument 
conveniently  ignores  research  findings. 

Regarding  the  tiff  between  efficient  market  mavens  and 
behaviorists,  Rubinstein  writes  that  his  side  has  "a  nuclear 
bomb  against  their  puny  sticks."  Sorry,  professor.  Your 
bomb's  a  dud.  The  market's  actions  are  a  mishmash  of  deci- 
sions by  fallible  human  beings.  F 


I  ARK  RUBINSTEIN  AND  FELLOW  ACADEMIC 

^  Hayne  Leland  are  true  believers  in  the  efficient 

^  MH  market  hypothesis — holding  that  stocks  are  al- 
Wm  H  ways  correctly  priced,  given  what's  publicly 

.  W  H  known  about  them,  and  that  any  significant 
pricings  are  illusions.  To  efficient  market  acolytes  there  is 
role  on  Wall  Street  for  herd  psychology,  fad-chasing  of 
ial  offerings  or  panic  selling.  While  this  notion  is  ridicu- 
s  on  its  face,  it  has  enjoyed  a  widespread  following 
)ugh  the  years  and  has  cre- 
1  a  lot  of  mischief 
One  example,  for  which 
'have  Rubinstein  and  Le- 
i  to  thank,  is  portfolio  in- 
ance.  In  this  misbegotten 
tegy  that  only  an  efficient 
-ket  believer  could  love,  in- 
itional  investors  persuaded 
mselves  that  a  fancy  for- 
la  for  lightening  up  during 

-ket  declines  would  put  a  floor  under  their  portfolios, 
at  the  formula  boUed  down  to  was  a  sophisticated  form 
top-loss  selling  in  which  the  institution  would  sell  more 

more  stock  index  futures  as  its  stocks  collapsed.  In  a 
fectiy  rational  market,  like  the  one  the  professors  imag- 

portfolio  insurance  would  work.  In  a  panic,  like  the 
7  market  crash,  it  made  matters  far  worse. 
The  current  market  slide  is  much  more  prolonged  than 
one  14  years  ago.  And  while  portfolio  insurance  has  been 
ed  off  the  stage,  the  efficient  market  philosophy  behind 
is  not.  What  a  shame. 

Rubinstein,  a  Berkeley  professor,  resurrects  his  discred- 

religion  in  the  May-June  issue  of  Financial  Analysts 
mal.  In  the  article  he  tries  to  demolish  the  efficient  mar- 
' '  antithesis:  the  burgeoning  field  of  behavioral  finance, 
i-re  investor  irrationality  has  a  lot  to  do  with  prices. 
Do  you  want  evidence  for  irrationality?  Look  at  the  Nas- 

index,  which  surged  from  1400  in  October  1998  to  5100 
;arly  March  2000  before  fafling  back  to  1650  in  April 
1 .  Rubinstein  would  have  us  believe  that  the  composite 
I  reasonably  priced  all  along. 

The  bursting  of  this  bubble  has  cost  investors  $4.6  tril- 
to  date.  This  is  rational? 

Now  look  at  initial  public  offerings  in  early  2000.  The  av- 
;e  one  doubled  on  its  first  day  of  trading.  This,  despite 
j;-term  studies  showing  that  new  issues  underperform 

market  over  time.  Subse-  |  mm  'CVlt'll^C  I        Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is 

ntly,  many  of  these  hot  of-  I  |a9  iliiii^i^  I  Contrarian  investment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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Yes^  But  By  James  Gr 


Is  IBM  Immune? 


IBM'S  SECOND-QUARTER  RESULTS,  DUE  ANY  DAY,  WILL 
likely  hit  the  Wall  Street  mark:  about  $1.16  a  share,  up 
9%  from  the  year-earlier  period.  This  would  be  a  little 
miracle,  but  nothing  out  of  the  ordinary  for  Louis  V. 
Gerstner,  chairman  and — as  of  June — Knight  of  the 
British  Empire.  Competitors  may  founder.  IBM  sails 
majestically  on. 

In  singling  him  out  for  knighthood.  Queen  Elizabeth  II 
commended  Gerstner's  achievements  in  education  and  e- 
business.  What  she  neglected 
to  mention  were  his  accom- 
plishments in  financial  engi- 
neering, a  field  in  which  the 
chairman  deserves  a  baronetcy. 

At  IBM  earnings  are  related 
to  business  results,  but  they 
are  not  slavishly  bound  to 
them.  Lilce  a  frugal  housewife, 
IBM  can  cook  up  a  good  meal 
even  from  a  seemingly  bare 
larder.  The  methods  employed  were  the  subject  of  an  article 
in  the  May  14  issue  of  FORBES. 

In  2000  a  flat  top  line  was  made  to  yield  5%  growth  in 
earnings  per  share.  By  lowering  the  allowance  for  doubtful 
accounts  (as  a  percentage  of  receivables)  in  a  worldwide  tech 
slump,  getting  its  tax  rate  down  and  changing  pension  re- 
turn assumptions,  IBM  created  $858  million,  or  47  cents  per 
diluted  share,  in  aftertax  profits.  That  was  10.6%  of  the  total. 
Shrinking  the  share  base  also  helped  EPS.  It  is  true,  of  course, 
that  buying  in  shares  can  make  remaining  shareholders  bet- 
ter off  (if  the  shares  are  purchased  cheaply  enough),  but  this 
is  not  the  same  thing  as  internal  growth. 

Long  experience  teaches  us  not  to  underestimate  the  re- 
sourcefulness of  Team  Gerstner.  On  the  other  hand,  we  can 
all  read  the  newspapers.  Companies  not  headed  by  the  new 
knight  have  confessed  to  suffering  order  cancelations,  falling 
profit  margins,  intense  price  competition  and  other  cyclical 
woes.  Is  IBM  uniquely  inoculated  against  them? 

Computer  Sciences  and  France's  Cap  Gemini  have  warned 
of  trouble  in  the  computer  services  business,  IBM's  biggest  di- 
vision. Said  analyst  Nicolas  de  Smet  of  HSBC  Securities  about 
Cap  Gemini,  the  biggest  Europe-based  computer  services 
company:  "It's  not  surprising  that  they  issued  a  profit  warn- 
ing in  the  current  environment.  But  what's  shocking  is  how 
big  it  is." 

EMC  has  cautioned  on  the  data-storage  market,  and  Sun 
Microsystems,  on  servers.  "Demand  in  the  U.S.  is  still  less 
than  we  expected,"  said  Sun  Chief  Financial  Officer  Michael 
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Sir  Lou  Gerstner 
surely  deserves  a 
baronetcy  for  his 
fancy  financial 
footwork. 


Lehman  at  the  end  of  May.  "Demand  in  Europe  has  rea 
tailed  off  more  than  we  thought." 

According  to  First  Call,  profits  of  18  software  compan 
in  the  S&P  500  will  fall  by  an  average  of  4%  in  the  secoi 
quarter  after  falling  by  7%  in  the  first.  When  on  June  26  C 
acle's  Lawrence  Ellison  declared  that  business  was  looki 
up,  an  Oracle  spokeswoman  hastened  to  provide  a  clarific 
tion:  "He  was  really  repeating  what  he  said  last  week,  whi 
was  that  it  feels  like  we  have  hit  the  bottom  and  we  are  coi 

ing  back  up  again.  All  of  th 
with  a  strong  'who-the-he 
knows'  caveat." 

Who  the  hell,  indee 
"What  is  really  amazing,"  f 
hong  Chen,  chief  executive 
the  Web  site  develop 
Broadvision,  told  the  Fina 
cial  Times,  "is  that  our  U 
sales  are  30%  down  on  a  f< 
quarters  ago  at  a  time  wh 
we  have  a  new  product  cycle.  The  bottoming-out  we  h 
hoped  for  is  just  not  happening." 

Semiconductor  prices  have  collapsed.  For  the  thr 
months  ending  in  May  net  sales  at  chipmaker  Micron  Tec 
nology  dropped  by  47%.  The  hosting  business  is  so  vibre 
that  Exodus  Communications,  formerly  the  company 
beat  in  this  field,  has  given  up  98%  of  its  peak  market  ca| 
talization.  As  for  personal  computers,  a  market  IBM  pi 
neered,  Compaq  Computer  has  admitted  to  pervasive  wea 
nesses  in  sales  and  earnings.  Hewlett-Packard  has  canvas^ 
its  employees  for  volunteers  to  accept  a  10%  salary  cut.  "11 
is  a  global  economic  slowdown,  which  may  last  for  qui 
some  time,"  declares  HP  head  Carly  Fiorina. 

IBM,  for  its  part,  could  walk  through  a  cloudburst  a; 
not  get  its  hair  wet.  And  it  is  as  discreet  as  it  is  resource! 
Although  net  income  went  up  last  year,  operating  incon 
in  the  sense  of  earnings  before  interest  and  taxes,  we| 
down.  How  to  present  this  anomaly  without  frightenil 
the  horses?  IBM  chose  extreme  understatement.  Arefil 
matted  income  statement  omitted  the  fine  labeled  "oper; 
ing  income"  in  both  the  lO-K  report  and  the  annual, 
simply  vanished. 

The  question  before  the  house  is  whether  even 
resourceful  a  management  as  IBM's  can  squeeze  bio 
from  the  stone  of  today's  global  economy.  Wall  Stred 
perpetually  adoring  of  IBM.  You  should  be  skeptical 
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financial  Strategy  By  A.  Gary  Shilling 


Doomsday 


MANUFACTURING  IN  THE  U.S.  WILL  CONTINUE 
to  reside  in  the  trash  can.  Inventory  liquidation 
has  only  begun,  despite  production  slashes. 
With  excess  capacity  rising  fast,  capital  equip- 
ment spending  is  far  from  the  bottom.  Exports 
will  keep  falling  as  foreign  purchasing  power  subsides  and 
the  mighty  dollar  continues  to  rise. 

But  don't  worry,  say  the  bulls.  America's  is  a  service 
economy,  with  81%  of  our  workers  in  service  industries,  in- 
cluding government  and 
goods  distribution.  Services 
just  keep  growing,  and  will 
generate  the  income  needed  to 
forestall  consumer  retrench- 
ment and  recession,  the  opti- 
mists insist. 

Really?  The  employment 
component  of  the  National 
Association  of  Purchasing 
Managers  nonmanufacturing 
index  showed  steady  and  positive  job  growth  fi-om  1998 
through  2000,  but  then  collapsed  1 7%  from  November  2000 
to  May.  Nobody  imagined  all  those  headlines  about  service 
companies  like  Walt  Disney  sacking  people  as  theme  park 
attendance  dropped.  Manpower's  recent  survey  found  that 
utilities  and  transportation  companies  have  the  weakest  hir- 
ing intentions  in  four  years.  Help-wanted  ads,  which  are 
mainly  for  service  jobs,  ceased  their  relentless  late- 1990s 
grov^  and  have  nose-dived  in  the  last  year. 

The  unpleasant  truth  is  that  lots  of  services  are  tied  to 
goods.  With  fewer  goods  to  ship,  Airborne  Express  recendy 
announced  layoffs.  WTiolesale  jobs  are  declining  and  retail 
trade  employment  is  flat.  Saks  Holdings  is  axing  employees. 

To  date,  consumers  are  only  mildly  cautious.  They  are 
still  spending  more  than  they  earn.  That  can't  continue,  and 
a  huge  decUne  in  consumption  spending  is  inevitable.  Layoff 
announcements  take  time  to  work  through  companies.  Em- 
ployers like  Procter  &  Gamble  try  voluntary  terminations 
first  before  resorting  to  pink  sUps. 

The  reverse  wealth  effect  is  another  negative  factor.  The 
stock  market's  plunge  lowered  consumer  net  worth  (as  of 
Mar.  31)  by  8%  from  a  year  before. 

In  tech  services,  once  the  hope  for  an  economy  that  sup- 
posedly had  repealed  the  business  cycle,  they  know  all  about 
hard  times.  Just  ask  James  Crowe,  chief  executive  of  Level  3 
Communications,  which  is  up  to  its  neck  in  unused  fiber- 
optic lines.  The  company  reported  a  2000  net  loss 
of  $1.45  billion  on  revenue  of  $1.18  billion;  the 


stock  is  off  from  a  high  of  $130.18  to  a  recent  $4.62.  Crc 
has  plenty  of  company.  Submerged  in  $650  billion  of  di 
telecoms  are  drowning. 

Just  as  weak  manufacturing  drags  down  services,  tr 
bled  service  producers  cancel  equipment  orders.  Lucent ; 
now  Nortel  are  the  most  notorious  examples.  Nortel 
warned  of  a  monstrous  $19.2  billion  second-quarter  I 
and  is  slashing  30,000  jobs,  one-third  of  its  total.  Meanwl 
excess  capacity  and  the  resulting  competition  are  cutt 

long-distance  revenues 


So  you  think  the 
service  economy  is 
recession-proof? 
Tell  it  to  the  folks 

Schwab  canned. 


killing  earnings  at  AT 
WorldCom  and  Sprint.  ? 
the  Baby  Bells  are  little  be 
off.   Verizon  recently 
nounced  layoffs. 

The  softening  econo 
has  curtailed  ad  spending, ; 
media  companies  are  sh 
ding  employees.  The  same 
story  prevails  at  financial  ; 
vice  outfits,  where  the  bear  market's  claws  have  left  d 
gouges.  Employers  are  chopping  payrolls  at  places  rang 
from  Goldman  Sachs  to  Bank  of  America  to  Charles  Sch\ 
(my  firm  is  short  Schwab's  stock)  to  the  Motley  Fool. 

Also  remember  that  most  services  aren't  necessities.  F 
pie  get  ill  regardless  of  the  economic  cycle,  so  hospital  i 
enue  doesn't  fall,  but  they  postpone  most  other  services 
tertainment  fits  that  notion,  so  no  wonder  Disney  is  lay 
off  animators.  Airlines  are  hurting  as  business  curbs  tr; 
and  downgrades  to  save  money.  Swissair  is  reducing  si 
and  others  will  foUow. 

Don't  be  naive  in  looking  for  a  quick  revival.  You  wc 
get  one.  The  economic  downturn  is  self-feeding  and  will 
worse.  Depressed  retail  sales  will  hike  unwanted  invento 
and  lead  to  further  shrinkage  of  capital  spending.  Imp< 
wiU  fall,  giving  foreigners  less  to  spend  on  American  go 
and  services.  Dropping  corporate  revenues  are  pure  poi 
for  an  already  sickly  stock  market,  which  accounts  foi 
much  of  people's  wealth. 

Business  weakness  will  continue  to  eliminate  the  p 
ductivity  growth  that  earlier  offset  labor  cost  hikes  i 
maintained  profit  margins.  So  wage  grovslh  will  stop  as 
ing  unemployment  ends  labor  shortages.  The  service  ec 
omy,  our  supposed  savior,  will  simply  fail  us. 

What  to  do?  My  advice  hasn't  changed  in  the  past  y 
Avoid  stocks  except  for  shorts.  And  buy  long  Treasurys. 


pi'rfcf  C  *■  ^^"^  Shilling  is  president  of  A.  Gary  Shilling  &  Co..  economic  consult 
^^fU^^i^  and  investment  advisers.  Find  past  columns  at  www.forbes.com/shilling 
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1-877-FPCDIRECT 
www.fujitsupc.com 

2.  mo  lac. 

www.wrq.com 

Consumer 
Products/Services 

3.  Dul(e  Energy 

www.duke-energy.com 

Sony 

www.sony.com 

4.  Toyota  Motor  Sales  USA 

1-800-GO-TOYOTA 
www.toyota.com 

Financial  Services 

5.  TIAA-CREF 

www.tiaa-cref.org 

6.  TIF  Ventures  Pte  Ltd 

www.techsingapore.com.sg 

Hotels 

7.  Beverly  Hills  Convention  & 
Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 

8.  The  Taj  Group  of  Hotels 

www.tajhotels.com 

Insurance  &  Financial 
Services 


V.  The  Hertz  Corporation 

www.hertz.com 


Business  Classified 

9.  Bally  Financial  Group,  Inc. 

1-888-539-5006  /Louis 

10.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

11.  Equilio 

1-800-203-8119 
www.equilio.com 

12.  International  Egaming 
Developers  Inc. 

www.egamingdevelopers.com 

13.  The  Loan  Consultants 
Inc. 

1-800-336-3933 

14.  nationwide 

1-800-995-0049  ext  7675 

15.  Prime  Global 

1-888-876-2267 
www.primeglobal.com 

16.  Publishers  Guild 

1-800-675-6144 

^  Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

17.  Wallsttoday.com 

www.wallsttoday.com 

18.  Workplace  Toolbox.com 

www.worl<placetoolbox.com 

19.  Worldwide  Business 
Consultants 

1-800-733-2191 


^  City  of  Reno 

www.cityofreno.com 

^  Reno/Tahoe  International 
Airport 

www.reno-tahoeairport.com 
^  Reno-Sparks  Convention 

&  Visitors  Authority 

www.rscva.com 

^  Reno  Tahoe  Tech  Center 

www.renotahoetechcenter.com 

Harrah's  Entertainment, 

Inc. 

www.harrahs.com 

^  Nevada  Museum  of  Art 

www.nevadaart.org 

^  EDAWN-Economic 
Development  Authority  of 

Western  Nevada 

www.edawn.org 

Eldorado  Hotel  Casino, 
Silver  Legacy  Resort  Casino, 

Circus  Circus  Reno 

www.uptownreno.com 

University  of  Nevada, 
Reno 

www.unr.edu 

^  Truckee  Meadows  Water 

Authority 

www.tmn2o.com 

Sage  Ridge  School 

www.sageridge.org 


^  AFLAC 

1-800-99-AFLAC 
www.aflac.com 
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H  EALTH 


It  may  be  that 
one  in  four 
Americans  has 
a  potentially 
fatal  condition 
known  as 
Syndrome  X. 
Drugmakers 
hope  to  decode 
this  metabolic 
malady— even 
as  some  experts 
say  it  doesn't 
exist  at  all. 


BY  MARY  ELLEN  EGAM 


The  Unknown  Epidemii 


WITH  A  SIZABLE  PAUNCH 
and  a  sedentary  lifestyle, 
Bryan  Cecchi  fits  the 
mold  of  the  typical  mid- 
dle-age American  male. 
Four  years  ago,  at  age  48,  he  weighed 
257  pounds  and  had  high  blood  pres- 
sure and  a  cholesterol  count  of  288 
(below  200  is  considered  safe).  He  also 
had  a  ferocious  thirst  for  sugary  drinks. 
Fearing  diabetes,  Cecchi  had  his  glucose 
level  tested.  When  it  turned  out  to  be 
six  times  higher  than  normal,  his  doc- 
tor diagnosed  adult-onset  diabetes. 

Cecchi  began  taking  shots  of  in- 
sulin twice  a  day,  but  still  his  condition 
worsened.  He  had  to  eat  constantly  to 
keep  from  passing  out,  so  his  physician 
suggested  he  consult  an  endocrinolo- 
gist. Dr.  Silvio  Inzucchi,  director  of  the 
Yale  Diabetes  Center,  examined  Cecchi 
and  quickly  made  a  new  diagnosis.  Yes, 
Cecchi  had  diabetes,  but  he  also  had 
something  far  worse:  Syndrome  X. 
In  many  diabetics  the  pancreas  fails 
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to  produce  enough  insulin,  a  hormone 
that  instructs  the  body's  cells  to  feed 
themselves  by  absorbing  glucose  from 
the  bloodstream — hence  the  need  for 
injections.  In  Syndrome  X,  the  body 
overproduces  insulin  because  the  cells 
refuse  to  listen  to  its  instructions.  This 
insulin  resistance  triggers  a  cascade  of 
damaging  events:  An  overproduction 
of  insulin  raises  blood  pressure,  scars 
the  vessels  and  triggers  the  liver  to  fill 
the  bloodstream  with  fats,  which  in 
turn  clog  up  the  arteries  further. 

Syndrome  X  shares  many  of  the  risk 
factors  present  in  heart  disease:  hyper- 
tension, low  levels  of  "good"  cholesterol 
and  elevated  levels  of  triglycerides 
(blood  fats).  The  outcome  is  the 
same — heart  attack  and  stroke — but, 
because  Syndrome  X  triggers  the  pro- 
duction of  much  more  fat  in  the  blood- 
stream, the  risk  of  heart  attack  can 
jump  threefold  over  the  typical  heart 
disease  patient. 

The  disorder,  first  named  13  years 


ago,  is  little  known  but  increasingly 
agnosed.  Yet  there  is  debate  o 
whether  it's  a  disease  in  its  own  righl 
a  fancy  label  for  symptoms  comm 
to  a  Western  lifestyle.  While  some 
perts  insist  Syndrome  X  is  a  disei 
and  that  a  genetic  flaw  is  the  cause,  o) 
ers  argue  Syndrome  X  is  merely  a  p 
cursor  to  other  ailments,  includ; 
heart  disease  and  adult-onset  diabd 
Nevertheless,  drug  firms  are  in  \ 
pursuit  of  decoding  Syndrome  X's 
crets,  eyeing  a  potential  patient  pool 
an  estimated  70  million  Americd 
who  are  insulin  resistant.  "This  il 
growing  epidemic,"  says  Dr.  Ham 
Cameron,  a  vice  president  at  Asti 
Zeneca. 

Current  treatment  consists  o 
melange  of  drugs  aimed  at  separ; 
symptoms.  In  Cecchi's  case,  he  was 
on  Pfizer's  Lipitor  to  reduce  his  c! 
lesterol  and  Merck's  Prinivil  for 
high  blood  pressure;  he  also  takes 
Lilly's  Actos,  an  insuUn  sensitizer,  a 


SYNDROME  X 


:ol-Myers  Squibb's  Glucophage  to 
rol  blood  sugars.  Cecchi  had  to 
seven  pills  a  day,  at  a  cost  of  $485 
)nth,  most  of  it  covered  by  his  in- 
nce  plan. 

Research  into  Syndrome  X  dates  back 
)65,  when  Stanford  University  en- 
inologist  Gerald  Reaven  was  exam- 
l  the  properties  of  insulin.  Reaven 
)vered  that  in  some  people  cells  ig- 
insulin's  instructions  to  let  sugars 
s  a  result  excess  glucose  languishes 
e  bloodstream,  causing  the  pancreas 
?p  up  insulin  production  even  more 
rce  the  blood  sugar  into  cells, 
.eaven  was  also  first  to  find  a 
ig  correlation  between  insulin  re- 
nce  and  heart  attacks.  The  excess 
in  triggers  the  liver  to  produce  an 
iabundance  of  triglycerides,  which 
up  already-narrow  arteries.  Too 
h  insulin  also  increases  the  risk  of 
d  clots  in  arteries.  It  also  slows  the 
)val  of  fats  in  the  bloodstream.  Al- 
igh  Reaven  was  confident  these 
iding  conditions  were  linked,  he 
dn't  determine  an  underlying  mo- 
ar  cause.  In  1988  he  named  the 
dy  Syndrome  X. 

The  scientific  community  didn't 
i  up  and  applaud,"  says  Reaven. 


"At  the  time,  these  findings  ran  con- 
trary to  what  doctors  knew  to  be  true." 
Still  at  Stanford,  he  now  studies  the 
vascular  biology  that  leads  to  clogging 
of  the  arteries. 

The  medical  community  accepted 
Reaven's  notion  of  insulin  resistance 
but  balked  at  Syndrome  X.  "I  believe 
it's  a  precursor  to  diabetes,"  says  Dr. 
Robert  Sherwin,  president  of  the 
American  Diabetes  Association,  al- 
though he  says  it's  still 
too  early  to  draw  hard 
conclusions. 

The  boundaries  of 
Syndrome  X  are  murky. 
Some  10%  of  patients 
develop  diabetes,  but 
the  rest  don't.  And  you 
don't  have  to  be  fat  or 
have  hypertension  to  get 
Syndrome  X.  One  mys- 
tery yet  to  be  solved  is 
why  people  with  Syn- 
drome X  have  smaller 
particles  of  low  density 
lipids,  the  type  of  cho- 
lesterol most  likely  to 
block  arteries. 

Sleuthing  for  a  Syndrome  X  gene  is 
in  its  very  early  stages,  with  no 
successes  yet.  Like  diabetes,  insulin  re- 
sistance is  more  common  among  non- 
whites.  "Native  Americans,  Mexican- 


Do  YoM  Have  SyndrcmeJ(2 


High  levels  of  low  density  lipids 
("bad"  cholesterol) 
Low  levels  of  high  density  lipids 
("good"  cholesterol) 
High  blood  pressure 
Obesity 


High  insulin  levels 
High  triglycerides  (blood  fats) 
Slow  clearance  of  fat  from  blood 
Frequent  blood  clotting 


Americans  and  African -Americans  are 
at  greater  risk  for  Syndrome  X  than 
Caucasians,"  says  Reaven. 

Current  drug  research  is  focusing 
on  tricking  cells  into  processing  fats 
and  sugars  more  efficiently.  A  team  at 
Bristol-Myers  Squibb  is  looking  at  per- 
oxisome proliferator- activated  recep- 
tor (ppar)  agonists,  small  molecules 
that  stimulate  receptors  involved  in 
pushing  fats  and  sugars  into  cells.  Early 
research  shows  that  different  versions 
of  these  PPAR  agonists — alpha  for  glu- 
cose and  gamma  for  blood  fats — share 
metabolic  pathways. 

"We're  working  on  a 
compound  that  would 
potentially  regulate 
both  glucose  and  lipid 
levels  at  the  same  time," 
says  Richard  Gregg, 
head  of  Bristol-Myers' 
metabolic  study  group. 
He  declines  to  say  how 
far  along  the  effort  is.  At 
rival  AstraZeneca  scien- 
tists are  exploring  the 
same  territory  and  have 
several  PPAR  agonists  in 
early  clinical  trials. 

It  will  be  at  least  five 
years  or  more  before 
Syndrome  X  drugs  make  it  to  market. 
Drug  companies  may  need  that  time 
lag  to  convince  the  rest  of  the  medical 
community  that  Syndrome  X  is  a  bona 
fide  disease.  F 
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Twang  of  Nostalgia 


MUSIC!  The  hot  new  sound  is  bluegrass— good  old  country  music,  rediscovered. 


BY  JOHN  GORHAM 

UNDER  A  BLAZING  NORTH  CAROLINA  SKY,  EARL 
Scruggs'  gnarled  77-year-old  fingers  fly  so  fast 
over  his  banjo  that  youngsters  nod  in  admira- 
tion. Though  Scruggs  was  only  10  when  he 
first  mastered  the  roUing,  three-finger-picking 
syncopated  style  that  became  his  signature  (and  a  defining 
sound  of  bluegrass),  he's  never  had  a  bigger  or  more  appre- 
ciative follo\\ang  than  right  now. 

This  April  Scruggs  was  a  main  attraction  at  MerleFest — an 
acoustic  country  music  festival  hosted  every  year  by  the  storied 
guitarist  Doc  Watson  in  honor  of  his  son  Merle.  Over  four  days 
77,000  fans  hung  on  Scruggs'  every  twang — the  audience  a 
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mix  of  teens  in  tie-dyed  shirts,  young  marrieds  with  todc 
and  paunchy  50-year-olds  sporting  broad-brimmed  hats. 

It's  this  last  group — middle-age  listeners — who  acct 
for  much  of  the  bluegrass  resurgence.  Some  first  heard  cl; 
banjo  picking  when  they  tuned  in  to  the  1960s  TV  sitcom 
Beverly  Hillbillies;  others  heard  it  a  decade  later  on  the  soi 
track  to  the  movie  Deliverance.  While  bluegrass  recordings 
never  accounted  for  more  than  a  small  percentage  of  recoi 
music  sales,  the  popularity  of  the  genre  has  recentiy  spi 
Between  1996  and  1998  the  number  of  households  buyi 
bluegrass  record  jumped  42%,  according  to  Simmons  Ma 
Research.  By  far  the  biggest  hit  has  been  the  soundtrack  tc 
year's  movie  O  Brother,  Where  Art  Thou?  This  at  a  time  \\ 


sales  of  contemporary  country  music  are 
falling. 

The  film,  starring  George  Clooney,  is 
an  adaptation  of  Homer's  Odyssey  to  De- 
pression-era Mississippi.  It  was  only  a 
modest  box  office  success.  But  the  sound- 
track, recorded  on  analog  tape  using  vin- 
tage instruments  and  featuring  bluegrass 
pioneer  Ralph  Stanley  (among  other 
artists),  went  platinum,  selling  more  than  a 
million  copies.  Eventually  it  wafted  up  to 
number  13  on  Billboard  magazine's  Top 
Current  Album  chart,  ahead  of  records  by 
Snoop  Dogg  and  Jennifer  Lopez.  It  also 
held  the  top  spot  on  the  country  chart  for  a 
total  of  1 1  weeks. 

The  revival  has  swept  along  Dolly  Par- 
ton,  who  recently  reinvigorated  her  stalled 
career  by  recording  two  bluegrass  albums 
of  her  own,  one  of  which  won  a  Grammy. 
"People  always  want  to  come  back  to  real 
stuff,"  says  the  55-year-old  singer. 

People  like  Gene  Miller,  56,  an  English 
professor  at  North  Carolina's  Appalachian 
State  University  and  self-professed  former 
hippie,  settling  into  his  lawn  chair  at 
MerlePest.  He  says  he's  listened  to  country 
music  and  classic  rock  over  the  years.  But 
the  songs  on  the  O  Brother  soundtrack 
struck  a  nerve,  bringing  back  memories  of 

Strumming  their  stuff:  Dolly  Parton  sweeps  on- 
stage at  MerleFest,  eclipsing  lesser  talent. 


Hoedowns  Galore 

Bluegrass  concerts  you  haven't  missed: 

•  Winterhawk  Music  Festival,  Aug.  3-5,  Hillsdale,  N.Y. 

•  Edmonton  Folk  Festival,  Aug.  9-12,  Edmonton,  Alberta 

•  Strawberry  Fall  Music  Festival,  Aug.  30-Sept.  3, 
Yosemite,  Calif. 

•  Four  Corners  Folk  Festival,  Aug.  31-Sept.  2,  Pagosa 
Spring,  Colo. 

•  Walnut  Valley  Festival,  Sept.  13-16,  Winfield,  Kans. 

•  Harvest  Fest,  Sept.  28-30,  Fairburn,  Ga. 

See  copy  of  this  story  at  forbes.com/bluegrass  for  links  to  the  festivals. 


folk  songs  his  parents  used  to  sing. 

Bluegrass  traces  its  roots  to  Scottish  and  Irish  immigrants 
who  settled  the  Appalachian  mountain  region  in  the  18th 
century.  They  brought  with  them  folk  melodies  played  on  in- 
struments like  the  fiddle  and  the  mandolin.  After  the  Civil 
War  these  mountain  musicians  added  the  banjo,  popular 
among  the  newly  freed  slaves,  creating  a  uniquely  Southern 
folk  or  "country"  music. 

In  the  1940s  a  Kentucky  mandolin  player  named  Bill 
Monroe  took  this  mountain  music  and  added  elements  of 
blues  and  jazz,  like  improvisational  "break"  sections  and 
gospel  harmonies,  all  usually  played  at  a  fiarious  pace.  He  was 
soon  joined  by  sidemen  Lester  Flatt  on  guitar  and  Scruggs  on 
banjo,  who  added  his  distinctive  picking  style.  The  group, 
which  also  included  fiddle  and  bass,  became  a  hit  on  South- 
ern radio  programs  such  as  Grand  Ole  Opry.  Billed  as  Bill 
Monroe  and  His  Blue  Grass  Boys,  the  music  they  played  sim- 
ply became  known  as  bluegrass. 

Now,  with  the  genre  popular  again,  Parton  isn't  the  only 
artist  benefiting  from  the  buzz.  After  a  long  dry  spell  Earl 
Scruggs  is  due  out  with  an  album  this  month  on  which  he  col- 
laborates with  everyone  from  Don  Henley  to  Elton  John  to 
Sting.  Ralph  Stanley  and  the  other  soundtrack  performers  from 
O  Brother  recently  played  a  sold-out  show  at  Carnegie  Hall. 

New  acts  hke  Nickel  Creek,  whose  debut  album  has  sold 
more  than  100,000  copies,  have  also  found  a  following.  And 
big  bluegrass  festivals  like  MerleFest,  the  Telluride  (Colo.) 
Bluegrass  Festival  and  the  Strawberry  Music  festivals  in 
Yosemite,  CaHf  now  attract  tens  of  thousands  of  fans  (see  box). 

The  sound's  influence  remains  pervasive.  According  to 
Bluegrass  Unlimited  magazine,  Jerry  Garcia,  before  forming 
the  Grateful  Dead,  wanted  to  audition  on  the  banjo  for  Bill 
Monroe's  band  but  lacked  the  nerve.  He  later  formed  his  own 
bluegrass  group.  Old  &  In  the  Way.  Bob  Dylan  is  a  big  fan  of 
Ralph  Stanley  and  performed  on  Stanley's  1998  album,  Clinch 
Mountain  Country.  Listening  to  the  Dead  and  sixties  rock  is 
how  Harry  Trachtenberg,  3 1 ,  a  concertgoer  at  MerleFest,  first 
got  hooked  on  twang.  "You  start  collecting  music  and  figur- 
ing out  who  these  people  played  with.  Then  you  realize  there's 
a  whole  other  world  of  music  out  there."  F 
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BY  SUSAN  AOAMS 

A CHARACTER  IN  ARISTOPHANES'  PLAY  CLOUDS  CALLS 
the  billowy  masses  "the  patron  goddesses  of  the 
layabout."  Maybe  so.  But  200  years  ago  the  young 
British  chemist  Luke  Howard  lay  for  hours  gazing  at  the 
clouds — and  then  found  a  way  to  turn  his  observations  into 
an  elegant  set  of  names  still  in  use  today.  In  a  beautifully 
written  new  book,  The  Invention  of  Clouds  (Farrar,  Straus  & 
Giroux,  $24),  British  historian  Richard  Hamblyn  paints  a 
lyrical  portrait  of  this  shy  Quaker. 

Until  1802,  when  Howard  delivered  his  groundbreaking 
paper,  "On  the  Modification  of  Clouds,"  an  aerial  nomencla- 
ture had  eluded  even  such  keen  observers  of  the  natural 
world  as  Aristode,  Seneca  and  Descartes.  In  the  1 7th  century 
British  scientist  Robert  Hooke  took  a  crack  at  taxonomy,  but 
his  clumsy  cloud  names  ("water'd,"  "lowring,"  "hairy") 
failed  to  fly.  By  the  early  19th  century  no  one  had  yet  har- 
nessed clouds  with  words.  And  it  was  words,  says  Hamblyn, 
that  were  needed  if  the  nascent  science  of  meteorology  was  to 
have  any  narrative  order:  "Weather  writes,  erases  and 
rewrites  itself  upon  the  sky  with  the  endless  fluidity  of  lan- 
guage; and  it  is  with  language  that  we  have  sought  through- 
out history  to  apprehend  it." 

So  when  Howard  announced  his  elegantly  simple 
nomenclature  to  a  group  of  Quaker  science  enthusiasts  one 
December  evening  in  1802,  the  reaction  was  intense.  There 
were,  he  announced,  only  three  basic  cloud  types,  and  he 
gave  each  a  Latin  name  befitting  its  appearance:  cirrus  for 
fiber,  cumulus  for  heap  or  pile  and  stratus  for  layer  or  sheet. 
Other  types,  he  claimed,  were  merely  variations  or  aggregates 
of  these  genera.  The  rain  cloud  nimbus  (Latin  for  cloud),  for 


a  combination  of  them  all.  In  the  audieij 
Howard's  lecture  was  Alexander  Tilloch,  the  publisher  (1 
up-and-coming  popular  science  monthly  Philosophically 
azine.  He  insisted  Howard  expand  his  talk  into  an  arti* 
Once  in  print  Howard's  theory  spread  like  a  mass  oj 
bus  clouds  in  a  tropical  storm.  Even  the  Romantics,  wh^ 
beginning  to  turn  against  the  harsh  formality  of  science, 
braced  it  warmly.  Goethe  went  so  far  as  to  write  a  seri 
rhapsodic  poems  called  "Howards  Ehrengedachtnis" 
Honor  of  Howard").  The  reason,  explains  Hamblyn,  was 
Howard's  system  "sought  to  celebrate  rather  than  to  col 
nature,  and  while  offering  a  physical  account  of  the  fo; 
tion  and  appearance  of  atmospheric  vapor,  he  allc 
nonetheless  for  the  pleasures  of  reverie  and  reverence, 
simple  delight  in  the  passing  of  clouds." 

Howard's  fame  proved  as  fleeting  as  skywriting 
windy  day.  He  eventually  moved  with  his  wife  and  seven 
dren  from  London  to  Yorkshire.  Though  he  devoted  r 
spare  time  to  tracking  atmospheric  pressure  with  a  por 
barometer,  by  age  50  he  had  stopped  v^iting  scientific  p; 
and  instead  occupied  himself  with  obscure  religious  coi 
versies.  By  the  time  he  died  in  1864,  at  91,  the  pubUc 
mosfly  forgotten  him.  He  is  buried  in  an  unmarked  grav 
Quaker  cemetery  on  the  outskirts  of  London. 

Today  meteorologists  use  10  cloud  genera  and  14  d 
ent  species  that  describe  the  shape  and  structure  of  each 
of  cloud.  But  Howard's  basic  terms  persist.  "By  namin 
clouds,"  writes  Hamblyn,  "by  giving  language  and  a  gr 
visibility  to  things  that  had  hitherto  been  nameless  anc 
knowable,  he  completely  transformed  the  relationshi] 
tvveen  the  world  and  its  overarching  sky." 
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On  the  Business  of  Life 


A grisly  painting  by  artist  Jean-Leon  Gerdme  ("Heads  of  the  Rebel  Beys  at  the  Mosque — 
El  Assaneyn")  packs  a  humbling  wallop  for  those  of  us  who  make  our  living  (^prais- 
ing— often  critically — the  performance  of  corporate  heads  and  others.  In  this  picture, 
depicting  a  triumphant  sultan  gloating  over  beheaded  opponents,  Gerdme  gave  each  head  the 
features  of  contemporary  art  commentators  who  disparaged  his  works.  In  drawing  this  striking  blow 
on  behalf  of  lacerated  creative  talent,  painter  Gerdme  achieved  inspired,  lasting  revenge  on  that  oft 
unfair  but  usually  unassailable  coterie,  The  Critics.  — MALCOLM  S.  FORBES  ( 1 978) 


What  the  public  criticizes  in  you, 
cultivate.  It  is  you. 

—JEAN  COCTEAU 


The  avocation  of  assessing  the  failures 
of  better  men  can  be  turned  into 
a  comfortable  livelihood,  provided 
you  back  it  up  with  a  Ph.D. 

—NELSON  ALGREN 


/  never  read  a  book  before  previewing 
it;  it  prejudices  a  man  so. 

—SYDNEY  SMITH 


Critics  search  for  ages  for  the  wrong 
word,  which,  to  give  them  credit, 
they  eventually  find. 

—PETER  USTI 


i 


When  I  read  something  saying  I've  j 
done  anything  as  good  as  Catch-22 
I'm  tempted  to  reply,  "Who  has?" 

—JOSEPH  he: 


A  bad  review  is  even  less  important 
than  whether  it  is  raining  in  Pataga 
—IRIS  MURD 


This  is  not  a  novel  to  be  tossed 
aside  lightly.  It  should  be  thrown 
vinth  great  force. 

—DOROTHY  PARKER 


The  artist  doesn't  have  time  to  listen 
to  the  critics.  The  ones  who  want 
to  be  writers  read  the  reviews, 
the  ones  who  want  to  write 
don't  have  the  time  to  read  reviews. 

—WILLIAM  FAULKNER 


One  gets  tired  of  the  role  critics  are 
supposed  to  have  in  this  culture:  It's  like 
being  the  piano  player  in  a  whorehouse; 
you  don't  have  any  control  over 
the  action  going  on  upstairs. 

—ROBERT  HUGHES 


The  critic  is  like  a  midwife — 
a  tyrannical  midwife.  I 
—STEPHEN  SPEN 


Asking  a  working  vmter  what  he  thinks 
about  critics  is  like  asking  a  lamppost 
what  it  feels  about  dogs. 

—CHRISTOPHER  HAMPTON 


The  critic  is  the  only  independent  source 
of  information.  The  rest  is  advertising. 

—PAULINE  KAEL 


A  critic  is  a  man  who  prefers  the  indo- 
lence of  opinion  to  the  trials  of  action. 

—JOHN  MASON  BROWN 


Critics  complained  that  Porgy  and  Bess 
wasn't  opera,  it  wasn't  a  musical. 
You  give  someone  something  delicious 
to  eat  and  they  complain  because 
they  have  no  name  for  it 

— ROUBEN  MAMOULIAN 


A  Text... 

For  Jesus  himself  testified, 
that  a  prophet  hath  no  honor 
in  his  own  country. 

—JOHN 

Sent  in  by  Tom  Warwick,  Jupiter,  Fla.  V 
your  favorite  text?  The  Forbes  Book  of  C 
tions:  Thoughts  on  the  Business  of  Life  is  gi 
senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabet! 
subject,  are  available  in  a  900-page,  one-' 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Thai 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  si 
and  $1  per  item  for  handling  (add  applicable  sal 
To  order,  please  call  toll-free,  I  -800-876-6555. 
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of  its  Up, 
bes  Down 

sanies  are  better  utilizing  information  — 
ptimizing  profits  —  wnth  Alphabloxs 
Dased  infrastructure  software 

nes  Bohi 

it  margins  have  become  the  latest  victims  of 
d  information  management  in  todays  econ- 
n  selfdefense,  many  companies  are  turning 
ilytic  infrastructure  solutions  for  capturing, 
ing  and  integrating  data  directly  in  line  with 
;ss  processes  across  the  enterprise, 
is  essential  to  unlock  and  combine  informa- 
om  a  variety  of  sources  so  employees  can 
/  identify  and  act  on  the  most  profitable 
tunities."  says  Polly  Sumner,  CEO  of 
5I0X  Corp.  (www.Alphablox.com). 
th  the  only  100  percent  web-based  analyti- 
•astructure  for  enterprise-wide  applications, 
)lox  enables  companies  to  shift  from  a  tradi- 
rearview  business  approach  to  one  that  is 
ive  and  predictive. 

Dhablox  helps  move  data  analysis  to  front- 
nployees  while  at  the  same  time  creating 
able  and  accountable  behavior  across  the 
'ise,  not  just  within  a  narrow  group,"  adds 
ijmner 


www.larstan.net  »  Volume  II,  20011 


Banking  on  Secure 
Online  Transactions 

Financial  institutions  are  increasing  revenues  and 
reducing  customer  management  costs  by  leveraging 
Verisign's  services 

By  Mike  Wiebner 

Experience  has  taught  financial  institutions  the  golden 
r 


5  Power  of  London 

y's  Stockbrokers  LTD.  wanted  to  increase  its 
!t  share  by  leveraging  the  Internet  to  access 
ustomers.  Barclays  chose  Verisign's  PKI  securi- 
Bstructure  to  completely  automate  its  online 
e.  including  credit  and  identity  checks.  Now  the 
any  offers  real-time,  encrypted  Internet  transac- 
and  uses  digital  certificates  and  encryption  to 
is  customers'  concern  about  security. 
jriSign  enabled  us  to  expand  our  business  and 
e  128,000  new  clients  in  one  year  while  offer- 
convenient,  easy-to-use  service, "  says  John 
;rry,  e-commerce  manager,  Barclay's  Stock- 
's LTD. 


.   f    ,  ,  .  ,  coverstory 

.rule  of  customer  management:  deliver  convenience,  I  .  — 

privacy  and  security  to  customers,  or  sit  by  and  watch  the  competition  get  the 
gold.  By  delivering  account  services  to  customers  online,  financial  institutions 
are  increasing  their  reach  while  reducing  their  customer  management  costs. 

Today,  only  a  small  portion  of  banking  transactions  are  conducted  online. 
However,  the  potential  for  new  customers  and  revenue  for  finan- 
cial institutions  is  enormous.  One  of  the  maior  barriers  in 
online  adoption  to  date  has  been  customer  concern  over 
privacy  and  security.  Recently,  several  maior  global  banks 
have  solved  this  problem  by  incorporating  VeriSign  trust  ser- 
vices into  their  customer  account  management  applications. 

Then  and  Now 

Technology  advances  are  finally  catching  up  with  customer 
needs.  Using  digital  certificates,  financial  services  firms  can 
now  allow  customers  to  securely  complete  the  application  and 
transaction  process  for  bank  loans,  exchanging  insurance 
documents,  and  mortgage,  deposit  and  brokerage  ser- 
vices online. 

Traditionally,  customers  opening  a  new  account 
online  have  had  to  complete  an  online  application 
then  print,  sign  and  mail  it.  Days  later,  it  is  received  ; 
and  processed,  and  by  then  the  customer  has  lost 
interest.  This  process  typically  leads  to  upwards  of 
80  percent  customer  drop-off 

Last  year,  however  federal  E-Sign  legislation 
gave  digital  signatures  the  same  legal  status  as 
handwritten  signatures  for  numerous  types  of 
transactions,  helping  banks  to  improve  cus- 
tomer service  by  offering  complete  online 
solutions.  Banks  must  provide  the  highest  lev- 
els of  security  and  privacy  in  online  application 
Continued  on  page  7  > 
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Stratton  Sclavos,  CEO  of  VeriSign. 

(  I  Larstan  Publishing,  Inc  All  rights  reserved. 
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Maybe  it's  time  to  send  statements  to  your  business  customers  online. 


Processing  large,  complex  bills  and  statements  every  month  can  put  a  strain  on  your  customer's  business.  Not  to  mention  your  relatioi 
CiieckFree  i-Series'"4.C  can  simplify  statement  delivery  while  at  the  same  time  helping  your  customer  streamline  ^fjQCkff 
^Uieir  own  Internal  processes.  To  find  out  more,  visit  www.(:heckfree.com/i-solutions/B2B  or  call  1-800-964-4552.  hSohiti 


116     FORBES"  August  6,  2001 


i 


Special  B2B  E-Commerce  Advertising  Section 


cting  in  Self  Defense 

lett-Packards  VirtualVault  is  safeguarding  e-commerce, 
and  systems  from  computer  criminals 


ike  Wiebner 

ecent  survey  of  168  U.S.  companies 
!ported  a  combined  loss  of  $377 
n  dollars  to  computer  crime.*  If  the 
'.  U.S.  economy  is  considered,  com- 
crime  costs  businesses  billions  of 
rs  in  losses  every  year  And  these  are 
he  reported  figures.  The  combina- 
Df  inadequate  protection  and  high- 
s  commerce  means  that  computer 
lals  are  here  to  stay, 
'hile  firev/alls  sometimes  offer  ade- 
(  protection,  they  also  tend  to  be 
labie  of  handling  sophisticated 
<s,  or  doing  much  of  anything  once 
ker's  "gotten  inside."  Web  platforms, 
:ially  when  first  "out  of  the  box,"  are 
mely  vulnerable;  security  problems 
Dmmonly  introduced  during  applica- 
development:  and,  unfortunately, 
ms  administration  "best  practices" 
■equently  overlooked,  ignored  or 
oosely  followed. 

in  all,  it's  no  longer  about  keeping 
ie  out.  It's  about  who  to  let  in. 


Guarding  the  Goods 

This  situation  is  far  from  hopeless.  HP's 
VirtualVault  has  become  the  leading  Web 
security  solution  for  financial  institutions 
—  protecting  over  130  online  banks  and 
securing  over  S7  trillion  in  assets  without 
ever  being  penetrated.  Moreover,  HP's 
VirtualVault  has  proven  its  worth  any- 
where web  applications  involve  back-end 
resources.  In  one  week,  HP's  VirtualVault 
protected  one  financial  institution  from 
300,000  hacker  attacks. 

VirtualVault  is  a  trusted  web-server 
platform  that  protects  mission-critical 
Internet  applications  by  reducing  the 
paths  available  to  attackers.  VirtualVault 
includes  a  trusted  operating  system,  a 
web  server  (e.g.,  Netscape  NES,  Apache) 
and  a  compartmentalized  runtime  envi- 
ronment that  protects  the  operating  sys- 
tem, web  server  web  pages,  and  front- 
end  application  code  that  runs  on  the 
web-server  platform.  VirtualVault  also 
monitors  and  reports  all  attempts  made 
to  alter  either  system  or  application  files. 

With  VirtualVault  the  operating  system 
provides  only  those  services  required  by 


a  specific  application,  each  process  is 
granted  only  the  minimum  set  of  privi- 
leges and  the  access  is  only  available  dur- 
ing the  brief  time  that  they  are  actually 
needed.  Similar  restrictions  cover  access 
to  interprocess  communications,  web 
pages,  system  files,  and  application  code. 

Secure  Results 

With  VirtualVault,  businesses  can  securely 
provide  remote  users  access  to  new  e- 
commerce  services.  And,  unlike  a  fire- 
wall, attackers  are  prevented  from  ever 
reaching  applications  and  databases 
behind  the  web  server  VirtualVault  pro- 
tects the  e-service  itself,  user  data  and 
transactions,  back-end  computer 
resources  and  other  intranet  systems. 
And  since  VirtualVault  has  never  been 
penetrated,  businesses  can  get  back  to 
running  their  business;  knowing  that  their 
electronic  assets  and  their  customer's 
information  are  secure.  << 

*To  obtain  a  copy  of  HP's  security 
demo  CD  featuring  VirtualVault 
and  Webenforcer,  or  to  find  out 
more  about  HP's  security  products, 
or  to  obtain  the  "2001  Computer 
Crime  and  Security  Survey,"  visit 
www.solutionsfromhp.com/secu- 
rity  or  call  877-686-9637. 


efending  Your  Net 

ett-Packard's  Webenforcer  protects 
servers  from  hacking  8  intentional  attacks 


i\  Golden 

mmerce  firms  count  on  secure  web 
vers.  Unfortunately,  web  servers 
ilnerable  to  attack  because  of  limita- 
n  traditional  operating  systems  and 
ation-based  security  weaknesses, 
anges  from  the  loss  of  sensitive 
jnauthorized  access  and  malicious 
It  changes  to  denial  of  service 
Companies  must  alleviate  these 
vhile  still  allowing  proper  access. 
;erver  security  administration  has 
le  a  complex  and  costly  task. 

id  Zero 

ervers  are  typically  the  first  point  of 
;  Firewalls  provide  a  first  level  of  pro- 
1,  but  they  were  not  designed  to  host 
Jtions.  or  to  protect  against  attacks 
ploit  web  traffic.  Vulnerability  scan- 
<  some  of  these  problems,  but  these 

irstan.net 


tools  are  not  specifically  designed  to 
address  the  needs  of  web  servers.  Like 
most  operating  systems,  "out-of-box" 
Windows  NT  2000,  and  IIS  installations 
suffer  from  hundreds  of  known  security 
vulnerabilities.  Firms  must  address  these 
vulnerabilities,  as  well  as  address  new  vul- 
nerabilities that  are  continually  uncovered. 
Many  companies  are  meeting  these  chal- 
lenges with  HP's  Webenforcer  software. 

Protecting  Web  Servers 

Webenforcer  monitors  userdefined  secu- 
rity configurations  and  detects  any  unau- 
thorized changes  or  attacks.  Since  new 
vulnerabilities  are  discovered  daily,  new 
rules  are  needed  to  protect  against  new 
weaknesses.  HP's  Security  Update  sub- 
scription service  includes  rules  that  update 
existing  security  profiles.  By  removing 
existing  vulnerabilities,  Webenforcer's  lay- 
ered security  model  fortifies  web  servers. 


as  well  as  continuously  monitors  and 
enforces  new  security  settings. 

Securing  Web  Servers 

Webenforcer  is  the  first  integrated  security 
solution  for  the  Windows  NT  and 
Windows  2000  Web  Server  Environment, 
including  the  Windows  NT  Server 
Windows  2000  Server  IIS  Web  Server 
Transaction  Server  Index  Server  Internet 
Explorer  and  Data  Access  Components. 

HP  Webenforcer  provides  intrusion/ 
attack  prevention  and  a  strong  ROI.  HP 
Security  Updates  protect  against  new 
threats.  HP's  Webenforcer  software  pro- 
vides essential  security  to  quickly 
enable  web  servers  for  e-commerce 
solutions. 

*To  obtain  a  copy  of  HP's  security 
demo  CD  featuring  VirtualVault 
and  Webenforcer,  or  to  find  out 
more  about  HP's  security  products, 
or  to  obtain  the  "2001  Computer 
Crime  and  Security  Survey,"  visit 
www.solutionsfromhp.com/secu- 
rity  or  call  877-686-9637 
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Middleware  Cures 
Growing  Pains 

HP  Bluestones  scalable  middleware  solution  helps  Altura 
to  manage  skyrocketing  customer  demand  for  its  catalog 
shopping  portal  services 

By  Mary  Anne  Besche 


Sometimes  a  company  becomes  the 
victim  of  its  own  success.  That  situa- 
tion faced  Altura  as  more  merchants 
signed  onto  the  Webs  first  catalog 
shopping  portal;  Catalogcity.com. 
Founded  in  1997,  the  company's  virtual 
shopping  mall  approach  allowed  it  to 
bring  more  shoppers  to  a  merchants 
products  than  any  one  merchant  could 
generate  flying  solo. 

In  less  than  two  years,  the  number  of 
participating  merchants  skyrocketed  to 
more  than  17,000.  Shoppers  could  pur- 
chase online  from  hundreds  of  thousands 
of  catalog  products  or  request  these  cat- 
alogs. At  the  same  time,  Altura  began 
developing  customized  shopping  malls 
for  such  popular  Internet  portals  as 
Yahoo!,  Lycos.  NBCi,  AOL,  Excite,  and  oth- 
ers. With  content  syndicated  to  a  custom- 
built  shopping  mall,  Internet  portal  own- 
ers could  provide  their  subscribers  with 
easy  access  to  a  wide  selection  of  direct 
mail  merchants  and  their  products. 

The  existing  architecture,  however, 
was  already  feeling  the  strains. 

Calling  All  Architects 

Altura  officials  knew  they  needed  a  scal- 
able architecture  with  greater  availability, 
reliability,  and  performance.  After  consid- 
ering six  different  application  server  solu- 
tions, they  found  the  one  that  would 
meet  all  their  needs:  the  HP  Bluestone 
Total-e-Server,  the  application  server 
foundation  of  its  HP  Internet  Operating 
Environment. 

"In  the  performance  tests,  we  set  up  a 
single  system  to  mimic  between  20  and 
300  users  to  see  how  our  Application 
Server  candidates  would  scale."  says 
Vince  Hunt,  Altura's  Executive  Vice 
President  of  Engineering.  "We  had  sever- 
al hundred  simultaneous  users  hitting  HP 

To  learn  more  about  how  HP  Bluestone 
software  can  help  grow  your  business, 
visit  www.soiutionsfromhp.com/blue- 
stone  or  call  l-b88-6luestone. 
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We  even 
unplugged  one  of 
the  HP  Bluestone 
servers  and 
lost  nothing. 

—Vince  Hunt, 
Altura's  Executive  VP  of  Engineering 

Bluestone's  Total-e-Server  without  a  signif- 
icant performance  impact.  We  even 
unplugged  one  of  the  HP  Bluestone 
servers  and  lost  nothing.  The  user  ses- 
sions continued,  and  the  whole  thing  con- 
tinued to  work." 

In  fact,  the  scalability  of  Total-e-Server 
has  enabled  Altura  to  reduce  its  use  of 
web  servers  from  nearly  120  to  fewer 
than  30.  The  company  still  runs  Windows 

In  a  Nutshell 

The  development  environment  that 
Altura  initially  used  to  build  and  syndicate 
its  customized  online  shopping  malls 
proved  difficult  to  scale  when  traffic  to 
the  sites  suddenly  began  to  increase. 
CatalogCity  needed  a  new  production 
environment  that  would  enable  it  to  scale 
as  quickly  and  efficiently  as  its  customers 
and  business  demanded. 

Solution 

Altura  rewrote  its  multivendor  shopping 
cart  and  other  core  business  technolo- 
gies in  Java  and  built  a  new  production 
architecture  around  HP  Bluestone  Total-e- 
Server  Now.  when  a  visitor  comes  to 
CatalogCity.  com  or  one  of  Altura's  cus- 
tom-built shopping  malls,  the  content  and 
applications  presented  on  the  Web  page 
are  delivered  through  the  use  of  Total-e- 


NT  Server,  SQL  Server,  and  Akamai, 
has  rewritten  the  core  site  functioi 
including  its  multivendor.  multi-curr 
and  multi-language  shopping  ca 
Java.  "HP  Bluestone  provides  tre 
dous  improvements  in  scalability,  rel 
ty.  and  performance,  which  in 
improves  order  conversion  rate," 
Hunt.  "We  can  support  a  lot  more  l 
more  sessions,  and  more  connec 
per  server " 

Maintenance  has  also  benefited 
the  switch.  Code  can  be  mainti 
more  efficiently  and  a  server  ca 
pulled  without  bringing  down  the  v 
site.  "If  we  wanted  to  add  a  feature 
old  architecture  we  would  have  to 
down  the  site,  deploy  the  new  feati 
the  servers,  test  it,  and  then  bring  th 
back  up,"  explains  Hunt.  "Wit^ 
Bluestone,  we  do  all  that  on  th 
When  a  new  feature  is  ready,  W6 
make  it  available  across  all  sho| 
malls  within  minutes,  without  takinc 
thing  offline." 

The  administrators  at  Altura 
appreciate  HP  Bluestone  Applic 
Manager  (BAM),  the  management 
sole  in  Total-e-Server  that  enables 
to  manage  all  of  their  servers  fron 
one  console.  "  We  had  nothing  like  t 
the  old  architecture,"  says  Hunt.  "No 
have  one  view  into  our  whole  en* 
ment.  It  doesn't  matter  if  we  have 
server  or  30,  BAM  tells  us  what's  goii 
and  enables  us  to  manage  the  p 
mance  of  each  server.  We  used  to 
120  separate  management  cons 
Now  we  have  one."  << 


Server  Total-e-Server  manages  the 
actions  between  the  web  interna 
CatalogCity's  Microsoft  SQL  Servefl 
base  ^rm,  as  well  as  their  Akam 
image  servers  and  high-speed 
cache. 

Results  I 

With  Total-e-Server.  individual  se 
can  handle  hundreds  of  user  ses 
instead  of  the  20  allowed  by  the  old 
tecture.  This  has  enabled  Altura  to  n 
its  web  server  farm  from  in  excess  c 
servers  to  fewer  than  30.  Total-e-Sef 
also  providing  Altura  with  custom* 
ing  high  availability,  fault  tolerance, 
single  management  console  from  > 
they  can  manage  all  their  servers, 
improvement  from  the  120  indft 
consoles  they  had  to  use  in  the  pas! 

www.larst 
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Commerce: 
fferentiate  or  Die 

uestone  provides  leading-edge  Internet  operating  environment  for 
)anies  looking  to  differentiate  their  e-commerce  solutions 

>il  W.  Miles,  Solution  Manager,  Hewlett-Paci<ard  Software  Marketing 


hen  it  comes  to  e-com- 
merce, differentiation  is 
I  to  business  success, 
ler  or  not  someone 
s  their  own  application 
'S  it,  they  need  to  apply 
jrcent  of  their  resources 
business  logic  that  dif- 
ates  their  business  in  an 
Tiore  cluttered  e-com- 
;  environment.  Their 
;ss  logic  is  the  unique 
n  of  their  e-commerce 
are  stack. 

e  Internet  is  about  new 
jes,  new  services  and 
s  being  available.  But 
ittlefield  for  the  second  generation 
ommerce  will  be  about  differentia- 
eing  unique,  being  special  and  pro- 
more  value.  Whether  building  or 
ying  an  e-commerce  solution,  the 
are  architecture  needs  to  encourage 
ntiation  by  incorporating  new  fea- 
services  and  options. 


ing  the  Ladder 

unately,  differentiation  is  an  ever- 
ing  environment.  Your  competitors 
opied  what  differentiated  your  firm 
uarter  You  need  something  new, 
-The  ladder  is  in  the  quicksand,  so 
ak.  You  have  to  climb  to  the  next 
'■r-  or  sink  fast. 

J  need  to  apply  the  same  type  of 
ig  for  differentiation  that  you  apply 
iketing,  new  product  development 
'usiness  planning.  Differentiation 
!5me  from  a  better  view  of  the  cus- 
i  needs.  It  may  be  a  competitor's 
ep.  It  may  be  a  change  in  the  struc- 
your  industry. 

:)ig  for  an  Edge 

itiation  at  this  pace  is  only  possible 
!iave  control  over  the  business  side 
ir  e-commerce  applications  and 
:ture.  You  need  to  either  build  it 
If  or  have  someone  else  build  it  to 
lecs.  Your  business  logic  is  your  life, 
business  logic  that  you  embed  in 

'Stan  net 


e-commerce  application  architecture 


your  applications  tells  your  partners  and 
customers  what  you  do,  how  you  do  it 
and  why  they  should  work  with  you. 
Creating  and  maintaining  differentiation  in 
that  business  logic  provides  the  maxi- 
mum value  to  your  business. 

Companies  looking  for  that  type  of 
edge,  the  ability  to  quickly  implement  dif- 
ferentiated applications,  need  middle- 
ware such  as  the  HP  Internet  Operating 
Environment.  HP's  lOE  provides  the  struc- 
ture, reliability  and  security  they  need  to 
deliver  e-commerce  applications  that 
support  high-velocity  iteration  and  con- 
stant differentiation. 

Your  Business  Logic 

Within  an  e-commerce  software  stack 
there  are  three  different  levels  of  soft- 
ware. The  business  logic  communicates 
your  value,  business  processes,  and  e- 
commerce  identity.  The  layers  below  are 
critical  for  operations.  (See  chart  above.) 
They  are  the  Internet  operating  environ- 
ment and  the  base  OS  network-device 
support  level. 

The  confidence  you  want  your  cus- 
tomers to  have  in  your  solution  requires 
24x7x365  availability,  high  levels  of  secu- 
rity and  rock-solid  management.  Think  of 
the  Internet  operating  environment  as  the 
foundation,  a  utility  model  of  sorts.  As 
with  a  utility,  you  want  absolutely  rock- 
solid    continuous    power    at  that 


outlet... outside  California,  at  least.  Your 
solution  must  be  consistent,  high  perfor- 
mance and  reliable. 

The  Right  Environment 

If  you're  looking  for  an  edge,  you  want  to 
use  a  techtiology  leaden  where  you 
won't  lose  information  or  transactions, 
and  will  maximize  customer  satisfaction. 

HP's  Internet  Operating  Environment 
gives  all  this  and  more  by  allowing  you  to 
achieve  greater  differentiation 
more  frequently  —  forcing 
competitors  to  react  to  you.  This 
application  delivery  architecture 
allows  you  to  respond  to  peak 
demand,  upgrade  applications 
between  user  clicks  and  lever- 
age existing  systems/data  into 
your  internet  solutions.  HP's  lOE 
lets  you  achieve  this  without  lim- 
its: 

>  No  limits  to  the  number  of 
customers  or  systems  you  can 
scale  to; 

>  No  limits  to  maximizing  effi- 
ciency for  your  application  on 
every  machine; 

>  No  limits  on  management  effectiveness 
in  running  always-on  web  infrastructure. 

HP's  Internet  Operating  Environment 
helps  the  differentiation  process  by 
enabling  you  to  support  new  Internet- 
enabled  devices,  (i.e.  wireless  8  XML) 
before  anyone  else,  develop  in  a  100- 
percent  pure  Java  environment  while 
maintaining  maximum  future  platform 
flexibility. 

HP's  lOE  provides  a  structure  where 
you  can  continuously  differentiate  e-com- 
merce applications  and,  as  a  result,  differ- 
entiate your  business.  It  allows  you  to 
spend  the  maximum  amount  of  energy 
on  the  business  logic  that  provides  the 
maximum  business  value. 

HP  Bluestone  provides  the  differentia- 
tion and  the  assured  customer  experi- 
ence needed  to  allow  customers  to  have 
absolute  faith  in  your  ability  to  deliver  HP 
Bluestone  opens  up  future  choices,  pro- 
tects your  investment  and  maximizes 
efficiency. 

Anything  else,  you'll  have  to  provide 
because  in  e-commerce,  it's  differentiate 
or  die.  << 

To  learn  more  about  how  HP  Bluestone 
software  can  help  grow  your  business, 
visit  wv/w.solutionsf romhp.  com/blue- 
stone  or  call  1-888-6luestone. 
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use  all  your  energy  creat 
your  unique  solutioj^ 


with  hp  you  can  focus  oil  your 
efforts  on  that  special  value  your 
firm  brings  to  the  market 


To  learn  more  about  how  HP  Bluestone  software 
con  help  grow  your  business,  visit 
www.solutionsfromhp.com/bluestone 
or  call  1-888-Bluestone 


hp's  internet  operating 
environment 

With  hp's  middleware  solution  you  can  spend  all  youl 
time  creating  the  business  logic  you  need  to  build  o 
winning  e-commerce  application.  Let  HP  provide 
everything  else  you  need  to  deliver  a  rock-solid 
e-commerce  environment  that  highlights  your 
company's  strengths  and  ensures  a  great  customer 
experience.  HP's  internet  operating  environment  take 
away  any  stress  about  scalability,  security,  reliability, 
delivering  or  managing  a  fault-tolerant  infrastructure, 
Concentrate  all  your  energy  on  that  unique  value  yi 
firm  brings  to  the  marketplace. 


n  V  e  n  t 
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Business  Developers 
ital,  www.3bdigital.com 
j.3081,  bizdev@3bdigital.com 

ital  is  a  leading 

,.  3^^M 

,  custom  appli-  ^^^^T^^^ 
development, 

it  management  software,  systems  inte- 
)  and  hosting  services  to  companies  in 
ited  States  and  Europe. 


Middleware/Security 
Hewlett-Packard  is  a  leading 
provider  of  computing  soft- 
ware, hardware  and  services. 
To  obtain  information  about 
HP's  Internet  Operating 
Environment,  visit 

v\AVw.solutionsfromhp.com/bluestone 

For  information  about  HP's  security  software, 

wvw.solutionsfromhp.com/security 


invent 


Internet  Trust  Services 
®      Verisign,  Inc.,  v/ww.verisign.com 
650.961.7500,  info@verisign.com 

Verisign,  Inc.,  is  the  the  ^ 
leading  provider  of         >^JLy\  rrn' 
Internet  trust  services.       w  lOlgH 
Verisign  supports  businesses  and  consumers 
from  the  moment  they  establish  an  Internet 
presence  through  the  full  lifecycle  of  e-com- 
merce  activities. 


nfrastructure 

>lox  Corp.,  www.alphablox.com 
J6.1700,  info@alphablox.com 
>loxpro-      n)_,      ,     ,       ,  , 
nfrastruc  alphablOX" 
iftware 

ilutions  that  help  companies  optimize 
bility  by  integrating  analytics  in  line  with 
ss  processes  across  the  enterprise  — 
and  outside  the  corporate  firewall. 


Digital  Infrastructure 
Nextdoor  Networks  Inc., 
www.nextdoornetworks.com 
877.560.7506,  info@nextdoor.com 
Provides  technology 
infrastructure  for 
quickly  building  inter- 
linked, feature-rich  marketplaces.  Features 
include:  dynamic  pricing,  demand  manage 
ment,  couponing  and  optimization. 


ffiimftdoor 

/V'-r'V  networks  inc. 


826  Marketplaces 
VerticalNet,  v/ww.  verticalnet.com 
215.328.6100,  info@verticalnet.com 

VerticalNet  builds  and  manages 
dynamic,  industry-focused  com- 
munities that  provide  the  most 
innovative  online  information  VsrtiCQiNst' 
resources,  communication  vehi- 
cles, and  e-commerce  channels  for  industrial, 
professional  and  technology-based  companies. 


nt  Management 
orp.,  www.day.com 
14.2557,  us.info@day.com 

lunique  is 
;ution  for 
ited  enter- 
/eb  strategies  —  based 
rtual  repositor  —  ContentBus  '  —  to 
land  manage  content,  commerce  and 
p  ration. 


Day 


Press  Release  Services 
Press-Release-Writing.com,  vmvw.press- 
release-writing.com.  877.362.7924, 
info@press-release-writing.com 

Distribute  your  company's 
press  releases  quickly  and 
affordably.  Reach  more  than  ' 
35,000  media  outlets  and  I  million  end  users. 
Professional  writing  services  available.  10%  off 
1  st  press  release  by  mentioning  this  ad. 


PRW 


webMethods 


Business  Process  Automation 
WebMethods,  www.webmethods.com 
703.460  2500,  info@webmethods.com 
webMethods  pro- 
vides integration 
software  solutions  for  business  process 
automation.  The  company  enables  customers 
to  achieve  quantifiable  R.O.I,  by  providing  a 
foundation  on  which  to  build  a  seamlessly 
integrated  business  network. 


riSign:  Banking  on  Secure  Online  Transactions  (cont.  from  page  1) 


ssing  for  customers, 
ustomers  have  to  feel  confident  that 
)rivate  financial  data  and  all  transac- 
they  initiate  are  protected  with  the 
level  of  security  and  privacy  as  paper- 

and  face-to-face  transactions,"  says 

n  Sclavos,  CEO  of  VeriSign. 

olution 

a  managed  PKI  solution  from 
)n,  financial  institutions  can  enable 
3  of  digital  certificates  and  signatures 
their  banking  applications  and  cus- 
i  management  portals.  This  method 
ces  the  customer  experience  and 
es  much  stronger  security  and  pri- 
with  lower  maintenance  require- 
I  than  passwords  and  PIN  codes, 
lancial  institutions  are  able  to  control 
jital  certificate  registration  and  poli- 
/hile  VeriSign  provides  the  technol- 
ifrastructure  and  services  for  man- 
certificates. 

ditional  features  of  the  VeriSign 

3rstan.net 


solution  that  have  proven  popular  with 
banks  include  binding  service  level 
agreements  for  trust  services,  a  disaster 
recovery  infrastructure,  high-security 
facilities  with  screened  personnel,  and 
24x7  customer  support. 

The  resulting  online  application  and 
approval  process  reduces  turnaround 
time  to  minutes  instead  of  days  or  even 
weeks,  helping  the  bank  provide 
improved  customer  service  and  acquire 
new  customers  while  reducing  costs. 

In  a  typical  VeriSign  solution,  an  online 
customer  logs  on  to  the  bank's  Web  site 
and  selects  a  product.  A  screen  appears 
with  the  customer's  name,  address,  and 
other  pertinent  information  pre-filled  on 
the  application,  along  with  prompts  for 
additional  relevant  information.  After 
completing  the  form,  the  customer  can 
digitally  sign  and  submit  the  application. 

Better  Service 

Customers  quickly  see  the  benefits  of  con- 


ducting transactions  at  their  convenience, 
24  hours  a  day,  seven  days  a  week,  from 
work  or  from  home.  No  waiting  in  line,  no 
stamps,  no  irritating  'easy  listening"  while 
waiting  for  their  call  to  be  taken. 

At  the  same  time,  financial  institutions 
get  a  permanent  record  of  every  online 
transaction,  authentication  indicating 
who  requested  the  transaction,  and 
integrity  of  the  transaction  providing 
assurances  against  tampering. 

An  authentication  capability  helps  pro- 
tect both  the  institution  and  its  customers 
against  internal  and  externa!  fraud.  For 
every  user  and  every  transaction,  the 
VeriSign  PKI  integrates  with  existing  appli- 
cations and  systems  to  provide  secure 
and  completely  automated  services, 
including  credit  and  identity  checks. 

"Financial  institutions  can  leverage  the 
VeriSign  certificate-processing  infrastruc- 
ture to  implement  a  PKI  solution  in  a  mat- 
ter of  days  —  with  the  confidence  that 
the  platform  is  proven  and  that  the  opera- 
tions are  audited  annually  by  a  third 
party, "  says  CEO  Sclavos.  << 
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meet 
proj  ection 


Cut  out  the  uncertainty  and  you  cut  right  to  the  profit.  Alphablox  is  the  first  web-based  software  solutid 
integrates  analytics  into  all  aspects  of  your  business.  So  the  front  lines  of  your  business  get  the  up-to-the-rr 
information  they  need  to  optimize  profits  in  real  time.  While  also  giving  financial  analysts  the  reassu 
that  your  future  is  under  tight  control.  For  a  real-time  look  at  what  Alphablox  can  do  for  your  profitabilit 
888.256.9669  or  visit  www.alphablox.com. 


CUT  RIGHT  TO  THE  PROFIT,  [ft  SlphablOX 
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QANTAS 

 AND  

FUJITSU 
BUSINESS 
CONSULTING 


D  I  CAN  MAKE  ANYTHING  FLY. 


Fufrrsu 

THE    POSSIBILITIES    ARE  INFINITE 

www.fujitsu.com 


the  recent  demist  of  a  f^'weak^  broai^bandHCflp^panies  has  left  many  analysts  writing  postmortems  for  ai 
tlrat  ttie  smarter  broadband' playefs  r  liKe  yviUiarns  Communications  -  have  networks  that  are  fully  lit  and  | 
unlike  oij^rjl^twjl^ks.0\at  a|e  |^t^ed  with  miles  and  miles  of  dark  fiber,  Williams  Communications  has  a  verj 
capabilities^Jlfll  l.^e.GQ.liiw^G  or  irisit  us  at  williamscommunications.com.  ,  { 
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ATTENTION: 

THE  FUTURE  OF 
BROADBAND  IS  ACTUALLY 
QUITE  BRIGHT- AND  WE 
HAVE  THE  FULLY  LIT 
NETWORK  TO  PROVE  IT. 


1  y.  But  What  these  so-cailled  experts  fail  to  realize  fs 
iig-the  neeUs  of  the  nation's  largest  c-ompames... 
;  jndeed.To  find  out  more  about  our  unique  broadbafea 

WE  HAVE.  WE  CAN.  WE  WILL. 


NOW  YOU  CAN  TAKE  CARE  OF  THE  THREE  S's 

RIGHT  AT  THE  AIRPORT 
Y'KNOW,  SHOWER.  SHAVE.  AND  SHOESHINE. 


Virgin  Touch  Salon  with  a  complimentary  massage,  manicure,  or  haircut.  Lose  yourself  in  i 
of  our  private  music  rooms.  Or,  better  yet,  find  yourself  curled  uo  with  3  book  froiTi  our  libi^: 
When  you're  ready  to  get  down  to  business,  there's  our  state-of-the-art  business  faci!; 


with  computer  stations  and  internet  access.  Passengers  arriving  at  Heathrow  can  retreai 


Revivals  Lounge  for  a  shower,  a  bite  to  eat.  or  just  to  put  their  feet  up.  And.  as  for  tl 


Business  Class  to  London 

1-800-862-8B21 
virgin.com 


Virgin  otlonticfjl^ 


raised  to 


Beyond  today'&wnergy  headlines  lies 


wer  of  El  Paso 


)  a  new  era  of  questionj 


s  for  an 


econonny  increasingly  in  need  of  power.  Questions  about  natural 
gas  supplies,  about  the  need  for  critical  delivery  infrastructure, 
about  turbulence  in  the  marketplace.  At  El  Paso  Corporation, 
we're  committed  to  finding  answers  to  those  questions.  And  we're 
uely  qualified  to  deliver  on  that  commitment.  No  other  company 
the  depth  and  breadth  of  El  Paso's  enterprise  base, 
e  critical  natural  gas  reserves  we're  developing  to  the  gas 
sportation  system  we're  expanding.  From  our  extensive  power 
eneration  portfolio  to  our  new  liquefied  natural  gas  business. 

so  Corporation  is  committed.  Committed  to  finding  durable 
nswers  to  vital  questions.  .        ^  .  .  .     .  .  . 


Commitment.  Raised  to  the  power  of  El  Paso. 


I  Paso.  •" 
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SIDE  LINES 


Two  Cheers  for  Drug  Companies  Any  politic 

who  wants  to  denounce  the  pharmaceutical  industry  a 
bunch  of  gouging  monopolists  has  plenty  of  material  to  w< 


(Canstani  2001  dollars  SritT 


inn  B«.»^u 


with.  As  the  chart 
shows,  prescription 
drug  outlays  in  the 
U.S.  are  exploding. 
Some  price  stickers 
are  utterly  shock- 
ing. If  you  have 
chronic  myeloge- 
nous leukemia,  the 
miracle  drug  from 
Novartis  will  cost 
you  $24,000  a  year,  indefinitely.  A  victim  of  Gaucher's  dise 
spends  $175,000  a  year  for  a  replacement  enzyme  from  Gt 
zyme  Corp. 

Are  price  controls  inevitable?  In  the  article  that  inti 
duces  our  annual  mutual  fund  survey  (p.  138),  Robert  Li 
greth  and  Christopher  Helman  make  the  case  that  the  hea 
sector  is  good  for  investors — that  it  will  survive  poHtical 
tack.  Here  I'd  like  to  make  the  case  that  our  high-priced  me 
ical  care  isn't  bad  for  patients,  either. 

My  first  argument  is  a  moral  one.  How  are  you  harmec 
someone  invents  a  novel  remedy  and  charges  an  outragec 
price  for  it?  The  worst  that  happens  is  that  you  declme  1 
offer  and  use  whatever  alternative  remedy  existed  before.  T 
inventor's  conduct  has  not  impaired  your  life  or  liberty. 

The  second  argument  is  practical.  In  a  world  where  ji 
about  every  other  developed  nation  sees  fit  to  regulate  dr 
prices,  it  is  a  good  thing  that  the  U.S.  remains  an  oasis  of  fr< 
market  pricing.  Paradoxically,  price  discrimination  can  be 
efit  consumers,  even  the  ones  paying  the  higher  tab.  Imagi 
that  it  costs  $1  billion  to  find  a  drug  and  that  the  U.S.  1" 
200,000  potential  customers,  each  willing  to  pay  $3,00C 
need  be,  over  and  above  pill  manufacturing  costs,  to  get  th 
hands  on  a  supply.  Europe  has  400,000  patients  who  by  1; 
cannot  pay  more  than  $1,500.  If  the  drugmaker  is  required 
charge  a  uniform  worldwide  price,  the  medicine  will  not 
discovered.  With  price  discrimination,  it  is,  and  everyo 
benefits.  Price  discrimination  is  getting  very  blatant  the 
days,  with  drug  companies  cutting  special  deals  for  the  Thi 
World  or  for  uninsured  patients. 

The  most  powerful  form  of  price  discrimination  wor 
across  time.  The  earliest  patients  pay  dearly,  and  the  disco 
eries  they  finance  are  eventually  made  freely  available  to  2 
as  patents  expire.  If  you  have,  or  might  get,  a  life-threatenii 
illness,  pray  that  this  process  continues. 
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Marketing  Executive  Marketing  Directors: 
Nancy  Bensimon,  Deborah  Himmelfarb,  Jeff  Myers; 
Research  Director:  Frank  Dolcimascolo; 
Special  Sections  Director:  Carol  Nelson; 
Merchandising  and  Events  Director:  Karen  Moroney; 
Design  Center  Creative  Director:  Susanne  Fritzio; 
Director  of  Media  Strategies;  Andrea  Sontz 

Forbes  Custom  CommunicathMis  Partners: 

John  I  ai>;iv  cll.  President 

Forbee  Contsrence  Group: 

Lisj  Wi  inci,  \'P/GM;  Greg  Ewing,  Dir  Sales 

Forbes  Investors  Advisory  Institiite: 

Wail.iLi-  Fi"hcs.  l'rL'sident;Vahan  Janjigian,  Director 
Advertising  Business: 

Harry  LeGates,  Business  Manager;  Joyce  McCracken, 
Mgr  S.iles  Information;  Chevonne  Muggins,  Shemett 
Myers,  Ivette  Rq'es,  Robin  Stein;  Patricia  Deckelnick, 
Adv.  Services  Manager;  Michelle  CiuUa,  Peter  Kelleher, 
Anthony  Perrone,  Information  SerNices  Manager 


Hedge  Clipping 

I  was  astonished  at  the  reporting  in 
"The  $500  Billion  Hedge  Fund  Folly" 
(Aug.  6,  p.  70).  Not  only  does  the  arti- 
cle selectively  avoid  facts  that  would  dif- 
fer with  its  conclusions,  it  makes  an 
error  concerning  figures  claimed  to 
have  been  provided  by  MAR/Hedge. 
FORBES  said  of  the  573  funds  report- 
ing to  MAR/Hedge  over  the  last  year 
that  167 — or  one-third — were  "miss- 
ing in  action."  Actually,  there  are  1,068 
funds,  and  160  have  ceased  reporting. 

Perhaps  what  should  be  empha- 
sized to  investors  is  that  a  majority  of  hedge  funds  provided  positive  re- 
turns last  year  in  an  otherwise  down  market,  and  that  most  of  the  larger, 
more  established  funds  reported  double-digit  returns  ranging  from  the 
low  teens  to  more  than  60%. 

MICHAEL  OCRANT 
Editor-in-Chief,  MAR/Hedge  Report 
New  York,  N.Y. 

I  would  like  to  extend  compliments  regarding  your  well-researched  ar- 
ticle about  hedge  funds.  I  can't  help  but  contrast  it  to  a  recent  article  in 
the  New  York  Times,  which  was  a  biased  "fluff'  piece  about  one  of  these 
funds  and  its  manager. 

JANET  GUTTRIDGE 
Sarasota,  Fla. 

As  the  manager  of  a  top-performing  hedge  fund  over  the  past  seven  years 
I  have  been  particularly  aware  of  the  growing  excesses  in  my  industry.  I 
like  to  see  publications  like  FORBES  challenging  those  abuses. 

Sadly,  having  just  experienced  the  biggest  economic  and  stock  market 
bubble  since  the  1920s,  the  excesses  in  the  hedge  fund  and  mutual  fund 
industries  today  are  vast.  The  majority  of  managers  badly  underperform 
the  market,  and  many  investors  are  putting  their  savings  into  funds  that 
may  generate  respectable  pretax  returns  but  miserable  aftertax  returns. 

But  you  did  your  readers  a  disservice  by  arguing  all  hedge  funds  are 
poor  investments  and  all  managers  disreputable. 

DAVID  TAFT 
President,  IBS  Capital  Corp. 

Boston,  Mass. 


your  publication's  skeptical  view  abo 
Metris  and  its  future. 

Some  of  the  quarter's  highligh 
for  the  credit  card  business  inclu^ 
strong  net  account  growth  of  103,0( 
credit  card  accoimts,  a  strong  net  h 
terest  margin  of  14.1%  and  very  stab 
credit  quality,  with  a  7.9%  delinquei 
cy  rate  and  a  10.9%  charge-off  rat 
On  the  enhancement  services  side  ' 
the  business,  we  recognized  revenue  ■ 


SKCCHCRS:  THE  HOTrE$T  ACT  IN  SHOE  BUSINE'. 


THE 


$500 

BILLION, 

HEDGE  FUND* 

FOLLY 


Tlie  Metrics  on  Metris 

After  reading  "Payback  Time"  (Aug.  6, 
p.  56)  I  feel  compelled  to  help  provide 
your  readers  with  the  rest  of  the  storf  as 
it  relates  to  Metris.  The  unfortunate 
timing  of  your  article  caused  you  not 
to  include  our  second-quarter  results. 
Those  strong  results  once  again  met  or 
exceeded  the  expectations  of  our  man- 
agement team  and  shareholders.  Fur- 
thermore, they  sharply  contrast  with 
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Would  You  Be  Comfortable 
Earning  $410,000? 
You  Really  Can... 


ft 


Our  company  establishes  small  medical  offices  throughout  the 
U.S.  under  a  rapidly  expanding  20  year  old  government  program. 

Medical  Background  Completely  Unnecessary. 
$125,000  Down  Required 


Before  calling,  please  visit  our  website:  WWW.C0RF.COM 
nencoutactm:  1-800-511-7036 


Few  people  can  make  decisions  thai  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  that  improve  your  organization's  And  that  impresses  people  everywhere,  from  the  school 

boitom  line.  Energy  Star*  makes  it  easier.  The  Energy  Star  board  to  the  state  capital.  More  than  700  leaders  in 

label ,  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  superior  energy  performance  and  fiscal  of  panicipaiing  in  Energy  Star.  You 

responsibility  That  commitment  not  only  frees  up  can  too.  Call  1-888-STAR- YES 

operating  funds  but  also  helps  prevent  air  pollution.  or  visit  energystar.eov. 

Honey  iKil  Al  You  r.  Sning 

E-sai(^  St.mi  IS  sponsored  b>' the  tJ.S.  En\TloiUTi«iual  f^eaion  Agenc>- and  the  IJ  S  Depanmeni  of  Encro  E'.y^l^  MAStjL  s  re^intdmnk 


 n  L  w  u  L  n  a  a  m  i  j 

$83  million — a  30%  increase  over 
second  quarter  of  last  year — and  adJ 
880,000  new  relationships.  We  rem 
comfortable  with  our  full-year  guidai 
of  30%  growth  in  operating  earninj 
RONALD  N.  ZEBE 
Chief  Executive  Officer,  Metris  C 
Minnetonka,  Mi 

Mother's  Milk  ^ 

"Baby  Steps"  (July  23,  p.  110)  misses 
boat.  While  focusing  solely  on  fund 
and  inventory  issues  facing  Lansinoh, ; 
failed  to  capture  the  value  Resheda  Ha; 
has  created.  Hagen  started  her  comp; 
15  years  ago  because  she  experience 
need  that  wasn't  being  met — to  m; 
breast-feeding  more  comfortable.  A 
the  result?  Lansinoh  sales  have  growni 
average  66%  a  year  since  1996,  and 
company  offers  a  range  of  excellent  ni 
ing  products  and  employs  over  30  peo| 
The  percentage  of  mothers  w 
breast-feed  has  increased  significar 
in  the  past  decade  and  now  tops  75 
Over  15  million  women  and  their  cl 
dren  have  enjoyed  the  benefits  of  brea 
feeding  longer  because  of  Lansinoh. 

THOMAS  HA 
President,  Lansinoh  Laborator 
Alexandria, 

Right  on  Ritalin 

I  appreciate  the  warning  "A  Headac 
for  Novartis"  (July  23,  p.  60)  gi> 
about  Peter  Breggin  and  people  li 
him.  Radical  critics  who  don't  hi 
their  claims  on  a  majority  of  the  fir 
hand  data  are  particularly  dangero' 
especially  when  dealing  with  peopl 
lives  and  their  well-being.  We  alwc 
have  to  ask  ourselves  what  the  moti\ 
tion  is  for  such  harsh  criticism  o) 
drug  that  helps  a  lot  of  people. 

RYAN  STOI 
Chicago,  J 

Wrong  Name,  Right  Product 

In  "Coming  to  a  Screen  Near  Yo 
(Aug.  6,  p.  83)  we  incorrecdy  identified 
Sony  FDL-252T  Watchman  as  a  Vangee 

n  Forbes! 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Veil,  well,  well.  The  omniscient  groundhog 
finally  met  its  match. 
:'s  our  very  own  "Seer  of  Seers,  Sage  of 
.'s,  Prognosticator  of  Prognosticators." 
ilike  Pontrelli. 

)ur  Clairvoyant  of  Climates  knows  that 
success  of  buying  and  selling  wholesale 
tricity  and  natural  gas  depends  on  the 
perature.  And  that  the  demands  for 
er  do  fluctuate  based  on  just  how  hot  or 
it  is  outside. 

■le's  also  aware  that  having  early,  accurate 
astute  weather  forecasts  gives  PPL 
jnificant  advantage  in  the  stormy 
tricity  marketplace, 
o  Mike  Pontrelli  vigilantly 
ks  climatic  patterns  and  then 
^ers  his  weather  reports  before  the  market 
;s  trading  at  7  a.m.  And  he  delivers 
n  straight  to  the  PPL  traders,  who  now 
Jetermine  how  much  demand  is  anticipated, 
much  electricity  we  need  to  supply  and 
re  to  sell  or  buy  it. 

because  we  lielieve  in  being  ready  to  power 
It  a  kilowatt's  notice,  we're  in  the  process 

-Owp,  2fX)I  All  nghts  reserved. 


Meet 

Punxsutawney 

Pontrelli 


Mitt  Piiiilielli.  PPL  Melearolog/il. 

It's  no  wonder  that  we've  never  lost 
sight  of  our  commitment. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

No  matter  which  way  the  wind  is 
blowing. 

wwu'.pplweb.  com 


of  building  several  power  plants  where  they  're 
needed,  when  they're  needed.  In  Washingnm, 
Arizona,  Connecticut,  Pennsylvania, 


H, 


ow  on-the-spot  forecasts 

and  on-the-trading  floor  decisions 

get  power  to  where 
it's  needed  most. 

New  York  and  Illinios,  to  be  precise. 

Today,  the  company  that  began  as  a  local 
energy  provider  for  eastern  and  central 
Pennsylvania  has  burgeoned  into  one  of  the 
nation's  leading  marketers  of  electricity  in  42 
states  and  Canada. 
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Stop  the  presses: 
Sasaki  and  Suzuki. 


^^^^^^^^^^^^^^ 


Free  Markets  and  Free  Press 

►  Japanese  baseball  teams  are  suffering  from  the  U.S.  success 
of  star  hitter  Ichiro  Suzuki  and  ace  reliever  Kazuhiro  Sasaki.  The 
duo,  who  back  home  earned  an  estimated  $4  million  each, 
moved  across  the  Pacific  to  the  Seattle  Mariners — owned  by 
Nintendo  boss  Hiroshi  Yamauchi.  With  Japanese  fans  able  to 
watch  the  pair  on  TV,  ratings  for  the  Tokyo-based  Yomiuri 
Giants  are  off  20%.  Amid  rumors  of  other  defections,  owner 
Yomiuri  Newspaper  (circulation  10  million)  has  told  its  editors  to 
reduce  coverage  of  Suzuki  and  Sasaki.  — Benjamin  Fulford 

Schwan  Song 

►The  estate  of  South  Dakota  billionaire  Marvin  M.  Schwan, 
Forbes  400  member  at  his  1993  death  at  age  64,  faces  up  to 


$  1 82  million  more  in  taxes.  The  U.S.  Tax  Court  1 
that  agreements  in  which  Schwan's  own  four 
tion  after  his  death  would  get  his  67%  stak 
Schwan's  Sales  Enterprises  and  later  sell  it  to  the  f 
didn't  avoid  estate  tax.  The  stake  in  the  W 
nesota-based  frozen-food  distributor  is  wort 
least  $869  million.  If  the  ruling  stands,  one  e; 
word  in  Schwan's  will — "then,"  in  a  clause  de 
ing  assets  available  to  pay  certain  expenses — 
cost  lots  of  money.  — Janet  Novack  and  W., 

Talk  Them  Off  the  Ledge 

►The  $570  billion  Vanguard  Group  has  a  new  p 

gram  to  handle  the  telephone  calls  from  spoo 
investors  who  want  to  cash  in  their  mutual  h 
stake.  Reps  talk  them  into,  perhaps,  buying 
CDs  from  Vanguard's  own  brokerage.  Unoffi 
name:  "Redemption  Rescue."  — W.i 

Good  Thing  the  GAO  Isn't  Doing  an  IPC 

►  In  a  rare  move  a  new  General  Accounting  Office  report  all« 
anonymous — and  fearful — companies  to  fume  about  the 
of  Chief  Accountant  of  the  Securities  &  Exchange  Commission.  Am* 

the  complaints:  unreasonable  delays,  secret  internal  procedu 
poor  communications,  rulemaking  on  the  fly  and  unstated  i 
sons  for  decisions.  The  SEC  formally  denies  big  problems, 
Chief  Accountant  Lynn  Turner  just  quit.  — Elizabeth  MacDor. 

What's  the  Difference? 

►a  press  release  issued  by  the  online  Webby  Awards  announ 
a  high  honor  for  The  Motley  Fool  investing  advice  site.  Oc 
The  Web  address  listed  was  that  of  a  site  seUing  tarot  ca 
used  for  fortune-telling.  — Tomas  Kelt 


The  Higher  They  Rise,  the  Farther  They  Fall 


New  York  City  developer  and  Forbes  400  member  Donald 
country,  or  even  the  world.  As  the  past  century  has  shown, 


J.  Trump  talks  about  erecting  in  Chicago  a  new  tallest  building  in 
the  aura  surrounding  America's  highest  is  not  always  eternal.  — IV.i 


NAME/CITY/YEAR  BUILT 

HEIGHT 
(FEET) 

AFTERMATH 

Worid  Building/New  York/ 1890 

309 

New  York  World  shut  1931;  structure  demolished  1955 

Manhattan  Life  Insurance  Co.  BuiMh^/New  York/ 1 894 

348 

Dismantled  1930;  firm  later  bought  by  another  insurer 

Park  Row  BuiMing/New  York/ 1899 

391 

Depression-era  receivership,  but  still  in  existence 

Singer  Building/New  York/ 1 908 

612 

Tom  down  1968;  raider  Paul  Bilzerian  gutted  Singer  Co. 

Metropolitan  Life  Insurance  Tower/New  York/ 1909 

700 

Policy-churning  scandal  hit  MetLife;  still  in  edifice 

Woolwortfi  Building/New  York/ 1 9 1 3 

792 

All  Woolworth  five-and-dime  stores  now  closed  j 

40  Wail  Street/New  York/1930 

927 

Citibank  foreclosed  twice;  now  owned  by  Trump 

Chrysler  Building/New  York/ 1930 

1,046 

Walter  Chrysler's  car  firm  later  got  federal  bailout 

Empire  State  Building/New  York/ 1931 

1,250 

Airplane  crash  into  79th  floor  killed  13  in  1945 

World  Trade  Center/New  York/ 1973 

1,368 

Deadly  terrorist  bombing  1993;  now  being  privatized  ' 

Sears  Tower/Chicago/ 1974 

1,454 

Sears,  Roebuck  8c  Co.  no  longer  largest  U.S.  retailer  . 

22     FORBES-  August  20,  2001 


ow  do  you  choose  the  right  money  market  fund? 

Follow  the  leader. 


f  you're  looking  for  the  stability  of  a  money  market  fund,  choose  wisely, 
hoose  Vanguard.  You  see,  the  legacy  of  Vanguard  s  low  costs  and  experienced 
)rtfolio  management  team  is  performance.  Like  that  of  its  Prime  Money 
[arket  Fund,  which  has  outperformed  99%  of  all  money  market  funds  over 
e  past  10  years.*  Do  the  math.  Then  caU  1-877-702-1332. 


TH^ansuardoRoup. 

www.  vanguard,  com 


iL  keyword:  Vanguard 

investment  in  a  money  market  fund  is  not  insured  or  guaranteed  by  the  Federal  Deposit  Insurance  Corporation  or  any  other  government 
3ncy.  Although  a  money  market  fund  seeks  to  preserve  the  value  of  your  investment  at  $1  per  share,  it  is  possible  to  lose  money  by  investing 
;uch  a  fund.  Performance  figures  assume  the  reinvestment  of  dividends;  the  returns  are  pre-tax  and  net  of  expenses.  Past  performance  cannot 
used  to  predict  future  returns.  For  more  complete  information  about  Vanguard® funds,  including  risks,  charges,  and  expenses,  call  for  a 
ispectus.  Read  it  carefully  before  you  invest  or  send  money. 

ased  on  the  annualized  returns  in  the  Money  Market  Funds  category  as  compiled  by  Lipper  Inc.  The  fund  ranked  third  out  of  140  funds  for  the 
i-year  period  ended  March  31,  2001.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


FOLLOW-THROUGH 


EDITED  BY  SUSAN  ADA 


Pluming  Back  In 

We  take  a  look  at  some  past  energy  stories. 


OCTOBER  30,  2000 

Over  a  Barrel? 

THE  BUSH  ADMINISTRATION  WILL 
maintain  the  Clinton  regime's  North- 
east Heating  Oil  Reserve,  despite  strong 
evidence  the  stockpile  doesn't  work.  By 
holding  2  million  barrels  of  oil  in  re- 
serve, the  government  discourages  pri- 
vate companies  from  building  invento- 
ries and  helps  keep  the  spot  price  above 
the  futures  price,  eliminating  the  margin 
needed  to  pay  for  storage.  The  reserve 
has  bipartisan  support  in  Congress  and 
the  president  has  asked  for  $8  million  to 
pay  this  year's  storage  costs.  Total  tax- 
payer outlay:  $15  million  and  counting. 
Taxpayer  benefit:  None.   — Lynn  Cook 

SEPTEMBER  20,  1999 

Power  Player 

ENRON  HAS  GROWN  INTO  THE  WORLD'S 
largest  electricity  marketer  since  we  last 
wrote  about  it.  Now  a  new  surge  in  rev- 
enues might  be  in  the  offing.  Two  dereg- 
ulation-friendly candidates  Enron  had 
supported  were  appointed  to  the  five- 
member  Federal  Energy  Regulatory 
Commission.  The  payback  came  in  July 
when  FERC  announced  it  wants  to  form 


four  regional  grid  organiza- 
tions that  will  loosen  re- 
straints on  the  flow  of  elec- 
tricity and  bring  more 
competition  to  power  mar- 
kets. For  Enron  that  means 
likely  access  to  90%  of  the 
power  grid,  a  leap  from  its 
present  25%.  — LC. 

APRIL  12, 1993 

Full  Steam 
Ahead 

UKRAINIAN  INVENTOR  ALEXANDER 
Kalina  came  up  with  a  radical  way  to 
boost  steam  turbine  efficiency  by  up  to 
50%  using  ammonia.  The  method 
worked,  but  the  cost  of  proving  it,  cou- 
pled with  low  oil  prices,  kept  Kahna's 


Hayward,  Calif.-based  firm,  Exer 
from  making  much  impact.  But  n 
that's  changing:  It  got  financial  back 
from  investor  George  Soros  and  Sw 
billionaire  Stephan  Schmidheiny.  A 
Exergy  formed  partnerships  with  ut 
ties  in  Europe,  Japan  and  Austraha  t] 
are  using  its  technology.  Constructioi 
under  way  on  four  new  ammonia-r 
plants  in  Alaska,  Utah,  New  Mexico  a 
CaHfornia.  Exergy  had  $5.5  million 
revenue  last  year.  — Brendan  Coj 

OCTOBER  10. 1999 

Green  Dreams 

SINCE  OUR  STORY  ON  HIGH-EFFICIEN 
cars,  Detroit  has  belatedly  jumped 
the  hybrid  bandwagon.  CM,  Ford  a 
Chrysler  are  all  planning  to  introdi 
engines  that  combine  gas  and  elect 
power  in  2003  and  2004.  They'll 
catching  up  with  Honda  and  Toyo 
which  together  expect  to  sell  at  le. 
19,000  hybrid  cars  in  the  U.S.  this  ye 
— John  Turrett 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/MAY  I.  1926 

The  Iceman  Doesn't  Come  Electricity 

never  stands  still;  neither  does  the  electrical  industry.  Two  years  ago 
electric  refrigerators  were  little  known.  Last  year,  according  to  authori- 
tative estimates,  more  electrical  refrigerators  were  sold  than  during  the 
preceding  five  years  combined.  An  average  of  200  American  homes  ex- 
changed their  old-fashioned  ice-boxes  for  the  electric  variety  every  day 
during  1925. 

30  YEARS  AGO  IN  FORBES/JULY  15,  1971 

Power  to  the  People  It's  utter  nonsense  for  the  newly  Air  Aware  to  declare  that 

should  live  with  presently  available  energy.  Our  high  productivity  per  man  hour  of  labor  is  intimately  tiec 
the  availability  of  energy  to  do  the  work.  Leisure  time,  think  time,  the  very  existence  of  intellectuals  are 
major  measure  a  result  of  energy  fuels  substituting  for  human  sweat  and  muscle.     —Malcolm  S.  Fon 

25  YEARS  AGO  IN  FORBES/JULY  15.  1976 

Pay  More,  Use  Less  How,  in  a  democracy,  do  you  get  people  to  use  less  oil?  The  bt 

way,  the  time-tested  way,  is  the  way  of  the  marketplace.  You  simply  let  prices  rise— or  push  them  up  throii 
higher  taxes.  But  the  U.S.  is  not  doing  this.  Instead,  it  forces  its  oil  producers  to  sell  their  domestic  oil 
much  less  than  the  world  price.  Since  59%  of  the  U.S.'  oil  needs  still  come  from  domestic  wells,  this  git 
U.S.  consumers  and  U.S.  industry  a  short-lived  and  illusory  advantage  in  the  form  of  cheaper  energy. 
President  Ronald  Reagan  lifted  all  remaining  oil  price  controls  in  1981.  Today  48%  of  U.S.  oil  needs  are  /i 
by  domestic  production. 
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Spring  2000  -  a  14-mile  pipeline  and  six  months  stood  between 
the  Midwest  and  a  repeat  of  the  previous  summer's  blackouts. 

14  miles  of  pipe  and  14  miles  of  regulations, 

governing  everything  from  road  crossings  to,  believe  it  or  not,  bats. 
Specifically  -  endangered  Indiana  Bats  They  roost  in  trees. 

There's  a  short  window  when  you  may  disturb  their  habitat. 

Miss  it  -  you  wait  a  year. 
The  competition  said,  "not  enough  time."  We  said,  ''what  if?'' 

What  if  we  approached  the  problem  with  our  unique  source  of  power? 
The  power  of  can  do.  Of  not  believing  in  no. 
Six  short  months  later,  the  regulatory  agencies  in  t'A'o  states  were  impressed. 
The  bats  were  happy  And  the  Midwest  was  cool, 

^Duke 

[^Energy* 

we  generate  what's  next" 


:an  Duke  Energy  generate  for  you?  Visit  us  at  ww/w.duke-energy.corri  or  l-800-use-duk2. 


pGETS  how  to  do  five  years  of  work  in  two  years'  time; 

GOT  IT  DONE  for  DaimlerChrysler  by  rallying  IBM  teams  around  an 
engineering  solution  that  allows  real-time  communication  across 
the  supply  chain  and  gets  new  c^fs  to  market  over  100%  faster. 
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ON  MY  MIND 


EDITED  BY  TIM  W.  FERGL 


Talk,  Talk,  Talk 

So  who  needs  streaming  video  on 
a  phone?  The  killer  app  for  3G  may 
turn  out  to  be— surprise— voice  calls. 


DIRECTOR,  DIGITAL  TECHNOLOGY  CENTER,  UNIVERSITY 
OF  MINNESOTA;  FORMER  AT&T  RESEARCH  SCIENTIST 

Those  third-generation  services,  combining  Internet  and 
wireless  technologies,  were  to  ring  in  a  new  era  of  commu- 
nications. Instead,  rising  skepticism  about  their  prospects, 
together  with  the  staggering  sums  paid  by  carriers  in  spec- 
trum auctions,  helped  precipitate  the  telecom  crash. 

But  the  story  may  have 
an  accidentally  happy  end- 
ing. The  unanticipated  killer 
application  of  3G  is  likely  to 
be  voice,  the  killer  app  of 
first-  and  second-generation 
system.s.  This  will  please 
both  investors  and  those 
eager  to  see  effective  compe- 
tition to  the  local  phone 
monopolies. 

3G  was  sold  by  its  pro- 
moters as  a  way  to  provide 
mobile  Internet  access.  But 
the  market  has  figured  out 
that  not  only  will  streaming 
video  not  be  feasible  with  3G, 
it  is  doubtful  whether  it 
would  bring  in  much  revenue 
even  if  it  could  be  offered. 

People  don't  want  to  be 
entertained  by  »their  cell 
phones.  They  want  to  be  connected.  Note  the  success  of  sim- 
ple text  messaging  and  the  failure  of  content-providing  Wire- 
less Access  Protocol.  The  good  news  is  that  3G's  higher  band- 
width can  be  used  to  make  room  for  more  calls  and  maybe 
make  those  connections  more  reliable. 

But  wait — ^wasn't  the  industry  hoping  to  expand  beyond 
what  was  seen  as  a  nearly  saturated  market  for  voice?  True, 
when  over  70%  of  the  population  has  cell  phones  (as  in  Fin- 
land today,  and  probably  in  the  U.S.  in  a  couple  of  years), 
subscriber  growth  will  slow.  However,  penetration  ratios  ig- 
nore intensity  of  usage.  Fact  is,  we've  hardly  begun  to  talk. 

This  may  seem  surprising,  given  how  often  we  see  people 
using  cell  phones  in  public.  However,  in  the  U.S.  the  total  vol- 
ume of  wred  voice  calls  is  still  more  than  six  times  as  high  as 


Do  you  want  to  transform  an  industry? 
You  need  breakthrough  pricing  strategies. 


that  of  mobile  calls.  This  explains  why  cell  phones  are  stil 
from  providing  effective  competition  for  wired  phones. 

And  yet  Americans  use  their  cell  phones  more  than  r 
foreigners:  more  than  8  minutes  per  day,  versus  less  th; 
minutes  in  Britain,  for  example.  This  lead  stems  from  AT> 
introduction  in  1998  of  block  pricing  (in  which,  say,  s 
scribers  pay  a  flat  fee  for  300  minutes  of  use  in  a  gi 
month).  Such  offerings  doubled  the  average  daily  minute 
use  in  the  U.S.  between  1997  and  2000.  In  contrast,  Euro 
usage  per  subscriber  is  declining. 

This  is  where  3G's  enhanced  bandwidth  comes  in. 
though  operators  can  boost  the  capacity  of  current  2G 
terns  even  without  new  spectrum  by  building  more  cell  t 
ers,  these  are  infamously  hard  to  get  approved  and  ultima 
expensive.  The  investments  being  made  in  3G  may  no 
necessary,  as  2.5G  would  have  been  sufficient,  but  they 
provide  much  greater  voice  capacity. 

After  all  the  billions 
vested,  the  industry  natur 
is  leery  of  price  erosion 
stead  it  should  be  aiminj 
stimulate  a  quantum  cha 
in  customer  behavior 
prices  go  down  by  half, 
usage  quadruples,  your 
enue  doubles.  U.S.  carr 
may  fret  that  their  price 
minute  is  down  by  half  in 
last  four  years,  yet  minute 
use  are  up  just  enough 
keep  average  monthly  b 
flat.  Contrast  Britain,  wh 
revenue  per  retail  user 
down  20%  over  the  past  yi 
The  essential  point  is  t 
breakthrough  pricing  str; 
gies,  such  as  block  deals, 
needed  to  bring  about 
kind  of  changed  social  ct 
vention  that  transforms  an  industry.  One  logical  extensi 
would  be  toll-free  numbers  for  wireless  customer  contact 
The  biggest  gains,  though,  are  to  come  from  encourag 
more  nonbusiness  use.  In  a  fascinating  book,  America  G 
ing,  Claude  Fischer  showed  that  the  phone  industry  entere 
new  high-grov^^h  phase  in  the  1920s  when  it  abandoned  i 
attitude  that  phones  were  for  important  commercial  pi 
poses  only  and  instead  started  encouraging  "frivolous"  sec 
uses.  These  served  to  make  telephones  an  indispensable  p 
of  people's  lives,  and  raised  usage  (and  total  spending)  far  1 
yond  the  levels  envisaged  by  the  industry's  pioneers. 

However  much  we  might  be  annoyed  by  cell  pho 
chatter,  the  great  hope  for  telco  investors  is  to  keep  the 
phones  ringing. 
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ENOUGH  VriTH  THE  HOLD  MUSIC: 
ASPECT  CAN  HELP  YOU  DELIVER 


78%  OF  THE  FORTUNE  50  USE  ASPECT 

One  of  our  clients  saved  over  $1,000,000  using 
our  contact  center  solutions — ^handling  16%  more 
contacts  without  adding  a  single  employee. 

case  studies:  www.aspect.com/go/trimwaste 
1-888-412-7728 


ASPECT 

The  Connct  Center  Specialists 


oect  and  the  Aspect  logo  nre  iradpmarks  and/or  service  marks  of  As  pect  Con)munieatinn<^  ''  orpc.ratinn  id  the  llnitfid  State?  and/or  other  coi/ifnes,  Ali  other  product 
service  rtames  mentioned  in  thi^  document  might  be  trademarks  of  the  companies  with  which  they  are  as.soc.nt^rv  "i*  ^001  Ar.pect  Communications,  Corporation 
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FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


COMING:  A  NATIONAL  SALES  TAX 


BIG  TAX  INCREASE  IS  ON  THE  WAY.  THIS  OCTOBER  THE 
in  atorium  on  a  special  Internet  tax  expires.  If  not  renewed, 
),000  taxing  jurisdictions  in  the  U.S.  will  be  allowed  to 
'gm  laying  levies  on  this  new,  still  fast-growing  market- 
ace.  Tax-hungry  governors  and  some  bricks-and-mortar 
tailers  are  pushing  to  make  it  easy  to  tax  sales  on  the  Net. 

Web  site  transactions  are  now  treated  like  phone  orders 
id  catalog  sales — if  the  seller  has  a  physical  presence  in  the 
lyer's  state,  the  sales  tax  must  be  collected.  But  greedy, 
oney-hungry  politicians  want  the  tax  levied,  regardless  of  a 
lysical  presence.  They  piously  claim  that  this  is  only  equi- 
ble — why  should  an  online  consumer  have  an  opportunity 
avoid  a  sales  tax  while  customers  of  Main  Street  merchants 
ust  pay  up?  That  plea,  of  course,  ignores  the  fact  that  local 
3res  and  their  customers  benefit  from  state  and  local  services 


such  as  roads,  fire  and  police  departments,  snow  removal,  etc. 
Why  should  out-of-staters  pay  for  services  they  don't  get? 

Some  7,500  states,  counties,  municipalities  and  other 
government  authorities  impose  some  form  of  sales  tax.  Rates 
and  exemptions  run  the  gamut.  Some  jurisdictions,  for  in- 
stance, tax  orange  juice  if  it  is  defined  as  a  fruit  but  don't  tax 
it  if  it  is  defined  as  a  beverage. 

Tax  lovers,  however,  are  using  this  complexity  to  push  for 
a  national,  uniform  set  of  sales  tax  rates,  definitions  and  ex- 
emptions. Retailers  would  collect  the  sales  tax  and  remit  the 
money  to  a  national  entity  that,  in  turn,  would  pass  the  dough 
on  to  the  correct  taxing  jurisdiction.  Make  no  mistake,  this  is 
but  a  way  station  on  the  road  to  a  national  sales  tax.  The  In- 
ternet tax  moratorium  should  be  renewed,  and  the  politi- 
cians' love  of  new  taxing  sources  should  remain  unrequited. 


HERE:  A  NEW  TAX  ON  STOCKS 


IE  IRS,  THROUGH  ITS  INTERPRETATION  OF  CURRENT  LAW, 
IS  created  a  new  tax,  which  will  take  effect  Jan.  1,  2003. 
ongress  ought  to  nix  this. 

Some  4,000  companies  offer  their  workers  a  chance  to 
ly  company  shares  at  a  discount,  usually  15%  less  than  the 
•evailing  market  price.  Now  the  feds  have  ruled  that  partic- 
ants  in  these  plans,  employers  and  employees,  should  each 


be  liable  for  the  payroll  tax,  currently  7.65%  (15.3%  com- 
bined), on  the  difference  between  the  discounted  price  and 
the  prevailing  market  price,  even  though,  as  the  current  mar- 
kets remind  us,  share  prices  can  fall. 

What  next?  Numerous  companies,  including  Forbes,  offer 
401(k)  plans  in  which  the  employer  matches  employee  contri- 
butions. WiU  those  matching  funds  soon  be  liable  for  PICA  taxes? 


AVOIDING  A  COLLAPSE 


^GENTINA  IS  BEING  RACKED  BY  POLITICAL  STRIFE  AS  THE 
)vernment  tries  to  slash  spending  and  cut  pensions  in  order 
I  avoid  defaulting  on  the  country's  international  debt. 

Both  the  turmoil  and  austerity  are  unnecessary.  To  ser- 
ce  its  obligations  Argentina  needs  economic  growth,  which 
hasn't  had  for  three  recession-plagued  years.  The  country 
lust  gird  itself  to  defy  the  International  Monetary  Fund's 
Disonous  prescriptions  of  ever-higher  taxes. 

Buenos  Aires  rid  itself  of  decades-old  inflation  in  the  early 
p90s  by  rigidly  tying  the  peso  to  the  dollar.  It  simultaneously 
jiacted  tax  cuts  and  pushed  impressive  privatization  pro- 
pams.  The  country  prospered,  with  real  growth  rates  exceed- 

7%.  When  Mexico's  IMF-induced  peso  crisis  hit  in  1994, 
Tgentina  needed  a  bridge  loan  to  weather  the  storm,  and  this 
roud  nation  was  forced  to  enact  tax  hikes  to  get  the  money, 
ut  the  country  rebounded.  Then  came  1997's  Pacific  Rim 
nd  1998's  Russia  crises,  and  the  IMF's  pattern  of  austerity 


was  repeated.  Only  this  time  the  exactions  ground  Argentina's 
economy  to  a  halt.  The  IMF  has  made  no  secret  of  the  fact 
that  it  wouldn't  mind  if  Argentina  devalued  its  currency. 

The  land  of  the  Perons  should  once  again  thumb  its  nose 
at  international  pressure,  as  Juan  Peron  routinely  did,  but 
this  time  with  a  constructive  plan  in  mind.  The  peso?  Junk  it 
and  substitute  the  dollar.  No  more  currency  crises.  Taxes? 
Slash  them.  Start  by  whacking  the  value-added  tax — now  an 
onerous  21%  and  often  uncollected — in  half  Tariffs  average 
about  1 7%;  halve  them  as  well.  The  country  might  as  well 
take  a  machete  to  its  income  taxes,  too.  Argentina's  economic 
woes  are  already  devastating  Brazil.  The  rest  of  the  continent 
is  bracing  itself  for  the  fallout  from  an  Argentinean  collapse. 

Root-canal  economics  is  precisely  the  opposite  of  what  Ar- 
gentina needs  now.  Treasury  Secretary  O'Neill,  that  nation's 
eyes  look  to  you  for  good  sense  and  salvation.  It's  not  just  Ar- 
gentina's well-being  that's  at  stake.  We'U  feel  the  fallout  as  well. 
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FACT    A  N  D  C  OJILM  E  N_L 


THE  NEW  IMPERIALISM 


A  RECENT  VISIT  TO  ECUADOR  REMINDED  ME  OF  HOW  ONER- 
ously  powerful  the  IMF  is  today.  The  Roman  Empire  of  the 
Caesars  would  have  been  envious  of  this  agency's  writ.  Ecuador 
is  reeling  from  falling  commodity  prices  and  the  virus  that  has 
crippled  its  vital  shrimp  industry.  Taxes  are  collected  in  the 
breach  rather  than  routinely.  Sensible  people  inside  the  gov- 
ernment and  out  know  that  Ecuador  must  reduce  taxes,  as  well 
as  simplify  its  rickety^  tax  structure.  (Some  officials,  however,  toe 
the  IMF  line  in  hopes  of  someday  working  for  the  agency.)  But 
a  few  months  ago  the  value-added  tax  was  boosted  nearly  17%. 
Why?  Because  the  IMF  told  the  government  to  do  so. 

Again  and  again  I  heard  the  complaint,  "What  can  a  small 
country  like  us  do?  If  the  IMF  were  to  shake  its  head,  Wall 
Street,  banks  and  the  Paris  Club  [a  group  of  official  creditor 


nations  that  finds  'solutions'  to  the  payment  difficultie 
debtor  nations]  would  cut  us  off  at  the  knees." 

Ecuador,  which  shares  a  border  with  increasingly  trout 
Colombia,  wants  to  do  what  is  right  to  get  its  economy  mo\ 
forward.  In  March  2(XX),  after  a  bout  of  devastating  inflatio 
converted  to  the  dollar  The  IMF  was  initially  furious  that 
tiny  nation  wasn't  retaining  a  currency  that  could  be  routii 
debased  in  the  name  of  improving  its  terms  of  trade.  Now 
imperial  bureaucracy  is  demanding  ever-higher  exactions. 

Yes,  Ecuador  shares  a  large  part  of  the  blame  for  the  n 
it  is  in.  It  has  dragged  its  feet,  for  example,  in  cleaning  up 
corruption-ridden,  heavily  political  and  now-coUap 
banking  sector.  But  the  U.S.  and  the  IMF  continue  to  wor 
the  plight  of  this  and  countless  other  countries. 


HER  MEMORY  WILL  BE  IMMORTAL 


OTHERS  HAVE  ABLY  RECOUNTED  THE  EXTRAORDINARY  LIFE 
of  Kay  Graham,  longtime  head  of  the  Washington  Post.  She 
had  a  less  than  ideal  childhood;  she  was  a  passive,  unpre- 
pared housewife  suddenly  thrust 
into  overseeing  a  major  publishing 
company;  against  daunting  odds 
she  more  than  rose  to  the  occasion, 
whether  it  was  to  expand  the  cor- 
poration, beat  back  a  potentially 
major  killer  strike  or  successfully 
take  on — in  a  lonely  battle — the 
President  of  the  United  States.  She 
passed  on  the  baton  and  capped  it 
all  off  with  an  extraordinary  mem- 
oir that  has  already  become  a  classic 
and  will  achieve  a  Ulysses  S.  Grant- 
like immortality.  The  nation's  most  powerful,  influential  fig- 
ures, including  presidents,  paid  court  to  this  painfully  shy, 
often  insecure,  woman. 


Kay  Graham  never  let  politics  interfere  with  personal 
and  professional  relationships.  The  Forbes  family  in- 
variably found  her  warm,  gracious  and  thoughtful. 


I  had  the  opportunity  several  times  to  attend  Kay  Graha; 
functions,  in  Washington  and  on  Martha's  Vineyard.  She  w; 
fabulous  hostess,  who  paid  extraordinary  attention  to  deti 
Her  toasts  were  thoughtfully  p 
pared  for  the  guest  of  honor  a 
many  times  were  very  moving.  E- 
though  the  Washington  Post's  edit 
ial  wrriters  and  political  reporters  w 
not  as  enthusiastic  as  I  was  about 
presidential  aspirations  or  my  pi 
form,  she  was  always  gracious  a 
generous  when  we  met,  either  at 
editorial  board  meeting  or  at  a  socl 
function.  Her  publications  alw; 
called  the  shots  as  they  saw  them,  t 
she  strove  mightily  not  to  let  the  ni 
mal  hurly-burly  of  politics  poison  her  personal  relationship 
Kay  Graham's  life  will  always  be  an  inspiration.  As  mc 
than  one  observer  has  noted,  we  shall  not  see  her  like  agai 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Virot-Dylan  Hotel,  52  East  41st  St.  (Tel.:  646-658-0266). 
Marvelous  wood-paneled  dining  room  with  the  feel  of  an 
old  English  library.  Standouts:  lobster  sauteed  with  car- 
damom in  a  caramel-ginger  sauce,  and  baked  rack  of  lamb  in 
braised  shank  sauce  over  couscous  with  yellow  beans. 

•  District- Muse  Hotel,  130  West  46th  St.  (Tel.:  485-2999). 
Located  in  the  latest  of  those  minimalist  boutique  hotels,  this 
place  is  that  rare  combination  of  lousy  food  served  by  surly 
waiters  in  an  utterly  lifeless  atmosphere.  It  is  further  proof  of 
the  current  New  York  trend  toward  style  over  substance. 

•  Rain-100  West  82nd  St.  (Tel.:  501-0776).  This  pan-Asian 
Upper  West  Sider  is  well-deserving  of  its  popularity,  even  six 


years  after  opening.  The  mood  is  young,  the  scene  a  bit  fi 
netic,  but  the  food  is  terrific.  Malaysian  chicken  satay,  chick 
and  coconut  soup,  pineapple  jumbo  shrimp  with  red  cur 
and  Chinese  eggplant,  and  Vietnamese  barbecued  chick 
are  calculated  to  excite  the  palate — and  do. 
•  Lualin-59  Fifth  Ave.,  at  13th  St  (Tel.:  242-9709).  New,  attrj 
tive  spot  for  dinner  in  our  neighborhood.  Tr\'  the  Hudson  Vail 
foie  gras  au  jus  with  poached  Bosc  pear  and  pistachio  panca 
lemon  confit,  the  market  green  salad  with  braised  chern,'  torr 
toes  in  sherry  vinaigrette,  the  porcini-dusted  wild  striped  bass 
the  steak  with  broccoli  rabe.  All  are  delicious.  Don't  pass  up  t 
chocolate  souffle  and  the  cofiee  almond  sarsaparilla  float 
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P    OTHER  COMMENTS 


You  have  the  God-given  right  to  kick 
the  government  around — don't  hesitate  to  do  so. 

—SENATOR  EDMUND  S.  MUSKIE,  1968 


Wrong  Direction  with  respect  to  internet  sales,  states 
and  retailers  say  that  imposing  a  sales  tax  on  retail  sales  and  not 
e-tail  sales  discriminates  against  retail  sales  and  thus  violates  the 
principle  of  fairness.  The  problem  with  the  fairness  argument  is 
that  it  only  wants  to  go  one  way — increasing  taxes — which 
makes  fairness-argument  proponents  appear  to  be  less  than 
honest.  Another  way  to  create  the  level  tax  playing  field  they  want 
would  be  to  lower  sales  taxes  on  retailers  as  some  states  have 
already  done.  But  no  one,  especially  not  government  officials, 
appears  to  be  taking  that  approach.  For  government  officials, 
it  is  clear  that  their  real  concern  is  revenue — increased  revenue. 

—MERRILL  MATTHEWS  JR., 
Institute  for  Policy  Innovation 

Noxious  Neglect  The  1990s  began  auspiciously  for 
Latin  American  currencies  with  the  establishment  of  Ar- 
gentina's currency  board.  Inflation  fell,  and  both  the  economy 
and  financial  markets  surged.  Soon,  however,  the  Clinton  Ad- 
ministration and  the  IMF,  working  closely  together,  declined  to 
work  for  currency  stability  in  Russia,  Venezuela,  Mexico,  Brazil, 
South  Africa,  or  Southeast  Asia.  The  U.S.  intoned  that  "a  strong 
dollar  is  in  our  national  interest,"  but  did  nothing  to  share  this 
approach  abroad.  Latin  American  poverty  grew  sharply.  The 
World  Bank  [counted]  183  million  people  living  on  less  than 
$2  per  day  in  1998,  up  ft-om  162  million  in  1993.  A  U.N.  study 
found  that  54%  of  rural  Latin  households  lived  in  poverty  in 
1997.  In  Colombia,  where  civil  war  threatened,  the  currency 
sank  and  rural  poverty  rose  to  54%  in  1997  from  45%  in  1980. 
The  Clinton-Gore  Administration  wasted  a  decade  of  U.S. 


prosperity,  making  no  real  effort  to  share  the  U.S.  technic 
of  prosperity  with  our  neighbors.  The  policy  vacuum  has  I 
both  the  U.S.  and  Latin  America  and  deserves  to  be  correc 

— DAVID  MALP 
chief  international  econon 
Bear  Stearns,  VJall  Street  Jou 

It's  A  Dog's  World  Jet-lag  massage  for  jet-set  pe 
on  the  menu  at  Las  Ventanas  al  Paraiso  resort  in  Los  Cal 
Mexico.  A  10-15  minute  neck  and  shoulder  massage  r 
$25  and  up,  depending  on  the  pet  ("the  dogs  are  much  rr 
spa-oriented  than  cats,"  notes  an  assistant  general  manag 
— KITTY  BEAN  YANCEY,  USA  To 

At  It  Again  [The  IRS  will  soon  levy  a]  new  tax  on  worl 
in  employee  stock  purchase  plans.  Under  these  plans,  emplo 
allow  their  workers  to  buy  a  set  amount  of  their  compai 
shares  at  discounts  to  current  market  prices.  For  many  rank-a 
file  workers,  these  plans  are  the  only  way  to  amass  any  assets. ' 
government  [has]  decided  that  working  people  in  these  pi 
should  be  taxed  on  the  difference  between  the  discounted  p 
at  which  they  buy  the  shares  and  the  prevailing  market  pr 
Executives  at  public  companies  have  pocketed  obscenely  i 
compensation  recently.  Is  anybody  else  outraged  that  under 
new  tax,  lowly  workers  will  fall  even  further  behind  the  fat  a 

— GRETCHEN  MORGENSC 
New  York  Tit 

Rule  of  Thumb  Never  give  in,  never  give  in,  ne\ 
never,  never,  never — in  nothing,  great  or  small,  large  or  pett) 
never  give  in  except  to  convictions  of  honor  and  good  sens 

— WINSTON  CHURCH 

Uncommon  Wisdom  In  the  midst  of  a  divis 
Vietnam  debate  in  which  The  Washington  Post  had  be 
quite  unsympathetic  to  the  administration  in  which  I  serv 
Kay  [Graham]  telephoned  and  said:  "You  need  some  re 
Let's  go  to  the  movies."  During  yet  another  crisis,  Kay  te 
phoned  v/ith  a  comparable  message:  "Things  are  tough  ri^ 
now.  Why  don't  you  use  my  house  in  Virginia  for  a  wet 
end?"  It  was  her  way  of  asserting  the  permanent  Washingt 
in  which  human  relations  mattered  more  than  the  conti 
versies  of  the  day  and  in  which  the  political  battles  wert 
prelude  to  a  new  elaboration  of  national  purpose. 

—HENRY  A.  KISSINGER,  Newsweek 
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business  insurer  knows  the  importance  of  risk. 
How  many  know  the  importance  of  a  pencil? 


You've  lost  thousands  of  them  in  your  lifetime. 
But  this  one  is  special — for  the  simple  reason 
that,  as  you  use  it  to  write  next  year's  plan  or 
proposal,  you  can  look  down  at  your  company's 
name  and  catch  a  quick  glimpse  of  how  far  you've 
come.  To  understand  what  moves  business,  you 
have  to  understand  what  moves  business  people. 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


/ 


For,<|jnbre  information,  see  an  independent  agent  or  broker,  or  visit  www.cna.com 

■i  a  service  mark  and  trade  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001.  All  rights  reserved- 


Average  Annual  Total  Returns  as  of  6/30/01.  Max.  4.75%  Sales  Charge  for  Class  A  Share' 


AIM  Global 
Health  Care  Fund 

1-Year 

5-Year 

10-Year 

29.19% 

18.81% 

15.14% 

Live  long  and  prosper. 


AIM  GLOBAL  HEALTH  CARE  FUND.  Around  the  world,  investment  in  health  care  continues 
to  grow.  At  AIM,  we  look  for  the  companies  that  are  leading  the  way  in  medical  advances,  tech- 
nology and  services,  with  the  best  potential  for  long-term  growth.  To  learn  more  about  this  fund, 
or  any  other  AIM  fund,  please  talk  to  your  financial  advisor  today,  www.aimfunds.com 


FUND 


The  idea  is  discipline.  The  purpose  is  perfomiance.  The  name  is 

Member  of  the  $370  Billion  AMVESCAP  C 


Due  to  recent  significant  market  volatility,  results  of  an  investment  made  today  may  differ  substantially  from  the  historical  performan 
shown.  Call  your  financial  advisor  for  more  current  performance.  Past  performance  cannot  guarantee  comparable  future  results.  Performan 

of  other  classes  may  vary.  Investment  return  and  principal  value  will  vary  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares.  International  inve 
ing  presents  certain  risks  not  associated  with  investing  solely  in  the  U.S.,  including  risks  relating  to  fluctuations  in  the  value  of  the  U 
dollar  relative  to  other  currencies,  custody  arrangements  made  for  the  fund's  foreign  holdings,  political  risks,  differences  in  accounting  p 
cedures,  and  a  lesser  degree  of  public  information  required  to  be  provided  by  non-U.S.  companies.  Investing  m  a  single-sector  fund  m 
involve  greater  risk  and  potential  reward  than  investing  in  a  more  diversified  fund.  The  fund  participates  in  the  Initial  Public  Offering  (IPO)  market 
significant  portion  of  the  fund's  returns  are  attributable  to  its  investment  in  IPOs,  which  had  a  magnified  impact  when  the  fund's  asset  base  was  re 
tively  small.  There  is  no  guarantee  that  with  a  larger  asset  base,  the  fund  will  continue  to  experience  substantially  similar  performance  by  investing  in  IPC 
CALL  YOU  R  Fl  NANCIAL  ADVISOR  for  more  complete  information  about  the  fund  including  sales  charges  and  expenses,  fund  prospectus,  and  invest 
guide.  Please  read  the  prospectus  carefully  before  investing  or  sending  money  Assets  under  management  as  of  3/31/01.  A I  M  Distributors,  Inc.  7/( 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Paul  Johnson 


A  GOD-FEARING  WHITE  HOUSE  IS  SAFER 


IT  DESIRABLE  THAT  THE  PRESIDENT  OF  THE  UNITED  STATES 
ould  believe  in  God?  Unlike  America's  other  early  historic 
cuments,  the  U.S.  Constitution  lacks  a  specific  religious 
unework.  Its  only  mention  of  God  is  in  the  date  at  the  end. 
d  Article  VI  specifically  bans  any  "religious  Test"  as  a  quaHfi- 
tion  for  holding  oflSce.  There  is  little  doubt  that  had  the  Con- 
tution  been  drawn  up  a  century  earlier,  in  1687,  it  would  have 
td  a  thoroughgoing  religious  ft-amework.  And  had  it  been 
awn  up  a  century  later,  it  would  have  contained  provisions  ac- 
owledging  the  role  that  strong  religious  beliefs  and  practice 
lyed  in  the  lives  of  most  Americans.  As  it  was,  the  Constitu- 
m  was  composed  at  the  high  tide  of  18th-century  secularism, 
st  before  the  blood-soaked  excesses  of  revolutionary  atheism  in 
ance  gave  rise  to  the  great  19th-century  religious  revival. 

All  the  same,  it  must  be  said  that  some  of  the  greatest 
nerican  presidents  cannot  easily  be  classified  as  religious 
en.  George  Washington  himself  might  be  defined  as  no  more 
an  a  deist  (though  he  would  have  objected  strongly  had  any- 
le  called  him  a  non-Christian).  He  often  missed  church  on 
indays,  rare  in  those  days.  He  said  of  immigrants  that  so  long 
they  were  "good  workmen,  they  may  be  Mohammedans, 
ws  or  Christians  of  any  sect,  or  they  may  be  atheists." 
Thomas  Jefferson  had  no  religion,  and  many  people 
ed  him  an  atheist  or  "infidel."  But  he  was  never  antireli- 
lous.  In  the  whole  of  his  correspondence  with  his  follower 
id  intimate,  James  Madison,  which  makes  up  2,000  printed 
ages,  it  is  impossible  to  point  to  any  passage  showing  hos- 
ty  to  religion,  by  either  of  them. 

Abraham  Lincoln  was  not  a  churchman,  either.  Mrs.  Lin- 
iln  said  of  him:  "Mr.  Lincoln  had  no  faith  and  no  hope  in 
e  usual  acceptation  of  those  words.  He  never  joined  a 
urch."  His  friend  WiUiam  H.  Herndon  said  that  Lincoln 
|isisted  no  personal  God  existed  and  that  when  Lincoln  used 
le  word  "God,"  Lincoln  meant  Providence. 
,  On  the  other  hand,  some  great  presidents  have  been 
seply  religious.  Woodrow  Wilson,  a  Calvinist,  beUeved  he 
as  one  of  the  elect,  chosen  to  lead,  teach  and  inspire.  He 
lid  in  1915:  "My  life  would  not  be  worth  living  were  it  not 
)r  the  driving  power  of  religion."  Ronald  Reagan  was  more 
jumble  in  his  approach,  but  religious  motivation  played  as 
.rge  a  part  in  his  presidency  as  it  did  in  Wilson's. 
Some  presidents  openly  sought  divine  guidance.  William 


McKinley  said  he  actually  got  down  on  his  knees  and  prayed 
to  God  for  advice  on  whether  America  should  annex  the 
Philippines.  A  President  is  a  lonely  man  at  times  of  crisis, 
when  momentous  decisions  must  be  taken,  and  it  is  natural 
for  him  to  share  his  anxieties  with  his  Maker. 

Studying  the  evidence,  I  have  noticed  that  the  awesome  na- 
ture of  the  office  tends  to  increase  religious  belief  in  its  holder. 
Washington  was  a  more  religious  man  when  he  left  office  than 
when  he  entered  it.  Experience,  he  said,  taught  him  that  "Of  aU 
the  dispositions  and  habits  which  led  to  political  prosperity.  Re- 
ligion and  Morality  are  indispensable  supports."  Dwight  Eisen- 
hower, who  never  lacked  faith,  had  it  reinforced  in  the  White 
House  and  came  to  the  same  conclusion  as  Washington.  He  said 
in  1954:  "Our  government  makes  no  sense  unless  it  is  founded 
on  a  deeply  felt  religious  faith — and  I  don't  care  what  it  is."  That 
was  badly  put,  but  one  understands  exactiy  what  he  meant. 

Lincoln,  too,  gradually  relinquished  his  scepticism  as  he  was 
obliged  by  the  Civil  War  to  make  decisions  affecting  countiess 
lives.  "I  am  satisfied,"  he  wrote,  "that  when  the  Almighty  wants 
me  to  do  or  not  to  do  a  particular  thing,  he  finds  a  way  of  letting 
me  know  it."  He  gave  a  magnificent  reply  when  asked  if  God  was 
on  the  side  of  the  North:  "I  am  not  at  all  concerned  about  that, 
for  I  know  the  Lord  is  always  on  the  side  of  the  right.  But  it  is  my 
constant  anxiety  and  prayer  that  I  and  this  nation  should  be  on 
the  Lord's  side."  That  is  the  true  spirit  of  religious  statesmanship. 

The  Need  for  Something  More 

Today  the  American  President — controlling  the  formidable 
machinery  of  the  sole  superpower,  which  will  soon  be  im- 
measurably enhanced  by  the  installation  of  the  first  effective 
missile  defense  system — wields  more  power  over  life  and 
death  than  did  any  of  his  predecessors.  And  he  is  more  in  need 
of  divine  guidance  than  ever  before.  1  always  felt  uneasy  about 
the  secular  character  of  the  Clinton  Administration,  marked 
by  only  conventional  genuflections  to  God.  It  is  reassuring 
that  the  new  Bush  Administration  is  made  up  of  many  men, 
from  the  President  on  down,  who  look  for  divine  guidance. 

It  is  right  that  the  most  powerful  man  on  earth  should  teel  he 
is  answerable  not  merely  to  American  opinion  and  world  opin- 
ion but  to  a  higher,  all-seeing  and  all-judging  power,  to  whom  in 
due  course  he  must  report  his  deeds  and  misdeeds.  For  as  the 
Bible  says:  "The  fear  of  the  Lord  is  the  beginning  of  wisdom."  F 


T<Vlf llP^  I  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto 

(aJI  aHBrna^cum  I  ZediUo,  formcr  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically 
'vriting  this  column.  To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forbes.com/commentary. 
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WE  DIDNT  JUST  JUMP  ON  THE, 
INFRASTRUCTURE  BANDWAGOh 

WE  BUILT  IT 


It's  time  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
"infrastructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
UnicenterJ  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
infrastructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
software.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
in  wire  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
overnight.  It's  token  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
when  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
the  software  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associate 


HELLO  TOMORROW  I  WE  ARE  COMPUTER  ASSOCIATES  I  THE  SOFTWARE  THAT  MANAGES  eBUSINESS 
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DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 


publisher@farbes.com 


GLOBAL  COOLING 


1ST  WEEK  MY  LITTLE  CESSNA  AIRPLANE  WAS  COMING  DOWN 
runway's  final  approach  like  a  Ping-Pong  ball  in  a  hurri- 
le.  I  did  what  you  are  supposed  to  do:  Add  200rpm  of 
wer,  stay  quick  on  the  rudder  pedals  and  ignore  the  urge  to 

Iicuate  your  bowels.  But  suddenly  at  100  feet  the  wind 
;ar  vanished.  All  was  as  calm  as  Christmas  morning.  I  was 
happy  about  this  lucky  break  that  I  forgot  to  pull  the 
A?er  back  as  my  Cessna  sailed  over  the  airport  fence. 
-  An  engineer  friend  later  told  me  that  he  would  never  de- 
n,  let's  say,  a  powerfiil  race  car  or  a  dragster  and  give  it  just 
ingle,  dinky  nosewheel.  Bad  idea,  we  both  agreed.  No  di- 
tional  stability  at  high  speed.  Wheelbarrow  city.  Of  course 
ragster  is  meant  to  go  like  a  napalmed  weasel  on  the 
)und.  Not  so  an  airplane.  It's  meant  to  go  only  as  fast  as  is 
;ded  to  generate  lift.  And  not  much  faster.  Ha-ha. 
I  got  the  wheels  down  okay.  Give  me  credit  for  that.  The 
1  began  with  that  sudden  wheelbarrow  lurch  to  the  right, 
^er  the  runway  and  through  the  weeds  to  grandmother's 
use  we  went.  The  plane  and  I  came  to  a  stop  on  a  taxiway  a 
arter  of  a  mile  away.  Pointed  in  the  direction  of  my  hangar! 
etty  as  you  please!  Neither  pilot  nor  plane  damaged!  The 
plane's  glistening  white  wheel  fairings  now  sport  a  few  rak- 
i  grass  stains.  Looks  cool,  like  my  daughter's  Skechers.  I 
ast  have  my  assistant,  Gheeva,  send  photos  of  the  new  color 
leme  to  Cessna's  chairman,  Russ  Meyer. 

J:ware  of  Polar  Bears 
me  of  you  will  say  this  is  a  bit  of  a  stretch,  but  I  blame  Global 
cling  for  this  mishap.  That  catchall  phrase,  "pilot  error," 
;t  doesn't  make  it  in  this  case.  The  winds  on  final  approach 
g  the  day  of  my  "incident"  swirled  more  than  a  Woody 
en  plotline  and  were  ruder  than  a  belch  in  church.  Up, 
•wn,  sideways,  fuU-on  flutter-blasters — then  suddenly  noth- 
5  at  all.  Such  winds  are  not  unknown  in  the  San  Francisco 
ly  Area.  They  announce  the  cold  fog  (and  sometimes  word 
another  Barry  Bonds  O-for-4),  usually  by  late  afternoon. 
Since  July  the  Bay  Area  has  been  practically  pushed  into 
hvada  by  these  cold  fogs — which  seem  worse  this  year.  It's 
j  en  one  fi-igid  summer  Global  Cooling  is  the  obvious  culprit, 
i  the  rate  we're  losing  temperature,  Salt  Lake  City  may  want 
i  relocate  the  giant  slalom  to  Nob  Hill  next  winter 
;  Silicon  Valley  continues  to  lay  off  workers  by  the  small 
iy's  worth,  while  up  in  San  Francisco  the  dot-coms  have 
aporated.  From  its  San  Francisco  nose  to  its  San  Jose  heel, 
ighway  101  used  to  look  like  a  Jaguar- and-Mercedes  park- 
g  lot  on  summer  evenings.  For  five  glorious  summers  of 


the  dot-com  boom,  those  big  European  V8s  played  bumper 
cars  at  30mph  and  threw  all  kinds  of  lovely  CO2  into  the  air. 
Sunshine  was  trapped  over  the  California  coast.  Everybody 
looked  up  and  smiled  and  spread  their  arms.  The  Nasdaq 
soared  on  wings  to  5000.  The  Giants  went  to  the  playoffs. 
Amateur  pilots  financed  leather-yoked,  air-conditioned 
Beech  Bonanzas  and  made  perfect  landings  and  the  first 
turnoff  every  time.  Life  was  good.  Life  was  warm. 

Now  life  is  colder  than  Al  Gore's  pecs.  The  hedge-fund 
polar  bears  are  out,  feasting  on  fish  like  me  who  bought 
Ariba  at  $30.  Gone  are  the  Jags  and  Bimmers.  Now  nasty  lit- 
tle Escorts  race  up  and  dovm  101,  throwing  mean  amounts 
of  CO2  into  the  air,  not  helping  at  all.  Fog  fingers  shove  their 
way  inland  and  blow  tiny  Cessnas  off  the  runway. 

I  feel  bad  about  flying  such  a  small  plane,  a  four-cylinder, 
aluminum  box  kite,  really.  BeUeve  me,  I  would  much  prefer 
to  do  my  civic  duty  and  try  to  heat  up  terra  firma.  You  know, 
fly  a  big  twin-engine,  600hp  Beech  Baron  that  eats  avgas  by 
the  half  ton  and  burps  carbon  dioxide  like  a  sumo  wrestler 
on  yeast  pills.  If  done  just  three  times  a  week  for  two  hours  a 
flight — say,  a  quick  trip  to  Santa  Barbara's  Elephant  GriU  for 
burritos  and  back — who  knows?  Eighth  of  a  degree  Fahren- 
heit warmer?  Quarter  of  a  degree?  The  burritos  might  con- 
tribute, too.  If  we  all  did  this  three  or  four  times  a  week,  those 
degrees  would  add  up. 

Attention  all  you  drivers  of  SUVs,  pilots  of  cabin-class 
twins,  captains  of  Cigarette  boats:  Now  is  not  the  time  to  go 
slack.  Fire  up  those  big  block  engines.  Let's  run  them  to  the 
red  line,  and  maybe  all  of  us,  working  together,  can  start  to 
warm  up  the  world  again. 

God  knows,  it's  been  a  cold  summer. 

Semiconductor  Warm  Front 

Chip  stocks  are  about  to  get  warm.  They  were  hit  by  a  perfect 
blizzard  a  year  ago  and  have  yet  to  recover.  Understand,  chips 
are  wildly  cyclical  in  the  best  of  times.  These  are  the  worst  of 
times.  Add  this  year's  deaths  of  mips-hogging  dot-coms  and 
telecoms.  To  complete  tlie  chip  sector's  misery,  note  the  post- 
poned buying  cycle  of  PCs,  which  normally  occurs  every 
three  years.  This  year's  squeaky-tight  corporate  budgets  have 
lengthened  the  cycle  to  four — or  more. 

But  the  bad  news  is  already  priced  into  the  stocks.  The 
good  news  lies  ahead.  Spread  your  risk  with  a  good  mutual 
fund,  such  as  Fidelity  Select  Electronics.  F 


T^V^f1lP>C  I  ^°      ^^^^  Digital  Rules  columns,  visit  our  Web  site  at 
I  www.forbes.com/karlgaard. 
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Where's  the  Bucks' 


PRIVATE  EQUITYI How 

Wendy's  founder  Dave  Thomas 
and  others  found  their  wallets 
$91  million  lighter  one  day. 

BY  MARK  TATGE 

SOME  PEOPLE  SHOULD  STICK 
to  flipping  burgers.  But  R. 
David  Thomas,  whose  4.3% 
share  of  Wendy's  Interna- 
tional is  worth  $135  million, 
can't  seem  to  resist  dabbling  in  far- 
flung  ventures  like  boat  retailing,  gas 
marketing  and — most  ruinously — text- 
book retailing. 

The  online  textbook  outfit,  called 
Ecampus.com,  seemed  like  a  good  idea 
two  years  ago  (FORBES,  Sept.  6,  1999) 
when  its  founder,  Wallace  Wilkinson,  of- 
fered tie-ins  with  his  chain  of  90  college 
bookstores.  Wilkinson's  enthusiasm 
caught  Thomas,  who  joined  the  board 
of  Ecampus,  lent  Wilkinson  $35  million 
and  induced  his  vnie  and  two  daughters 
to  invest.  Thomas  also  persuaded  friends 
to  chip  in,  telling  them  (as  related  in 
some  court  records)  that  this  investment 
was  "better  than  Wendy's."  All  told,  the 
Internet  company  raised  $91  million 
from  429  investors — including  former 
Miss  America  Phyllis  George,  country 
singer  Glen  Campbell,  Ronald  V.  Joyce, 
cofounder  of  the  Canadian  baked-goods 
chain  Tim  Morton's,  and  James  Patter- 
son, founder  of  Rally's,  the  burger  chain. 

Their  private  shares,  bought  at  be- 
tween a  split-adjusted  price  of  $1  and 
$3.90  in  1999,  are  now  worthless.  That's 
because  Ecampus  went  into  Chapter  1 1 
in  June — four  months  after  both 


Wilkinson  and  his  chain,  Wallace's 
Bookstores,  filed  for  bankruptcy.  The 
failure  of  Ecampus  has  caught  the  eye  of 
the  Securities  &  Exchange  Commission, 
which  is  investigating  whether  Wilkin- 
son, who  served  as  Democratic  governor 
of  Kentucky  from  1987  to  1992,  violated 
securities  laws  by  failing  to  register  100 


million  Ecampus  shares  sold  through 
series  of  private  placements  during  19' 
with  no  financial  disclosure. 

But  the  guy  sitting  in  the  hotte 
seat  is  Dave  Thomas.  Unable  to  unlea; 
their  legal  ire  against  Wilkinson,  who 
protected  from  litigation  under  bani 
ruptcy  laws,  28  investors  in  Florida  ar 
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^  Paper  Trail-Sort  Of 


campus  alleges  it  is  owed  nearly  $80  million  from 
i  Wallace's  Bookstores,  controlled  by  Wallace  Wilkinson. 

\  iirce  of  indebtedness  Amount  alleged 

'  ($mil) 


I  ipital  contribution  undocumented  for  original  subscription 
May  1, 1999  for  4.4  million  shares  of  Ecampus.com  stock 
3te  dated  May  18, 1999  by  Wallace's  Bookstores  


$47.0 


20.0 


dvances  by  Ecampus  to  WBI,  as  of  Dec.  8, 1999 


12.5 


I  tirce:  Wallace's  Bookstores  bankruptcy  filing. 

nessee  have  sued  Thomas  and  an- 
er  Ecampus  backer,  Hazard,  Ky. 

iaker  L.D.  Gorman.  The  suits  seek  to 
:over  at  least  $11  million;  they  allege 
nud,  misrepresentation  and  securities 
/violations.  Investors  accuse  Thomas 
participating  in  a  "Ponzi-type 
leme"  orchestrated  by  Wilkinson, 
ey  also  charge  that  their  money  was 
meled  from  Ecampus  to  service 
jrt-term,  high-interest  debt  owed  to 
omas  and  others  by  Wilkinson. 
What  happened  to  all  the  money? 
rious  court  documents  disagree 
3ut  amounts,  but  not  the  disappear- 
ce  of  the  funds.  "It  seems  that  the 
)ney  invested  in  Ecampus  never  got 
Ecampus,"  says  Ellen  Arvin  Kennedy, 
iwyer  with  Fowler  Measle  &  Bell,  the 
m  representing  Ecampus.  Kennedy 
i  ^s  she  can't  find  records  that  Ecampus 
l#eived  the  $47  million  that  Wallace's 
okstores  claims  to  have  paid  for  4.4 
Sllion  shares  of  Ecampus  stock, 
[here's  no  receipt,"  she  says.  "We've 
ed  a  forensic  accountant."  Also  miss- 
$20  million  the  bookstores  bor- 
ed from  Ecampus — $11  million  of 
t,  investors  allege,  to  settle  a  suit 
lUght  against  Wilkinson  by  the  state 
Kentucky  over  the  sale  of  a  hotel  in 
brt,  Ky.  and  $9  million  that  he  al- 
;edly  used  on  personal  expenses  and 
efforts  to  prop  up  his  bookstores. 
Wilkinson,  59,  isn't  talking.  In  a 
nkruptcy  filing  for  the  bookstore 
ain,  it  came  out  that  Wilkinson  per- 
hally  pulled  $405  million  from  the 
iiness  last  year.  When  attorneys  asked 
out  the  funds,  Wilkinson  cited  his 
ith  Amendment  rights  against  self-in- 
imination  at  least  140  times.  His  attor- 
I  y,  Robert  J.  Brown,  asserts  that  no  ev- 
I  ence  of  misappropriated  funds  has 


surfaced.  Wilkinson,  he 
says,  "can't  put  the  tooth- 
paste back  in  the  tube." 

A  few  facts  can  be 
gleaned  from  Wilkinson's 
own  bankruptcy,  when  he 
declared  liabilities  of 
$418.4  million  and  assets 
of  $86.8  million — includ- 
ing a  2,000-acre  cattie-and- 
grain  farm  in  Mercer  County,  Ky,  office 
buildings  in  Lexington,  Ky.,  78%  of  Wal- 
lace's Bookstores,  three  Mercedes  and  a 
63-foot  Sea  Ray  630  SSS  yacht. 

Rally's  founder  Patterson,  who  in- 
vested $5  million  in  Ecampus  and  has 
known  Wilkinson  for  years,  sheds  a  bit 
more  light.  He  says  that  he  and  wealthy 
Kentuckians  routinely  lent  Wilkinson 
tens  of  millions  of  dollars  at  annualized 
rates  of  20%.  The  money  was  used  to 
buy  textbooks  from  students  at  the  end 
of  the  school  year.  "We  were  all  wealthy 
people  who  played  cards  together, 
boated  together  and  socialized  together. 
It  was  like  the  Rat  Pack,"  says  Patterson. 
But  things  changed  when  Wilkinson 


stopped  repaying.  Patterson  says  that  he 
and  other  investors  and  lenders  are 
being  interviewed  by  the  FBI,  which,  he 
claims,  is  investigating  possible  criminal 
wrongdoing  from  transfers  of  money 
among  Wilkinson's  various  enterprises. 

Dave  Thomas,  banker  Gorman 
and  other  investors  are  trying  to  col- 
lect $235  million  in  loans  made  to 
Wilkinson.  The  senior  chairman  of 
Wendy's  is  probably  out  the  $51 1,895 
he  and  his  wife  invested  in  Ecampus, 
along  with  the  money  he  lent  to 
Wilkinson  and  the  $10  million  he 
pumped  into  the  book  chain.  He  is 
also  being  sued  on  his  personal  guar- 
antee of  another  $25  million  that 
Wilkinson  borrowed  from  the  United 
Company,  a  construction  and  mining 
outfit  in  Bristol,  Va.  Thomas'  lawyer, 
Duke  W.  Thomas,  calls  that  suit,  as 
well  as  the  actions  in  Florida  and  Ten- 
nessee, "baseless"  and  without  merit. 

Thomas,  69,  is  recovering  from 
gall  bladder  surgery.  The  whole 
episode,  says  his  lawyer,  "is  embar- 
rassing to  him."  F 


Cable  Crazy 


D  E  A  L  s  I  Entranced  by  dreams  of  selling  phone  service,  Comcast 
and  others  think  they  can  justify  paying  $58  billion  for  AT&T's 
cable  assets.  For  their  investors,  it  sounds  more  like  a  nightmare. 


J 


BY  SCOTT  WOOLLEY 

lAWS  DROPPED  WHEN  AT&T 
Chief  Executive  C.  Michael 
Armstrong  offered  to  pay  $110 
billion  for  Id's  and  MediaOne's 
cable  empires  two  years  ago.  Arm- 
strong was  forking  out  close  to  $4,500 
per  U.S.  subscriber — an  impossibly 
large  investment  to  repay  with  the 


digital-cable  packages  (maybe  $20 
more).  Most  important,  though,  was 
his  plan  to  pump  phone  service 
down  his  new  cables.  That  could 
yield  $50  a  month  in  revenue  (half  of 
which  is  likely  to  be  profits). 

Cut  to  the  present:  AT&T  now  has 
848,000  customers  getting  phone  ser- 
vice over  its  cable  lines,  6%  of  its  total, 
well  below  Armstrong's  early  projec- 
tions. Only  one  in  five  customers  is 
paying  for  digital  video  and  one  in  ten 


$20  a  month  in  operating  income  a 
typical  cable  TV  user  generates. 

Trust  me,  said  Armstrong,  televi- 
sion is  just  the  start.  .  ,  , 
AT&T  would  use  its  new  WG  VG  bGGIl  WaitlHg  fOr  tHiS 
pipes  for  high-speed  In-         ■       i              ■  j  ■ 

ternet  access  (another  tGchnologv  to  DG  rGady  in  two 

$40  a  month  in  rev-  #        •      ■  #. 

enue)  and  premium  ycars  f or  tHc  last  f IVG  yGars. 
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Dynastic  duo:  Can 
Comcast's  Ralph  and 
Brian  Roberts  do  what 
AT&T  could  not? 


for  high-speed  Internet  connections. 
Those  numbers  yield  an  average  bill  of 
just  $55  a  month,  and  generate  operat- 
ing income  (in  the  sense  of  earnings  be- 
fore depreciation,  interest  and  taxes)  of 
$152  a  year  per  subscriber.  At  that  rate 
it  would  take  30  years  to  pay  back  the 
$4,500  initial  cost — ignoring  interest 
and  maintenance  costs. 

And  yet  here  comes  another  group 
of  companies,  led  by  Comcast,  that  be- 
lieves the  same  subscribers  are  worth 
at  least  what  Armstrong  paid  two  years 
ago  (after  accounting  for  asset  sales). 
Comcast's  original  offer  started  at 
$4,300  per  subscriber,  though  the  final 
price  will  surely  jump  near  $5,000  now 
that  AOL  Time  Warner,  Disney  and 
others  are  interested. 

Comcast  says  it  can  make  the  in- 
vestment pay  by  raising  AT&T  Broad- 
band's  operating  margin  from  the 
current  23%  to  Comcast's  43%.  But 
even  Comcast  Cable  President 
Stephen  Burke  admits  extra  sources  of 
revenue  are  required.  From  where? 
Yep,  the  same  places  Armstrong 
thought:  Internet  access,  digital 
cable — and  telephone. 

Comcast  is  counting  on  a  new  tech- 
nology called  "packet  cable"  that  it  be- 
lieves will  let  it  get  big  telephony  rev- 
enues with  minimal  extra  capital 


investment.  "Packet  cable"  is  supposed 
to  cut  the  price  of  upgrading  cable  sys- 
tems to  provide  phone  service  from 
$1,000  to  $400  or  so  in  two  years.  Com- 


cast's plans  are  eerily  reminiscen 
what  AT&T  predicted  when  it  got  i 
the  cable  biz.  "We've  been  waiting 
[packet  cable]  to  be  ready  in  two  ye 
for  the  last  five  years,"  says  Solon 
Smith  Barney  cable  analyst  Jack 
Grubman.  And  he  says  not  to  bet 
the  technology  reaching  the  reliabi 
of  phone  service  in  two  more  years 

Here's  some  telling  math.  Say  ev 
AT&T  cable  subscriber  suddenly  sti 
ordering  $100  in  services  a  month  i 
continues  to  do  so  forever.  The  pr^ 
margin  magically  jumps  to  Comca 
current  level  and  stays  there.  The  ca 
plant  never  requires  another  dime 
maintenance.  Result:  Each  subscri 
throws  off  $515  a  year  in  spenda 
cash.  Discounted  at  12%,  that  c; 
stream  is  worth  $4,300,  a  few  hund 
less  than  any  acquirer  is  likely  to  pa 

Mike  Armstrong  threw  billions 
cable  in  a  desperate  attempt  to  salv; 
his  dying  long-distance  busine 
What's  Comcast's  excuse? 


Foot  in  Mouth 


PUBLIC  RELATIONSIA  report  funded  by  Philip  Morris  point 
out  one  of  the  fiscal  benefits  of  cigarettes  in  the  Czech  Republic:  People  w 
smoke  them  die  young,  saving  on  pension  costs.  Red-faced,  the  Marlbc 
maker  apologized.  But  take  heart,  Philip  Morris.  Your  folks  aren't  the  only  or 
who  say  really  stupid  stuff. 


speculated  about 
sexual  history." 


REP.  GARY  CONDIT: 
His  spokeswoman, 
Marina  Ein,  tried  to 
deflect  scrutiny  of 
Condit  in  July  by  re- 
portedly referring  to 
"Chandra's  history  of 
one-night  stands." 
BACKLASH:  Forced 
to  deny  that  she  ever 
Chandra  Levy's  sordid 


PETA:  People  for 
the  Ethical  Treat- 
ment of  Animals 
suggested  college 
kids  drink  beer  in- 
stead of  milk- 
drinking  milk  is 
cruel  to  cows. 
BACKLASH: 
Mothers  Against 
Drunk  Driving  and  others  made  a  stink. 


PROCTER  &  GAM 
BLE:  Promoting 
Scope  mouthwash 
the  company  nam) 
Rosie  O'Donnell  a: 
one  of  the  nation 
"least  kissable" 
celebrities. 
BACKLASH:  Rosie 
bashed  Scope  on 
her  talk  show,  say 
ing  "If  you're  a  dope,  you  use  Scope." 

EAT  ME  NOW 
FOODS:  To  com- 
plaints that  Crave 
a  candy  made  up  ot 
white  sugar  in  a  tes 
tube,  resembled 
cocaine,  company 
President  Steve  Corri  called  parents 
"constipated  hypocrites." 
BACKLASH:  Eating  crow,  Corri  pulled  thi 
product.  —Melanie  We- 
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SONl^ 


DREAM  ON" 


FIRST  IT  ELIMINATED  VINYL. 
THE  PHOTO  ALBUM  IS  NEXT. 


ose  of  you  who  don't  remember,  a  vinyl  album  was  a  big,  dusty,  scratchy,  round  thing  that  people  used  to  play  music.  Until  the  day  the  CD 
d.  So  simple,  yet  revolutionary.  So  small,  yet  full  of  space.  So  thin,  yet  practically  indestructible.  The  rest  is  history.  Nowadays,  the  CD  is 
liversal  digital  media  standard  everybody  knows  and  trusts.  With  that  in  mind,  Sony  created  the  new  CD  Mavica  digital  camera.  The  first  and 
ligital  camera  line  to  capture  and  burn  crisp  digital  images  onto  a  universal  3"  CD-R  that's  just  under  $5.  With  advanced  features  like  an 
thium''  rechargeable  battery,  up  to  3.3  Mega  Pixel  and  3x  Optical  Carl  Zeiss  lens  on  select  models,  you  can  easily  take,  share,  and  store 
1,300  images  on  a  156  MB  CD-R,  virtually  forever.  And  don't  get  rid  of  your  photo  album.  Everyone  knows 
aluable  vinyl  can  be  these  days.  For  more  information  or  your  nearest  retailer,  visit  us  at  www.sony.com/d 


i  CD  Mavica 


'  Electronii 


ights  reserved.  Reprodijcticin  in  whole  or  in  part  without  written  permissii 


.  prohibited.  Sony.  Dream  On,  and  Mavica  are  trjdemark^  ol  Sony. 


Till  Death 
Do  Us  Part 

L  A  w  s  u  I T  s  I  Herbalife  is 
finding  out  that  hell  hath  no 
fury  like  an  ex-wife  scorned. 

BY  JOHN  GORHAM 

LIKE  MOST  9-YEAR-OLDS  IN  SOUTH- 
ern  California,  Alexander  Hughes 
likes  to  skateboard  and  surf.  But 
this  kid  also  packs  a  lot  of  power.  It's  for 
his  benefit  that  his  mom,  Suzan  Hughes, 
has  precipitated  a  crisis  at  Herbalife  In- 
ternational, the  pyramid-sales  empire 
founded  by  Mark  Hughes,  Alexander's 
father,  and  Suzan's  ex-husband  when  he 
died  last  year. 

"I  am  standing  up  for  my  9-year- 
old's  rights.  And  these  people  don't 
think  he  has  rights,"  fiimes  Suzan,  a  for- 
mer Miss  Petite  U.S.A.,  from  her  Bev- 
erly Hills  office.  "I  have  been  pleading 
for  my  son  for  some  of  his  dad's  posses- 
sions. It's  taken  months  and  months  to 
get  a  drum  set,  a  watch,  a  briefcase." 

She  didn't  just  get  mad.  She  sued.  In 
May  she  filed  a  petition  to  remove  the 
trustees  of  the  $244  million  Mark 
Hughes  Family  Trust,  whose  sole  bene- 
ficiary is  young  Alexander,  Hughes'  only 
child.  The  trust  is  also  the  controlling 
shareholder  of  Herbalife,  with  a  57% 
voting  stake.  Its  trustees  include  current 
Herbalife  Chief  Executive  Officer 
Christopher  Pair,  Chairman  John 
Reynolds  and  Executive  Vice  President 
Conrad  Klein. 

Though  the  trustees  and  the  com- 
pany have  denied  the  allegations  and 
lashed  back  at  Suzan  in  their  response, 
the  damage  is  already  done.  Her  allega- 
tions were  partly  responsible  for  a  blis- 
tering missive  late  last  month  ft-om  Steel 
Partners  II  and  Jana  Partners,  which 
own  3.9%  of  the  Class  B  stock,  seeking 
to  put  the  company  up  for  sale.  Among 
other  complaints,  the  firms  cited 
Suzan's  allegations  that  the  trustees  are 
using  their  power  to  enrich  themselves 
at  the  expense  of  the  company  and  the 
trust,  with  lavish  salaries  and  perks, 
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long-term  employment  contracts  and 
golden  parachutes. 

"Suzan's  lawsuit  is  really  going  to  be 
significant.  They  have  a  very  good 
chance  of  being  removed  as  trustees," 
says  Barry  Rosenstein,  the  managing 
partner  of  San  Francisco-based  Jana 
Partners.  Herbalife  is  said  to  be  seriously 
considering  a  recent  buyout  offer. 

Suzan  Hughes'  legal  papers  claim  the 
trustees  have  curious  qualifications  to 
run  Herbalife:  Pair  is  a  "convicted  thief 
once  arrested  for  shoplifting  (since  ex- 
punged) and  Reynolds,  the  disputed  fa- 
ther of  Mark  Hughes,  is  a  "former 
plumbing  supply  subcontractor"  who 


was  installed  as  chairman  after  Hug 
died.  Jana  and  Steel  also  allege  that 
board  has  brushed  off  two  bids  for 
company,  and  that  Pair,  Reynolds ; 
Klein  are  trying  to  lead  their  own  1> 
out.  But  then  Suzan  helped  one  se 
other  bidders  who,  the  company  he 
fiiUy  points  out  in  its  response,  inclu« 
a  convicted  felon. 

Suzan  says  she  just  wants  to  b 
good  mom.  "I  have  always  put  my 
first.  And  now  I  am  getting  beat  up 
it.  This  is  what  Mark  would  want, 
wanted  his  son's  wishes  put  first." 

Not  just  posturing:  Mark  and  former  v 
Suzan  Hughes  in  happier  times,  in  IS 


n  u  a  I 


The  latest  fad  in 
lending:  extra 
credit  for  low-flus 
toilets  and  energy 
saving  appliances. 


H  0  u  s  I  N  G  i  Are  people  who  live  near  public  transit  better  credit 
risks?  Environmentalists  would  like  you  to  think  so. 


BY  IRA  CARNAHAN 

THE  LATEST  IN  SOCIAL  ENGINEER- 
ing:  the  location-efficient  mortgage 
program.  Under  this  new  scheme, 
the  purchaser  of  a  house  or  condo  near  a 
subway  or  bus  stop  can  quahfy  for  a 
mortgage  as  much  as  45%  bigger  than 
his  income  would  normally  allow.  And 
he  has  to  put  only  3%  of  the  purchase 
price  down. 

The  LEM  program  was  dreamed  up 
by  the  Natural  Resources  Defense  Coun- 
cil and  developed  with  grants  from  the 
Environmental  Protection  Agenc}'  and 
the  Energy  and  Transportation  depart- 
ments. Fannie  Mae  has  agreed  to  buy 


$100  million  of  LEMs  now  offered  in  San 
Francisco,  Seattle,  Los  Angeles  and 
Chicago. 

The  rationale  for  the  loosened  LEM 
lending  standards:  Buyers  in  areas  with 
public  transit  have  lower  transportation 
costs  and  so  can  spend  more  on  hous- 
ing. But  to  qualify  for  a  LEM  you  don't 
have  to  use  public  transit.  Witness  Judy 
Peralta,  who  bought  a  new  house  in 
Chicago  this  spring  with  a  LEM.  Now  she 
hops  in  her  car  every  morning  and  drives 
to  her  job  in  the  suburbs.  She's  a  fan  of 
the  LEM  program  but  explains  that 
switching  to  public  transit  would  double 
her  commute  to  an  hour  each  way. 


Location-efficient  mortgaj 
are  too  new  for  their  performai 
to  be  analyzed.  But  in  a  soon 
be-published  study,  economi 
Allen  Blackman  and  Alan  Krt 
nick  of  Resources  for  the  Futu 
a  D.C.  think  tank,  raise  seric 
doubts.  They  point  out  that  b 
rowers  in  areas  that  would  qua! 
for  LEMs  have  default  rates  tl 
are  the  same  as  borrowers  of  si] 
ilar  income  in  areas  which  wouldi 
qualify.  And  that's  without  the  higF 
debt-to-income  ratios  or  lower  dov 
payments  that  LEMs  allow.  The  econ 
mists  also  argue  that  the  transportati 
savings  assumed  in  LEM  calculations  i 
exaggerated. 

No  matter.  Environmentalists  ai 
Fannie  Mae  are  pushing  a  slew  of  oth 
green  mortgages.  Smart  Commute, 
Minneapolis,  offers  bigger  loans  to  be 
rowers  with  fewer  cars  and  access  to  mi 
transit.  The  Home  Performance  Pow 
Initiative  allows  buyers  of  houses  wi 
energy-efficient  appliances  and  low-flu 
toilets  to  borrow  more,  with  0%  dowi 
Mix  banking  and  politics  and  you ! 
some  curious  creatures. 


Trl^er  Unhappy 


B  R  A  N  D  i  N  G  I  Facing  a  graying  market,  gunmakers  tried  to 
target  young  people  with  soft  videogames.  It  was  a  long  shot. 

BY  SILVIA  SANSONI 

No  MATTER  HOW  HAED  THEY  TRY, 
gunmakers  can't  seem  to  please. 
Three  years  ago  firearms  brands 
Colt,  Remington  Arms,  Browning  and 
arms  retailer  Cabela  hooked  up  with 
gamemakers  to  create  kid-friendly 
computer  games.  Wary  of  being  ac- 


cused of  enticing  children,  the  sponsors 
ordered  up  sanitized  games:  no  be- 
headings or  splattered  body  parts. 

Surprise — many  of  the  games  have 
been  duds.  It  seems  they  don't  give 
nearly  enough  bang  for  the  buck  and 
are  way  too  kid-friendly  for  most  kids. 


Browning's  four  titles — ^African  Safa 
Duck  Hunter,  Elk  Hunter  and  Turk 
Hunter — sold  a  combined  175,000 
date.  "It  wasn't  a  great  success,"  sa 
Browning  marketing  director  Trav 
Hall.  Encore  Software,  publisher 
Colt's  Wild  West  Shootout,  spiked  th 
game  after  it  sold  only  15,000  units 

Videogame  Web  sites  trash( 
Colt's  Wild  West:  "Archaic  ...  an  '8( 
arcade  classic.  The  old-timey  tune 
like  'She'll  Be  Coming  'Round  t 
Mountain,'  almost  drove  me  overt 
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Remington's 


Top  Shot 


meNumberis? 


More  Action,  Please 

What  do  kids  want  in  a  videogame?  It's 
pretty  clear  from  these  numbers.  | 

Number  of  Browning's  Turkey 
Hunter  games  sold.  It's  the  worst- 
selling  in  the  gun-branded  category.  } 

Number  of  Cabela's  Big 
Game  Hunter  II  games  sold.  It's  the 
bestselling  in  that  category. 

Number  of  Diablo  2 
games  sold  since  release  in  June 
2000.  It's  a  violent  hack-and-slash 
game. 

Source:  NPD  IntelEct. 


edge,"  reads  a  review  on  ING.com. 

While  the  reviews  found  the  games 
too  squishy,  gun-control  groups  suf- 
fered game  rage.  Last  December  a  re- 
port by  Washington-based  Violence 
Policy  Center  denounced  the  games  as 
a  ploy  to  market  guns  to  children.  Some 
of  the  games  allow  players  to  click  on  a 
link  that  takes  them  to  the  company's 
Web  site — and  its  weapons  catalog. 
And  to  play,  gamers  pick  from  dozens 
of  branded  weapons  onscreen. 

The  criticism  gave  cold  feet  to  gun- 
makers  whose  titles  have  done  well. 
Remington  yanked  its  brand  off  a  game 
sequel  because  it  featured  SWAT-style 
firing  at  pop-up  targets  that  look  like 
human  figures.  Submachine  gun  maker 
Heckler  &  Koch,  whose  assault 
weapons  are  featured  in  a  popular  Tom 
Clancy  videogame,  has  requested  that 
its  weapons  not  appear  in  the  sequel. 
Even  Cabela,  whose  seven  hunting 
games  have  sold  almost  2  million  units, 
is  planning  to  downplay  shooting 
games  in  favor  of  camping,  off-road 
driving  and  fishing  games. 

So  much  for  brand  extension.  F 


Take  the  Money  and  Run 

p  0  L I  c  Y  I  The  rich  incentives  that  cities  give 
businesses  to  come  to  town  work  fine— until  they  don't. 


BY  ELIZABETH  MACDONALD 

WHEN  INTEL  BROKE  GROUND 
IN  March  2000  on  a  lO-story 
chip-design  center  in  down- 
town Austin,  the  project  was  feted 
with  a  big,  Texas-style  barbecue — and 
$15.1  million  in  proposed  subsidies 
from  the  city.  A  year  later  Intel  pulled 
the  plug.  An  eyesore  of  a  concrete  car- 
cass now  sits  behind  a  chainlink  fence 
crowned  with  barbed  wire. 

Austin  is  a  double  loser  in  this 
deal.  Not  only  is  it  stuck  with  an  eye- 
sore, but  it's  out  the  $450,000  in  in- 
centives it  had  given  Intel.  Lots  of 
cities  have  Intel-type  stories  to  tell. 
The  economic  downturn  has  stalled 
development  plans  across  the  country, 
leaving  them  with  no  job  growth  to 
show  for  millions  in  tax  abatements 
and  handouts.  Indeed,  even  in  better 
times  cities  are  sometimes  stuck  when 
companies  renege  on  promises. 

In  October  1999  New  York  City 
announced  a  $3  million  incentive 
package  for  USWeb.  The  Internet  ser- 
vice provider  agreed  to  add  1,357 
workers  over  15  years  to  the  586  em- 
ployees it  already  employed  in  New 
York.  Less  than  two  months  later 
USWeb  merged  with  a 
technology  consulting 
firm  and  laid  off  20% 
of  its  New  York  City 
work  force. 

That's  not  all  that 
unusual,  according  to  a 
new  study  by  the  Center 
for  an  Urban  Future,  a 
nonprofit  research  group 
in  Manhattan.  It  says  that 
since  1988  New  York  City 
and  the  state  have  autho- 
rized $2  billion  in  subsi- 
dies for  80  companies  in 
exchange  for  promises  to 
maintain  or  increase  jobs 
in  the  Big  Apple.  The 
study  says  that  39  com- 


panies entided  to  incentives  later  elir 
nated  jobs  in  New  York  or  put  thei 
selves  up  for  sale.  Never  mind  t 
promises  they  made  to  get  the  subsidi 
Cities  and  states  generally  dc 
lousy  job  of  holding  companies'  f< 
to  the  fire.  An  analysis  by  the  Institi 
on  Taxation  &  Economic  Policy 
Washington,  D.C.  found  15  stal 
were  still  giving  money  to  compan 
that  didn't  follow  through  on  thf 
agreements,  such  as  training  a  certa 
number  of  workers. 

Lack  of  accountability  is  oi 
thing;  many  Austin  residents  thii 
they've  got  a  bigger  problem.  Tl 
city  has  authorized  at  least  $60  mi 
lion  in  subsidies  to  get  a  stream 
companies  to  build  in  the  area.  B 
a  recent  survey  found  that  54% 
voters  oppose  the  incentives  becau 
they  fear  they  are  hurting  Austin 
quality  of  life  (traffic  congestion 
horrendous)  and  raising  proper 
taxes.  This  had  led  local  businessmj 
Mark  Tschurr  to  buy  an  ad  in  tl 
Austin  Chronicle  that  asks,  "Have  yc 
seen  your  latest  property  tax  bil 
Angry?  You  should  be!  but  ...  Isn 
Austin's  Growth  Great?" 


Not  too  many  jobs  created  here:  unfinished  Intel  building 
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Chrysler's  Dieter  Zetsche,  an  engineer  from 
Germany,  is  dragging  America's  favorite  under- 
dog back  to  recovery.  Who  woulda  thunk  it? 
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\nti-lacocc 


id  images.  It  is  hard  to  applaud  when 
impany  loses  $125  million  in  a  quar- 
jas  it  did  in  the  second,  and  promises 
)se  at  least  $2  billion  for  the  year,  but 
amounted  to  good  news  for 
ysler. 

With  the  turnaround  beginning  to 
r  firuit,  says  Zetsche,  "This  is  really 
transition  from  crisis  and  trouble 
k  to  the  automotive 
iness." 

Zetsche  predicts  that 
ysler  Group  wiU  make  a 
tax  $2  billion  profit  for 
jerman  owners  in  2003. 
s  can  go  wrong  before 
1,  and  in  the  long  term 
still  has  to  answer  his 
gest  challenge:  Can  he 
in  out  new  gotta-have-it 
5  and  trucks,  much  the 
^  the  old  Chrysler  in- 
ted  the  minivan  and  sold 
y  boomers  on  Jeeps? 
Still,  Zetsche,  the  one- 
le  Mercedes  chief  engi- 
r,  is  doing  the  right  things 
iteer  the  giant  manufacturer  past  its 
.ncial  goals — and  win  over  Detroit 
)tics.  Think  of  Zetsche  as  the  anti-Ia- 
ca,  as  low-key  as  Lee  lacocca  was 
[er-than-life,  more  likely  to  gain  ad- 
ents  v/ith  self-deprecating  humor 
n  with  publicity  stunts.  Even  his  Ger- 
n  accent  helps:  It  is  hard  for  American 
jloyees  to  quake  Ln  fear  at  a  man  who 
cs  about  the  "weehicles"  Chrysler 
Ids  and  who  loves  to  zoom  around 
track  in  a  450hp  Dodge  "Wiper." 
Zetsche  brought  along  his  wun- 
kind  deputy,  Wolfgang  Bernhard,  40, 


and  the  Batman  and  Robin  team  have 
settled  into  a  kind  of  good  cop/bad  cop 
routine:  Zetsche,  the  good  cop,  is  in 
charge  of  increasing  revenue.  Bernhard 
is  in  charge  of  cutting  costs  and  bust- 
ing heads  (and  supplier  profit  margins). 

In  the  short  term,  cost-cutting  is 
critical  to  Chrysler's  success.  After 
Daimler  bought  Chrysler  in  1998,  de- 


With  Chrysler  facing  billion-dollar  losses,  Zetsche  moved  to  Detroit 
from  Germany  and  announced  a  turnaround  plan.  Early  results: 


GOALS 

2001 
PLAN 

FIRST-HALF 
2001 

2002 

2003 

Cost  cuts 

$2.1  bil 

$2.7  bil 

$4  bil 

$6  bil 

Revenue  increase 

$1  bil 

revenue  down 

$1.7  bil 

$2.1  bil 

Job  cuts 

19.300 

13,000 

4,200 

2,500 

Chrysler  Group  adjusted 
operating  profit/ (loss) 

($2.25  bil) 

($1.33  bil) 

modest  profit 

>$2  bil 

signers  and  engineers  added  thousands 
of  dollars  in  features  to  vehicles,  too 
much  to  recoup  once  car  pricing 
turned  deflationary. 

Chrysler  saved  $2  billion  by  simply 
declaring  it  would  pay  suppliers  5% 
less  for  parts  it  bought  this  year.  To  cut 
procurement  costs  by  an  additional 
10%  over  three  years — another  $3.8 
billion — the  company  and  its  suppli- 
ers have  set  up  55  teams,  each  on  a  mis- 
sion to  find  cheaper  and  simpler  ways 
to  build  hundreds  of  boring  car  parts 
that  customers  don't  see. 


Examples:  Chrysler  will  save 
$100,000  by  changing  the  design  of  a 
vapor  tube  attached  to  the  PT 
Cruiser's  gas  tank.  It  will  save  $4  mil- 
lion— $5.20  per  vehicle — by  simplify- 
ing the  wiring  on  Dodge  Ram  tail- 
lights.  By  adding  a  CD  player  to  almost 
all  its  cars  and  trucks,  instead  of  buy- 
ing some  radios  with  cassette  players 
and  some  with  CDs,  it  will 
shave  15%  from  its  stereo 
bill  next  year. 

To  make  sure  the  paper 
savings  materialize,  Bern- 
hard  had  the  company's 
computer  system  repro- 
grammed  with  a  powerful 
spreadsheet.  It  can  calcu- 
late how  much  each  of 
Chrysler's  cars  and  trucks 
costs  to  build  at  a  given 
moment.  When  the  re- 
designed fuel  tank  vapor 
tube  system  comes  online 
later  this  year,  the  com- 
puter should  show  that 
each  PT  Cruiser  costs  50 
cents  less  to  build.  By  the  end  of  this 
year  hundreds  of  tiny  changes  will 
allow  Chrysler  to  spend  $600  less 
building  each  PT  Cruiser,  Bernhard 
says.  That  would  send  an  extra  $180 
million  to  profits  next  year. 

On  the  revenue  side,  the  recovery 
is  going  slower.  Chrysler  is  leaning  on 
its  4,344  dealers  to  bring  in  an  extra  $1 
billion  this  year  but  is  falling  short  be- 
cause of  the  sluggish  economy. 

In  the  long  term  success  comes 
down  to  building  weehicles  customers 
can't  pass  up.  Zetsche  concurs  that  he 
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Introducing  Acura  MDX.  It  wasn't  about  finding  shortcuts.  We  designed  the  240-hp  MD. 
one  mission.  To  deliver  more.  More  power,  performance  and  flexibility  than  just  about  any  other  luxury  SUV  in  it: 
So,  if  you're  climbing  dirt  roads  along  Half  Moon  Bay,  you'll  appreciate  a  leather-appointed  interior,  split  fold 
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nd  available  in-dash  6-disc  CD  changer.  And  thanks  to  our  revolutionary  VTM-4'"  electronic  4-wheel-drive 
,  you'll  have  the  gumption  to  take  nn  almost  anything.  There's  a  whole  world  out  there.  Get  acquainted. 

i  n  g  the   SUV   to   a   p  1  a  c      i  i   s   n  e  v  e  r  been   b  c  lore.  ®ACURA 
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Tails  We  Win 

Citicorp  lost  billions  in  Latin  America 
in  the  1980s.  The  region's  latest  troubles, 
conversely,  could  mean  big  gains  for 
Sandy  Weill's  financial  behemoth. 


Firm  hand  in  Latin  America:  Citigroup's  head  of  emerging  markets,  Victor  Menezes. 


can't  count  on  having  a  breakthrough 
hit  to  bring  Chrysler  back.  So  he  and 
Bernhard  will  make  do  for  the  next 
few  years  by  dribbling  out  designs  al- 
ready in  the  pipeline.  There's  the  Jeep 
Liberty — a  likely  hit,  but  just  9%  of 
the  company's  unit  sales.  "We  have  to 
revitalize  the  Jeep  brand,"  Zetsche 
says.  To  do  that  he  plans  to  expand  the 
lineup  beyond  the  three  current  Jeeps, 
but  he  hasn't  settled  on  whether  it  will 
include  pickup  trucks,  cars  and  other 
vehicles. 

In  September  comes  a  new  Dodge 
Ram  pickup,  but  that's  likely  to  prove  a 
missed  opportunity  because  it  looks  so 
much  like  the  current  model. 

Zetsche's  biggest  worry  is  external. 
Asian  and  European  makers  are 
launching  one  new  model  after  another 
aimed  at  Chrysler's  strongholds:  sport 
utilities  and  minivans.  Chrysler's  share 
of  the  16.5  million  U.S.  market  has 
taken  a  hit  as  a  result,  dipping  in  the 
first  half  to  13.6%  from  14.4%  a  year 
ago.  That's  well  below  the  14%  share 
anticipated  for  this  year  in  the  turn- 
around plan. 

Chrysler  may  never  again  reach  the 
$5.1-biIlion-a-year  operating  profit 
summit  it  reached  in  1999.  But  by 
hammering  DaimlerChrysler's  stock 
price  and  threatening  Chairman  Jiir- 
gen  Schrempp's  job,  Chrysler's  finan- 
cial crisis  has  succeeded  in  getting  the 
German  parent  to  work  harder  at  in- 
tegrating the  two  units.  Schrempp  and 
his  lieutenants  have  moved  from 
schadenfreude  to  sympathy  for 
Chrysler's  plight.  They  have  signed  off 
on  Zetsche's  forecast  of  losing  up  to 
$2.5  billion  this  year,  even  though 
Zetsche's  American  predecessor  was 
fired  after  predicting  the  same  loss. 
And  Mercedes  has  stopped  balking  at 
sharing  electrical  systems  and  other 
under-the-skin  parts  with  down-mar- 
ket Chrysler. 

As  it  does  each  decade,  Chrysler  is 
starring  in  a  corporate  melodrama, 
playing  the  scrappy  hero  tied  to  the 
railroad  tracks.  The  company  has  al- 
ways managed  to  wriggle  free  at  the  last 
moment.  F 


BY  KERRY  A.  DOLAN 

AT  ABOUT  $35  BILLION,  CITI- 
group's  credit  exposure  to 
Latin  America  is  the  largest 
of  any  U.S.  financial  institu- 
tion. And  the  regional  stake 
held  by  what  boasts  of  being  the 
world's  top  emerging  markets  bank  is 
about  to  grow  dramatically.  But  with 
Argentina  teetering  on  default  and/or 
devaluation,  this  hardly  seems  like 
something  to  brag  about. 

Especially  when  you  remember  the 
1980s,  when  Citicorp,  the  banking  side 
of  this  financial  services  giant,  burned 
its  fingers  lending  to  Latin  American 
governments.  In  1987  it  reserved  $3  bil- 
lion against  bad  loans  and  posted  a 
$1.14  billion  net  loss. 


But  that  was  then.  In  an  ironic  tw 
on  former  chairman  Walter  Wristor 
famous  assurance  that  countries  ne\ 
go  bankrupt,  today's  Citi  is  in  bett 
shape  because  it  doesn't  do  1980s-st) 
sovereign  lending.  Capital  markets  ha 
developed  since  then  to  spread  the  ri: 
among  many  more  borrowers.  No 
Citi,  like  other  big  banks,  emphasizi 
the  pursuit  of  fees  while  actively  hedj 
ing  the  exposure  it  does  keep. 

Victor  Menezes,  a  29-year  Citi  ve 
eran  and  its  emerging  markets  boss,  fij 
ures  the  bank  will  boost  market  shai 
and  increase  its  profitability  throug 
the  current  crisis.  "There's  a  big  flight  t 
quality,"  he  says.  "People  want  to  kee 
their  money  in  safe  banks  and  borro' 
fi-om  banks  that  will  be  around,  so  the 
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Stop  pretending  your  network  is  smarter  than  it  really  is. 


Listen  up:  EDS'  Intelligent  Network  Foundation  wraps 
voice,  video  and  data  (including  e-mail)  into  one  supremely 
smart  system.  In  the  office  or  on  the  road,  our  latest 
reliable  infrastructure  service  is  flexible,  secure,  private 
and  easy  to  access.  To  learn  more  about  managing  the 
complexities  of  the  digital  economy,  call  888-889-1392 
or  visit  www.eds.com/whatwedo^ 
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CITIGROUP 


come  to  us."  Citibank  has  been  in  Ar- 
gentina since  1914,  in  Brazil  since  1915. 

It  wouldn't  be  the  first  time  Citi  prof- 
its from  a  crisis.  The  two  years  following 
the  Mexican  peso  devaluation  in  1994 
were  among  Citicorp's  best  in  that  coun- 
try. In  one  year  its  market  share  of  rev- 
enues in  Mexico  nearly  doubled  to  4.9%. 
Menezes  says  Citi's  market  share  also  in- 
creased with  the  1997  Asian  crisis,  the 
1998  Russian  crisis  and  subsequent  de- 
valuations in  Brazil  and  Turkey.  "When 
it  starts  hitting  the  fan,  Citi  cleans  up," 
says  Philip  Guarco,  a  senior  credit  offi- 
cer at  Moody's  and  a  former  lending  of- 
ficer for  Citicorp  in  Mexico. 

Citi  typically  lends  to  low-risk  bor- 
rowers like  units  of  multinationals 
(whose  parents  usually  intervene  to  help 
pay  loans  if  necessary),  plus  what  it  calls 
"top-tier  local  corporates."  More  recendy 
it  has  been  targeting  somewhat  riskier 
customers:  companies  with  sales  of  less 
than  $50  million. 

To  manage  this  risk,  about  four  years 
ago  Menezes  began  instituting  trip  wires 
that  are  set  off  when  a  country  has  a  prob- 
lem— like  a  spike  in  inflation  or  a  budget 
deficit.  Countries  get  watch-listed,  and  the 
bank  immediately  changes  its  credit  stan- 
dards. "We  learned  from  bad  experiences, 
and  [now]  we  adjust  our 
bets,"  he  says.  Result: 
Since  1997  corporate  loan 
writeoffs  in  Citi's  emerg- 
ing markets  business  have 
averaged  0.6% — about 
$600  million  of  Citi's  cur- 
rent $100  billion  in 
emerging  markets  loan 
exposure.  That's  against 
the  $13.5  billion  Citi- 
group earned  last  year. 

One  factor  that  pro- 
tects Citi  from  turmoil 
like  that  in  Argentina  is 
simply  its  size.  Swollen  by 
its  1998  merger  with  San- 
ford  Weill's  securities  and 
insurance  firm.  Travelers 
Group,  Citigroup  boasts 
$953  billion  in  assets.  That 
is  nearly  five  times  what 
Citicorp  had  in  1987.  Ar- 
gentina accounts  for  2% 


>-  By  the  Numbers 


Profitable  Risks 

Never  mind  the  volatility.  Emerging 
markets  is  big  business  for  Citigroup. 
And  it's  about  to  get  bigger  in  Mexico. 


of  Citigroup's 
revenues  came  from  79  emerging 
markets  countries  last  year. 

of  those  revenues  were 
from  Latin  America. 

increase  in  income  from 
emerging  markets  in  the  second 
quarter  of  2001. 

Source:  Citigroup. 

of  Citi's  earnings,  and  Brazil,  3.5%,  esti- 
mates Ronald  Mandle,  analyst  at  Sanford 
C.  Bernstein  &  Co.  Nevertheless,  emerging 
markets  are  important  to  Citi.  Last  year 
they  contributed  19%  of  the  company's 
income  before  restructuring  charges  and 
accounting  changes.  That's  because  a  bank 
can  enjoy  heftier  interest  spreads  there — 
charging  20%  on  a  small  business  loan 
versus  8%  in  the  U.S. 

"One  of  the  benefits  of  having  a 
broad  product  mix  in  so  many  countries 
is  the  ability  to  reallocate  resources  to 


where  they  get  the  biggest  bang  for  1 
buck,"  says  Michael  Mayo,  banking  ar 
lyst  at  Prudential  Financial.  "So  [if)  ai 
porate  lending  in  the  U.S.  is  not  stroij 
but  the  spreads  in  Latin  America  becoii 
extremely  attractive,  then  why  not  re 
locate  more  money  [there]?" 

So  far  Argentina  is  hanging  touj 
But  Brazil's  real  has  lost  30%  of  its  del 
value  this  year.  How  does  Citi  cope  wi 
Brazilian  earnings  translating  into  fev; 
U.S.  dollars?  Volatility  in  the  currenq' 
self  creates  a  moneymaking  opportuni 
"Some  banks  have  made  a  fair  amou 
of  money  being  short  the  real,"  says  Pel 
Marber,  president  of  emerging  mark* 
fund  Trust  Co.  of  the  Atiantic. 

Meanwhile,  Citigroup  has  stepped  \ 
its  presence  dramatically  in  Mexico,  aj 
other  country  with  the  currency  shaki 
It  is  spending  $12.5  billion  to  acquire  B 
nacci,  Mexico's  second-largest  ban 
With  it  come  1,300  Banamex  rets 
branches — three  times  what  Citibai 
has  in  the  U.S.  Total  Latin  American  a 
sets  will  skyrocket  to  $85  billion,  by  f 
the  most  of  any  U.S.  bank. 

That  translates  to  a  lot  of  deposito 
and  borrowers  to  keep  calm  in  the  eve: 
of  economic  troubles.  Menezes  shou) 
keep  a  close  eye  on  those  trip  wires. 


Citi  in  the  Jungle 

F 


ollowing  up  on  a  casual  hint  from  Sandy 
Weill  at  a  meeting  in  his  New  York  office, 
the  chief  executive  of  Banamex's  holding 
company,  Banacci,  rang  up  Citigroup's  Robert 
Rubin  this  spring.  What  followed  from  Manuel 
Medina-Mora's  call  to  Rubin,  a  pal  since  Rubin's 
Goldman  Sachs  days,  was  one  of  the  more  off- 
beat merger  negotiations  of  late. 

Rubin  wanted  to  fly  to  Mexico  City  immedi- 


Hacienda  San  Jose:  the  lair  where 
Weill's  Jungle  Team  met. 

ately  and  discuss  it  with  the  Banamex  boar 
but  Medina-Mora  thought  the  ex-treasui 
secretary,  now  head  of  Citigroup's  executi\ 
committee,  had  too  high  a  profile. 

Banamex's  billionaire  chief  executiv 
Roberto  Hernandez,  suggested  they  ho 
up  deep  in  the  Yucatan  jungle  at  Hacieno 
San  Jose— an  elegantly  restored  l3-suil 
hotel  Hernandez's  family  owns.  A  helipad  wa 
quickly  cut  in  the  thick  jungle  brush. 

Thus  Weill  and  Rubin,  along  with  Medina 
Mora  and  Hernandez,  dubbed  themselves  th 
Jungle  Team.  In  one  night  they  hammered  oii 
the  first  stages  of  the  $12.5  billion  purchase  c 
Mexico's  second-largest  bank.  Citigroup  aska 
Medina-Mora,  50,  to  run  the  Mexican  opera 
tion,  while  Hernandez  and  Banacci  Chairma 
Alfredo  Harp  were  offered  seats  on  the  Citi 
group  board.  The  deal  went  public  May  17 

—Monica  ShowalU 
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<    A    PERSPECTIVE    ON    TEtlPLETON    GLOBAL    FUNDS  > 


( 


BARGAIN  STOCKS  ARE  HARD  TO  FIND 


IT  PAYS  TO  SEARCH  THE  GLOBE 


soriE  OF 

TEMPLETON'S 

BEST  INVESTMENT 
OPPORTUNITIES 
HAVE  COME  FROM 
SOriE  OF  THE 
nOST  UNEXPECTED 
PLACES. 


For  more  than  50  years,  our  analysts  have 
searched  the  globe  for  bargain  stocks — stocks 
selling  at  prices  unusually  low  relative  to 
their  true  value.  These  bargains  are  border- 
less, and  some  of  our  best  opportunities  have 
come  from  unexpected  places  or  at  unex- 
pected times.  As  you  might  guess,  it  takes 
time  to  find  such  bargains — and  patience  to 
stay  with  them. 

We  are  long-term  investors.  We  think 
against  the  grain  and  act  in  spite  of  popular 
opinion.  Our  managers  seek  to  buy  at  the 
point  of  "maximum  pessimism."  Because  that's 
when  bargain  stocks  abound.  Then  we  hold 
the  stocks  waiting  for  the  values  of  companies 
to  rise  to  higher  levels. 


Finally,  we  spend  most  of  our  time 
analyzing  companies,  not  countries,  market 
trends  or  currency  forecasts.  Our  main 
concern  is  the  intrinsic  value  of  a  company. 

To  gain  more  perspective,  contact 
your  investment  representative,  visit  our 
website  at  franklintempleton.com  or  call 
1-800-FRANKLIN  Ext.  T390. 


FRANKXIN  TEMPLETON 
INVESTMENTS 

<  GAIN  PERSPECTIVE™  > 


iklin  Templeton  Distributors,  Inc.,  One  Franl<lin  Parkway,  San  Mateo,  CA  94403  Call  for  free  prospectuses  containing  more  complete  fund  information,  including  sales  charges, 
(-■rises  and  risks.  Please  read  tfiem  carefully  before  you  invest  or  send  money  Foreign  investing  involves  special  risks,  including  currency  fluctuations  and  political  uncertainty. 

im 
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NUMRFRS  GAME 


BY  ELIZABETH  MACDONALD 


Scenes  from  a  Failed  Marriage 

If  Lucent  didn't  run  from  Alcatel  because  of  its  poor  numbers,  it  should  havi 


ALCATEL'S  VERY  PUBLIC  BOOTING  IN  MAY  BY  LUCENT  HAD 
to  make  the  Paris  telecommunications  equipment  com- 
pany feel  humiliated. 
Lucent  walked  away  from  a  reported  $34  billion  all-stock 
deal  because  it  says  the  pact  wasn't  a  merger  of  equals — mean- 
ing, Alcatel  wouldn't  give  it  an  equal  amount  of  clout  in  the 
boardroom.  The  move  stunned  market  watchers. 

That's  because  Lucent  supposedly  needed  this  lifeline.  After 
all,  the  Murray  Hill,  N.J.  tele- 
com equipment  company 
(and  owner  of  the  famed  BeU 
Laboratories)  was  the  one 
that  disclosed  embarrassing 
accounting  irregularities  in 
late  December.  Those  mis- 
takes led  it  to  erase  $679  mil- 
lion from  its  revenue  in  its  fis- 
cal 2000  fourth  quarter,  which 
ended  last  September. 

And  it  is  Lucent,  not  Alca- 
tel, that  has  been  reporting 
losses  ever  since,  most  re- 
cently a  $3.3  billion  third- 
quarter  loss  accompanied  by 
a  projected  $7  billion  to  $9 
billion  restructuring  charge  for  the  fourth  quarter.  Lucent's 
stock  is  down  85%  in  the  last  52  weeks. 

But  a  closer  look  at  Alcatel  reveals  that  it  was  in  no  position 
to  buy  Lucent  last  spring.  Its  numbers  are  bad,  too. 

Sure,  Alcatel  reported  earnings  of  $1.2  billion  in  2000  and 
eked  out  $185  million  in  the  first  quarter  of  this  year.  And  its 
American  Depositary  Shares,  at  a  recent  $16,  near  their  52- 
week  low,  make  it  seem  like  a  cheap  value  play. 

But  its  earnmgs  lately  are  weak.  For  one,  Alcatel  took  a  $2.3 
billion  charge  in  the  second  quarter  for  restructuring,  goodwill 
and  inventory  writedowns,  among  other  things.  This  resulted 
in  a  net  loss  of  $2.7  bQlion  in  the  quarter,  with  possibly  more 
writedowns  coming.  Underpinning  this  shakiness  is  the  fact 
that  cash  generated  by  operations  plunged  $1.2  biUion  into  the 
red  during  the  first  half,  versus  a  negative  $41 1  million  a  year 
earlier.  That's  largely  because 
Alcatel  is  having  trouble 
making  sales;  its  inventory 
ballooned  to  $6.5  billion  as  of 
June  2001  compared  with 
$5.5  billion  as  of  June  2000. 
So  what  does  a  company 


Problems  mount  for  Serge  Tchuruk,  Alcatel's  chief  executive. 


Alcatel  is  a  company  under 
tremendous  strain.  The  cracks 
are  beginning  to  show.  


do  to  make  its  results  look  better?  Take  lots  of  one-time 
structuring  charges  and  create  a  piggy  bank  of  reserves  to  1 
ster  earnings.  The  one-time  charges,  meanwhile,  are  offse 
one-time  gains  that  make  earnings  look  better. 

Specifically,  Alcatel  reported  $715  million  in  gains  in 
first  quarter  from  selling  off  its  stakes  in  various  compai 
nearly  matching  the  $860  million  in  such  gains  it  got  for  a 
2000.  If  not  for  the  one-timers  Alcatel  would  have  been  batl 

in  red  ink  in  the  first  qua 
with  a  loss  of  $503  mill 
says  the  Center  for  Finar 
Research  &  Analysis,  a  Rc 
ville,  Md.  research  bouti 
run  by  accounting  exp 
Howard  Schilit.  More  c 
time  gains  will  pump 
earnings,  as  Alcatel  is  rep- 
edly  getting  set  to  unl 
$2  billion  worth  of  assets 
broad  restructuring. 

Meanwhile,  Alcal 
"one-time"  charges  cam 
$122  million  in  the  f 
quarter,  near  the  $134  i 
lion  it  took  for  all  of  2( 
More  important,  Alcatel  booked  such  charges  in  each  of 
past  four  years,  totaling  about  $1  biUion,  says  SchOit's  grc 
The  group  believes  that  sizable,  recurring  one-time  chai 
raise  a  red  flag  that  a  company  may  be  boosting  operating 
come  by  loading  ongoing  costs  into  these  writeoffs.  It  can' 
determined  that  that's  happening  here,  as  Alcatel  repeate 
declined  comment  on  the  analysis  from  Schilit's  grouf 
spokesman  says  Wall  Street  takes  these  items  into  account  w 
valuing  the  company. 

Now  look  at  how  some  of  these  restructuring  reserves  re 
pear  on  the  other  side  of  the  profit-and-loss  ledger.  During 
12  months  ended  March  2001,  says  Schilit's  group.  Ale 
booked  about  $254  million  in  restructuring  charges  but  slui 
$408  million  from  reserves  through  earnings.  Since  the  en( 
1996  Alcatel  has  included  about  $2  billion  of  restructur 

reserves  in  earnings,  Schi 
group  figures.  That's  a  r 
kick  to  pretax  earnings  c 
that  period.  This  is  a  cc 
pany  under  tremend' 
strain,  and  the  cracks  are 
ginning  to  show. 
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I open  wide  and  say,  "I'm  glad  that  drill 
nning  at  1/2  million  rpm  has  Timken®  precision  bearings? 
mtal  drills,  rolling  mills,  race  cars,  and  robotics, 
rever  liigh-speed  precision  is  critical,  there's  a  Timken 
vation.  A  century  of  transforming  ideas  into  reality 
ransfbi-med  our  company  into  a  worldwide  leader  of 
leered  solutions.  Learn  how  our  products  and 
esses  can  help  yours.  Visit  www.  timken.com. 


TIMKEN 

WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


r 

"  CTTHE  TIMkEN  COMPANY  AT  330-471-3820  ORVISITWWW.TIMKEN.COM  TIMKEN®  IS  THE  REGISTERED  TRADEMARK  Of  THE  TIMKEN  COMPANY  (NYSE:TKR). 


MARK    F  A  RONE  j.1 

'  P  0  W  E  R  T  R  A  I  N  ENGINEER 
WE  ARE  PROFESSIONAL  GRADE!" 

SIERRA  1500  HD 
CREW  CAB 
GENERATES 


FORDF-150 
SUPERCREW  DOES 


SIERRA  AND  GMC  LOGO  ARE  .REGISTERED  TRADEMARKS 
OF  GENERAL  MOTORS  CORPORATION. 
02001  GENERAL  MOTORS  CORP.  ALL  RIGHTS  RESERVED. 


L  is  for  Layoffs 

Does  "Hayek's  Law"  condemn  the  U.S. 
to  a  Japanese-like  L-shaped  recession? 


I 


BY  PETER  BRIMELOW 

AND  EDWIN  S.  RUBENSTEIN 

ARE  WE  IN  A  RECESSION,  AND 
if  so,  what  shape  will  it  have — 
V,  U  or  L?  It  will  be  six 
months,  or  maybe  a  lot  longer, 
before  we  know  the  answers 
to  those  two  questions. 

The  official  government  story  is  the 
economy  is  still  expanding.  But  don't 
put  too  much  faith  in  that.  "When  the 
Bureau  of  Economic  Analysis  first  esti- 
mated real  gross  domestic  product 
growth  for  the  third  quarter  of  1990,  it 
reported  a  positive  number  of  almost 
2%,"  says  Randell  E.  Moore,  editor  of 
Kansas  City,  Mo.-based  Blue  Chip  Eco- 
nomic Indicators  Survey.  "It  wasn't  until 
after  the  first  of  the  following  year  that 
the  1990  third  quarter  was  revised  to  a 
negative  number."  So  you  can't  be  reas- 
sured by  the  fact  that  the  average  forecast 
of  the  50  economists  Moore  tracks  is  a 
slow  but  positive  1.8%  real  growth  in 
2001.  "The  consensus  typically  doesn't 
forecast  recessions,"  warns  Moore. 

Houses  are  still  being  built  and  cars 
are  selling  well.  But  whole  industries,  in- 
cluding capital  goods,  advertising  and 
telecom,  are  in  their  own  recession.  Lay- 
offs in  June  totaled 
125,000;  company 
after  company  reports 
billion-dollar  losses. 

So  let's  look  on  the 
dark  side.  If  we're 
about  to  enter  a  real 
recession,  will  it  be  a  V- 
shaped  recession  like 
in  1980?  That  would 
mean  a  quick  break 
followed  by  rapid  re- 
bound. Or  will  it  be  a 
U-shaped  recession 
like  in  1981-82,  in 
which  the  economy 
stalls   and   takes  a 


I 


Too  Much? 


By  historical  standards  business 
investment  has  outpaced  con- 
sumer demand.  Does  this  mean 
a  capital  goods  glut? 


25% 


Capital  spending  as  percent  of 
personal  consumption 
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Sourve:  Frank  E.  Shostak. 

MAN  Financial  Australia. 


painfully  long  time  to  get  going  agi 
Or  will  it  be  an  L-shaped  one — a  craj 
followed  by  a  protracted  period  of  slo\ 
to-no  growth?  Example:  Japan  in  t 
1990s,  after  the  1984-89  bubble. 

Jay  N.  Mueller,  economist 
Menomonee  Falls,  Wis. -based  Stroi 
Capital  Management,  is  an  optimist  ( 
still  projects  1.5%-to-2.5%  growth 
200 1 )  who  nevertheless  worries  aboi 
several  potential  causes  of  L-shape 
trouble: 

•  The  low  personal  savings  rate,  whic 
sank  to  -1.3%  in  early  2001.  Capit 
gains  financed  spending.  But  now  mai 
investors  have  capital  losses. 

•  The  high  tax  burden.  The  combint 
federal,  state  and  local  take  was  32.6%  ■ 
GDP  in  2000,  significantly  above  tl 
World  War  II  high  of  30.8%. 

•  The  high  debt  burden.  Business  dei 
is  64.4%  of  GDP,  up  from  53.4%  in  199 
interest  on  mortgage  and  consumer  dei 
now  consumes  a  near- record  14.3%  ■ 
disposable  income. 

•  Excessive  business  investment. 

This  may  seem  an  odd  concern.  Bi 
excessive  or  misallocated  investmei 
("malinvestment")  is  at  the  heart  of 
business-cycle  theory  that,  at  the  time  i 
the  Great  Depressioi 
was  a  serious  competl 
tor  with  Keynesianisn 
Named  after  the  birtl 
place  of  its  two  majq 
proponents,  Ludwi 
von  Mises  and  F.^ 
Hayek,  "Austrian  Ecfl 
nomics"  has  attracts 
new  attention  with  th 
discrediting  of  Keyna 
ianism — and  with  th 
unusual  characteristic 
of  this  postbooi 
economy. 

"The  world  ecoi] 
omies  have  struggle 


■95  '01 
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t  s  year  in  accordance  with  Hayek's 
1  V,"  says  Mark  Skousen,  an  occasional 
F  RBES  contributor  and  editor  of  the 
I  strian-oriented  financial  newsletter 
t  -ecasts  &  Strategies.  "Hayek's  Law 
s  tes  that  the  economy  takes  a  long 
t  le  to  recover  after  an  unsustainable 
I  om  (1995-99).  The  excesses  of  the 
vious  boom  create  an  investment 
cture  that  cannot  be  easily  disman- 

Must  an  economic 


fracting  new  attention:  economist  F.A.  Hayek. 

d  and  transferred  to  new  uses." 

It's  news  to  modern  Austrian  econo- 
ists  that  Hayek  had  a  law.  But  they  do 
?  a  point  to  Skousen's  coinage. 

"The  expansion  of  the  late  1990s  and 
bsequent  downturn  are  better  ex- 
ained  by  Hayek's  theory  than  by  any 
her  business-cycle  theory,"  says  Roger 
.  Garrison,  economics  professor  at 
jburn  University  and  an  adjunct 
holar  at  the  independent  Ludwig  von 
ises  Institute  in  Auburn,  Ala.  "The  ar- 
iciality  of  the  boom  probably  dates  to 
rly  1996,  when  the  Federal  Reserve 
wered  interest  rates  even  though  the 
lemployment  rate  was  at  or  near  its 


'natural,'  or  'full-employment'  level.  The 
misaUocations  of  the  late  1990s  entailed 
overinvestments  in  fiature-oriented  and 
highly  speculative  projects — dot-coms 
and  the  like." 

Garrison  also  notes  that  the  econ- 
omy, ominously,  seems  no  longer  to  be 
all  that  responsive  to  Federal  Reserve 
stimulation.  "AU  these  features  are  con- 
sistent with  Hayek's  theory,"  he  says. 

Another  Mises  Institute  adjunct, 
Frank  E.  Shostak,  chief  economist 
for  MAN  Financial  Australia  in  Syd- 
ney, AustraUa,  argues  that  the  sever- 
ity of  U.S.  distortion  shows  in  the 
record-high  ratio  of  capital-goods 
investment  to  personal  consump- 
tion (see  chart).  He  predicts  "a  se- 
vere liquidation  of  capital  goods 
production."  Maybe  you  should 
short  semiconductor-equipment 
manufacturers. 

Depressing?  Two  more,  even 
nastier,  worries  from  the  dark  side: 

•  The  strong  U.S.  dollar.  Continued 
strength  may  choke  manufactured 
exports.  A  break,  on  the  other  hand, 
may  choke  off  foreign  capital  im- 
ports, which  currently  finance 
American  government  and  indus- 
try to  an  unprecedented  degree. 

•  International  weakness.  Not  only 
is  there  recession  in  some  key  mar- 
kets, like  Mexico,  but  there  are  also 
potential  crises,  as  in  Argentina  and 
Japan.  AIG  International  economist 
Bernard  Connolly  has  told  cUents: 
"The  conditions  seem  to  be  falling 
into  place  for  a  global  growth  panic 

over  the  next  couple  of  months." 

Austrian  economists  still  have  a 
healthy  respect  for  the  power  of  mone- 
tary policy.  Skousen  even  says  he  expects 
some  short-term  recovery  because  of  Fed 
interest  rate  cuts.  But  it  wiU  be  "an  arti- 
ficial recovery  that  cannot  be  sustained." 

So:  V,  U  or  L?  Distinguished  Chicago 
school  economist  Milton  Friedman,  now 
at  Stanford's  Hoover  Institution,  thinks  it 
will  be  a  sort  of  V:  "We  are  in  a  mild  re- 
cession, and  there  is  a  good  chance  that 
we  wUl  bottom  around  the  end  of  this 
year  and  go  into  a  relatively  mild  expan- 
sion." Under  the  circumstances,  that's  a 
somewhat  bullish  thought.  F 
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A  Royal  Fix 

Canada's  biggest  bank,  its 
new  chief  knows,  is  too 
small  a  fish  in  today's 
international  financial  waters. 


BY  NATHAN  VARDI 

AT  44,  GORDON  NIXON  CAN 
still  play  a  decent  game  of 
hockey.  But  the  Montreal 
banker  is  feeling  like  a  goalie 
defending  against  a  Mario 
Lemieux  breakaway.  He's  just  taken 
charge  of  Royal  Bank  of  Canada,  his  na- 
tion s  biggest  financial  entity,  only  to  face 
offensive  threats  from  Fidelity  Invest- 
ments, Morgan  Stanley  and  other  inter- 
national aU-stars. 

At  $208  billion  in  assets.  Royal  is 
North  America's  eighth-largest  com- 
mercial bank  and  may  be  a  beneficiary 
of  early  Canadian  consolidation, 
but  it's  hamstrung  by  lingering 
limits  on  its  ability  to  compete  in 
an  increasingly  wide-open  sector. 
Nixon's  predecessor,  John  Cleg- 
horn,  branched  out  in  geography 
and  function,  spending  $4.2  billion 
in  the  last  year  on  the  likes  of  Min- 
neapolis investment  bank  Dain 
Rauscher,  South  Carolina's  Liberty 
Life  Insurance  and  North  Car- 
olina's Centura  Banks.  But  To- 
ronto-based Royal  was  blocked 
from  a  $12  billion  deal  for  Bank  of 
Montreal,  just  as  rival  Toronto  Do- 
minion was  stymied  in  a  merger 
with  Canadian  Imperial  Bank  oi 
Commerce. 

Both  deals  were  motivated  by  a 
need  to  achieve  operating  efficien- 
cies at  home  to  gird  for  war  in  the 
international  financial  marketplace. 
But  Canadian  authorities,  respond- 
ing to  political  hostility  to  branch 
closings  and  reduced  competition 
for  loan  shoppers,  stood  in  the  way 
of  further  consolidation  in  the  in- 
dustry. To  cite  one  comparison  that 
nettles  Nixon,  the  Netherlands,  with 


an  economy  two-thirds  the 
size  of  Canada's,  sports  three 
banks  that  dwarf  Royal. 

The  official  ice  may  be 
breaking,  and  none  too 
soon.  Fidelity,  which  has 
used  TV  ads  beamed  north 
of  the  border  to  become  the 
fourth-biggest  mutual  fund 
provider,  is  nipping  at 
Royal's  heels.  Last  year  Mor- 
gan Stanley,  Goldman  Sachs  and  Lazard 
Freres  pushed  Royal's  investment  bank- 
ing department — whence  Nixon 
comes — fi"om  first  to  fourth  in  Canadian 
mergers  and  acquisitions  advice. 

Nixon  is  famous  for  his  diplomatic 
skills,  and  he's  going  to  need  them  with 
Finance  Minister  Paul  Martin.  It  was 
Martin  who  blocked  the  big  bank  deals 
three  years  ago — notwithstanding 
Royal's  abject  promise  not  to  cut  jobs — 
and  though  he  may  have  been  mollified 
since,  his  future  moves  are  complicated 
by  his  ambition  to  succeed  Prime  Minis- 
ter Jean  Chretien.  New  bcinking  laws  in 


June  ended  the  ban  on  consolidation! 
set  an  obstacle  course  of  competition 
views  and  public  hearings.  Says  Nixi 
"We  don't  have  control  of  our  desti 
when  it  comes  to  the  merger  process. 

Nixon  will  have  to  divest  assets  if 
wants  to  buy  another  Canadian  bai 
The  new  rules  will  make  it  easier  for  fi 
eign  banks  to  enter  Canada  by  pickil 
up  divested  branches  or  other  assets,  b| 
enough  nasty  banking  restrictions  si 
apply  to  discourage  all  but  the  hardy.  | 

Nixon  will  keep  looking  abroad 
growth;  already  nearly  a  third  of  Roya 
$1.5  billion  earnings  originate  outsij 
Canada.  Nixon  plans  on  buying  ma 
U.S.  subsidiaries  and  cross-selling  th( 
services.  But  what  would  help  him  mc 
would  be  a  big  domestic  purchase  th 
provides  cost-cutting  opportunities. 

"A  politically  acceptable  way  is 
say  mergers  are  not  mandatory  b 
helpful  to  a  process  of  growth,"  sa 
Nixon.  Canadian  bankers  continue 
speak  softly — even  if  they  carry 
hockey  stick. 


62 


FORBES"  August  20,  2001 


WHEN  EMPLOYEES  ARE  HAPPY  WITH  THEIR  401  (k)  PLANS,  IT  SHOWS.  They  work  harder 
and  stay  with  you  longer.  We  should  know.  As  the  nation's  401(k)  leader,  we've  been  helping 
growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years.  No  wonder  more 
companies  choose  The  Principal®  for  their  401  (k)  plans.''  Investment  options, record  keeping,  loan  services, 
plan  member  education  and  asset  allocation-we've  got  what  you  need,  plus  personalized  service  and  local 
support  to  make  the  process  easy.  What's  not  to  love?  If  you'd  like  to  hear  what  a 
401  (k)  plan  from  The  Principal  can  do  for  your  employees,  call  1-800-986-3343  (ext.  80080). 
One  of  our  representatives  will  be  happy  to  help,  no  matter  what  you're  wearing. 

We   understand   what   you're  working   fo  r^" 

www.principal.com 


Financial 
Group 


■mm 


I'nncipal  Life  Insurance  Company,  Dcs  Moines,  lA  .50392.  Insurance  products  and  services  offered  through  Principal  Life  Insurance  Company  (The  Principal*),  its  subsidiaries  and 
■  "The  Principal*"  is  a  registered  trademark  of  Principal  Life  Insurance  C>>mpany,  a  member  of  the  Principal  Financial  Group*.  Mutual  funds  distributed  through  Princor  Financial 
^  (Corporation  {member  SIPC).  *ChO  Magazine,  April  2001,  based  upon  total  plans  served  in  2000  by  insurance  companies,  banks  and  investment  firms. 


iDSigtits  By  Peter  Huber 


The  Efficiency  Paradox 


Now  HERE'S  AN  INDUSTRY  THAT  DOESN'T  NEED 
direction  from  Congress  on  saving  fuel:  airlines. 
American  Airlines  and  United  know  what  fuel  costs 
them — a  lot.  let  engines  are  whirling,  shrieking  proof 
of  how  technology  advances  to  burn  more  fuel, 
faster,  in  less  space.  So  year  after  year  the  airlines  hammer  on 
the  door  of  General  Electric,  demanding  ever  more  efficient 
jet  engines.  Congress  doesn't  have  to  tell  them  to  do  this.  They 
think  of  it  all  on  their  own. 

And  by  golly,  GE  delivers.  Per  gallon  consumed,  you  can  go 
at  least  100  times  as  far  as  Wilbur  or  Orville  went  at  Kitty 
Hawk.  Jet-engine  efficiencies 
have  risen  sharply  in  the  last  30 
years.  The  airlines  have  used 
clever  software  to  boost  their 
effective  efficiency  even  more. 
Has  anyone  else  noticed  that 
planes  seem  rather  crowded 
these  days?  The  airlines  have 
learned  to  jigger  prices  to  the 
point  where  they  fill  almost 
every  seat. 

Between  GE  and  the  seat- 
packing  conspiracy,  passenger 
miles  per  gallon  have  gone  up 
and  up.  Astonishingly,  a  jet  is 
now  about  as  fuel-efficient  as 
a  car,  when  you  look  at  pay- 
load  delivered  and  recognize 
that  jets  fly  fully  loaded,  while  cars  drive  almost  empty. 

The  one  disappointing  fact  is  that  total  consumption  of 
civilian  aviation  fuel  has  gone  up  and  up,  too.  How  come?  The 
Efficiency  Paradox  bites  again.  More  efficient  jet  engines  . . . 
cheaper  tickets  . . .  more  passengers  . . .  more  jets  in  the  air. 

The  efficiency  of  combustion  engines  has  been  rising 
fast  since  James  Watt  launched  the  industrial  age  250  years 
ago.  The  best  external  combustion  engines  were  about 
20%  efficient  at  the  beginning  of  the  20th  century.  By  mid- 
century  they  were  hitting  40%.  Today's  best  exceed  50%. 
The  internal  combustion  engines  used  in  cars  and  trucks 
have  been  on  roughly  the  same  trajectory,  but  got  started 
over  a  century  after  the  steam  engines  did. 

Collectively,  combustion  engines  burn  about  80%  of  all 
the  thermal  energy  we  use  in  the  U.S.  But  the  total  amount 
of  fuel  they  burn  has  risen  right  alongside  their  efficiency. 


A  jet  is  now 
about  as 
fuel-efficient  as  a 
car,  when  you  look 

at  payload 
delivered.  Jets  fly 
fully  loaded.  A  car 
drives  almost 
empty.  .  5  > 


The  U.S.  today  consumes  1 
quadrillion  Btu  (quads 
thermal  energy  a  year.  In  1^ 
the  figure  was  35  quads; 
1910,  about  7  quads,  r 
counting  horse  feed  and  otl 
agricultural  sources. 

The  efficiency  of  ener^ 
consuming  technologies 
ways  rises,  with  or  witho 
new  laws  from  Congre 
Total  consumption  of  p 
mary  fuels  rises  alongside.  The  historical  facts  are  beyo 
dispute:  When  jet  turbines,  steam  power  plants  and  c 
engines  were  much  less  efficient  than  they  are  today,  th 
consumed  much  less  total  energy,  too. 

All  smart  politicians  back  "more  efficiency"  becau 
that  seems  to  let  them  embrace  lower  energy  prices  ai 
less  consumption  as  well.  But  to  reduce  energy  consum 
tion,  we  should  probably  mandate  less  efficiency,  not  moi 
Efficiency  rises.  Energy  consumption  rises,  too.  This  is  t 
great  paradox  of  the  efficiency.  Read  it  and  weep. 

^fficieDcyjmdEaergyJlQnsumption 

Efficiency  rises:  Each  jet  burns  less  fuel  and  carries 
more  payload.  But  fuel  consumption  rises,  too: 
More  jets  in  the  air  burn  more  fuel  overall. 


Total  aviation  fuel  use 
(billions  of  gallons/year) 


Efficiency 
(ton  miles/gallon) 


22 


18 


14 


10 


1977  1989  2000 

Sources  Office  of  Airline  Admir)istration:  Bureau  of  Trartsportation  Statistics 


!  Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  from  the  Environmentalists  and 
^HM^^acom    i  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber. 
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YOUR  MARKET  IQ 


OW  MANY  COMPANIES  ARE  THERE 
THE  S&P  MIDCAP  400? 


If  you  guessed  four  hundred, 
MidCap  Spiders  should  be 
an  easy  decision  for  you. 


j're  pondering  the  different  ways  of  investing  in  midcap 
panies,  put  your  brain  at  ease.  MidCap  Spiders  are  the 
parts  of  a  stock  and  a  mutual  fund  in  one.  Each  share  you 
is  a  portion  of  the  whole  basket  of  S&P  MidCap  400™ 
<s,  just  like  a  traditional  index  fund.  And  with  Spiders, 
lanagement  fees  are  very  low.  You  buy  and  sell  MidCap 
ers  the  same  way  you  buy  stocks,  paying  your  usual 
mission.  And  Spiders  trade  ail  day,  allowing  you  to  sell 
me  without  a  penalty.  MidCap  Spiders  (MDY)  are  one 
/er  100  different  Exchange  Traded  Funds  listed  on 
American  Stock  Exchange.  So  you  can  be  smart  in  lots  of 
rent  ways.  Talk  to  your  broker  or  financial  advisor.  Or  to  get 
details  call  i-800-THE  AMEX  or  visit  www.amex.com/MDY 


MidCap 

Listed  on 
\       The  American 
Stock  Exchange' 


t  and  expenses  will  reduce  the  performance  ol  the  IVIidCap  SPDR  Trust  as  compared  to  the  S&P  MidCap  400  Index.  For  more  complete  information  and  a 
P  actus,  including  potential  risks,  on  MidCap  SPDRs,  call  1-800-THE  AMEX  or  visit  www.amex.com/MDY.  Read  the  prospectus  carefully  before  you  invest. 
I  ap  SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  that  an 
I  tor's  shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  results, 
j  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust.  'Standard  &  Poor's; "  "S&R" "  "S&P 
I  400.""  "Standard  &  Poor's  Depositary  Receipts  '  "  and  "MidCap  SPDRs""'  are  tradennarks  of  The  McGraw-Hill  Companies.  Inc.,  and  have  been  licensed 
'  y  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  S&R  a  division  of  The 
hill  Companies,  Inc.,  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2001  American  Stock  Exchange  LLC 


Cruelest  Cut 


Mike  Goodman's  CIBC  Oppenheimer  broker 
put  him  into  a  rotten  stock.  Now  Goodman 
can't  collect  on  his  arbitration  award. 


BY  BRETT  NELSON 

MICHAEL  GOODMAN,  HEAD 
chef  at  an  elite  hotel  in 
Kailua-Kona,  Hawaii,  al- 
ready had  a  stockbroker 
when,  in  1997,  a  customer 
referred  him  to  a  guy  at  CIBC  Oppen- 
heimer in  Manhattan  named  Mirco  Teta. 
Teta  laid  on  the  charm.  Three  weeks  later 
the  chef  transferred  his  entire  savings — 
$158,000— to  CIBC. 

A  year  later  Goodman  had  lost  that 
and  more — a  total  of  $184,000 — trading 
on  margin,  mostly  in  now-worthless 


shares  of  Complete  Management  Inc. 
(CMl),  which  ran  doctors'  practices  for  a 
fee.  Goodman  sued.  Last  August  an  arbi- 
tration panel  awarded  Goodman  $74,031 
in  damages  against  Teta,  declaring  that 
he  "committed  fraud"  by  pushing  this 
dodgy  stock  to  more  than  300  clients. 

Justice  served?  Not  yet  Goodman  has 
yet  to  collect  a  cent  from  Teta.  And  CIBC 
Oppenheimer,  with  $40  billion  in  assets, 
isn't  on  the  hook  at  all. 

How  can  CIBC  get  off?  It  is  an  ancient 
precept  of  common  law  that  a  principal 
is  liable  for  the  misdeeds  of  his  agent.  If  a 


Sliced  and  diced:  Goodman's  dream  to  ol 
his  own  restaurant  is  on  tlie  back  burne 

bank  teller  embezzles  money  from  ; 
account,  the  bank  must  make  you  wl 

Securities  law  is  different.  Under  ( 
set  by  the  National  Association  of  S 
rities  Dealers,  a  brokerage  is  liable 
damages  caused  by  a  bum  broker  or| 
it  fails  to  have  a  supervisory  syster 
place  and  to  "reasonably  and  diligc 
implement"  that  system,  says  Davi 
Robbins,  veteran  New  York  securitie; 
igator.  Still,  Robbins,  with  25  years 
300  cases  under  his  belt,  has  "aln 
never"  seen  a  decision  like  the  one  (jt 
man  got — where  arbiters  ruled  in  k 
of  the  customer  but  made  only  the 
ker,  not  the  brokerage,  responsible. 

By  law,  the  panel  cannot  discus 
freakish  decision.  Yet  how  it  conclu 
that  CIBC's  supervision  passed  muste 
hard  to  see.  On  two  of  the  three  days 
fore  Goodman  bought  his  first  sha 
Teta's  300-plus  clients  accounted  for  4 
and  52%  of  the  daily  trading  volume 
CMI — a  stock  Oppenheimer's  resea 
department  chose  not  to  follow.  (Teta 
at  the  trial  that  his  manager  cappec 
trading  in  CMI  at  400,000  shares.) 

Goodman  wasn't  Teta's  only  casu; 
at  CIBC  Oppenheimer.  Since  1999, 
clients  have  filed  complaints  against  h 
according  to  his  Central  Registration 
pository  report  with  the  New  York 
torney  General's  office.  Teta  left  CI 
voluntarily  in  September  1 999. 

Teta  was  hired  in  1994  after  13  year: 
E.F.  Hutton,  now  part  of  Citigroup.  W 
he  met  Goodman,  he  was  managing  !>] 
million  in  assets.  He  put  Goodma 
holdings  in  a  margin  account  (with 
consent),  and  bought,  among  ot 
things,  shares  of  New  York-based  CMI 

For  1997  CMI  reported  $8.2  milli 
in  net  income,  up  52%  from  the  year  e: 
lier,  on  revenue  of  $72  million.  But  t 
numbers  were  all  garnish.  CMl's  m 
client — Greater  Metropolitan  Mec 
Services,  which  handled  accident  victin 
and  workers'  comp  claims — was  95 
owned  by  Lawrence  Shields,  cofounc 
of  CMI.  GMMS  didn't  pay  cash  for  CM 
services;  instead,  it  gave  CMI  an  equiv 
lent  amount  of  its  own  receivables,  whi 
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RA  IS  widely  used 

s  IS  one  fact  about  VIAGRA  that 
veryone  is  familiar  with.  Millions 
I  with  erectile  dysfunction  (ED) 
njoyed  more  satisfying  sex  lives 
\e  of  VIAGRA.  But  here  are 
e  facts  about  VIAGRA  that  may 
\ul  to  you. 

5RA  is  effective  in  men 
all  types  of  ED 

GRA  improves  erections  regardless 
7  severe  your  ED  is,  how  long  you 
ad  ED,  what  caused  it,  or  even 


VIAGRA  only  works  when 
you  are  sexually  stimulated 

With  VIAGRA,  you  must  be  sexually 
aroused  (physically,  visually,  etc)  to 
get  an  erection  If  you  take  VIAGRA 
and  are  not  sexually  stimulated  in  any 
way,  nothing  will  happen. 

VIAGRA  is  not  a  hormone,  an  herbal 
supplement,  or  an  aphrodisiac 

VIAGRA  is  a  prescription  medication 
that  can  improve  the  erectile  function 
of  most  men  with  erection  problems. 
So  with  VIAGRA,  a  touch  or  a  glance 
from  your  partner  can  once  again  lead 
to  something  more. 


The  side  effects  are  usually  mild  and 
don't  last  longer  than  a  few  hours.  In 
clinical  trials,  the  vast  majority  of  these 
side  effects  did  not  cause  patients  to 
stop  taking  VIAGRA.  Some  of  these  side 
effects  are  more  likely  to  occur  with 
higher  doses  of  VIAGRA.  The  most 
common  side  effects  are  headache, 
facial  flushing,  and  upset  stomach. 
VIAGRA  may  also  briefly  cause  bluish 
vision,  sensitivity  to  light,  or  blurred 
vision.  In  the  rare  event  of  an  erection 
lasting  more  than  4  hours,  seek 
immediate  medical  help. 


^ven  more  reasons  to  feel 
ood  about  VIAGRA 


iS  one  that  everyone  already  knows) 


Id  you  are.  If  you're  not  satisfied 
our  sex  life  due  to  poor  erections 
!  recent  months,  talk  to  your  doctor 
lay  be  suffering  from  occasional  ED 
VIAGRA  can  help. 

IRA  has  been 
nsively  studied 

'act,  in  clinical  trials  of  more  than 
)atients,  VIAGRA  was  proven  to  be 
ve  while  having  an  excellent  safety 
;.  And  you  can  feel  confident 
ng  that  more  than  260,000  doctors 
vritten  more  than  22  million 
iptions  for  VIAGRA,  as  of  August 
for  more  than  7  million  patients.* 

jRA  works  when 
need  it 

■GRA  begins  working  in  as  fast  as 
utes,  but  it  can  be  taken  as  much 
ours  in  advance  of  sexual  activity 
ieral  rule  is  to  take  VIAGRA  about 
r  before  sex.  That  way,  you  can 
le  time  to  get  intimate  with  your 
r.  Be  spontaneous.  Be  playful, 
fun. 


VIAGRA  comes  in 
3  dosing  strengths 

With  3  different  doses 
(25  mg,  50  mg,  100  mg), 
VIAGRA  has  a  strength 
that  works  best  for  you. 
Like  many  medications,  your 
doctor  may  have  to  adjust  your 
initial  VIAGRA  dose  if  it  doesn't  produce 
the  desired  results  or  you're  bothered  by 
side  effects. 

VIAGRA  works  best  on 
an  empty  stomach 

But  if  dinner  is  in  your  plans,  you 
can  still  take  VIAGRA.  However,  taking 
VIAGRA  after  a  high-fat  meal  (such  as 
a  cheeseburger  and  french  fries)  may 
cause  the  medication  to  take  a  little 
longer  to  start  working. 

VIAGRA  is  well  tolerated 

More  than  7  million  men  in  the 
United  States  have  taken  VIAGRA 
( 1  million  were  also  taking  blood 
pressure-lowering  medication).  Like  all 
medications,  VIAGRA  can  cause  some 
side  effects. 


VIAGRA  is  not  for  everyone.  If  you  use 
nitrate  drugs,  never  take  VIAGRA — your 
blood  pressure  could  suddenly  drop  to 
an  unsafe  level 

Be  sure  to  ask  your  doctor  if  your  heart 
is  healthy  enough  to  handle  the  extra 
strain  of  sexual  activity.  If  you  have  chest 
pains,  dizziness,  or  nausea  during  sex. 
stop  and  immediately  tell  your  doctor 

Last  year,  VIAGRA  helped  millions 
of  men  and  their  partners  find 
something  that  was  missing  from  their 
lives.  Isn't  it  time  you  found  out  more 
about  VIAGRA? 


(sildenafil  citrate) tablets 

Love    life  again. 


T'our  doctor  if  a  free  trial  of  VIAGRA  is  right  for  you. 
"  ore  information,  call  I-888-4VIAGRA  or  visit 'Aww.viagra.corn. 

Ml  tile,  Pfizer  Inc.  New  York.  NY. 


Please  see  patieni  summary  of  information  for  VIAGRA 
(25-m0,  50-mg.  lOO-m^)  lablets  on  the  following  page. 


Love  life 


again. 


PATIENT  SUMMARY  OF  INFORMATION  ABOUT 


(sildenafil  citrate) mhku 

This  summary  contains  important  Information  about  VIAGRA*. 

II  is  nol  meant  lo  lake  Ihe  place  ol  your  doclot's  instruclions  Read  this 
information  carelully  belore  you  start  taking  VIAGRA  Ask  your  doctor  or 
ptiarmacist  it  you  do  not  understand  any  ol  tliis  inlormation  or  it  you 
want  to  know  more  about  VIAGRA. 
Tiiis  medicine  can  fielp  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However,  VIAGRA  is  not  tor  everyone.  It  is  intended  lor 
use  only  by  men  who  have  a  condition  called  erectile  dyslunction 
VIAGRA  must  never  be  used  by  men  who  are  taldng  medicines 
that  contain  nitrates  of  any  kind,  at  any  time.  This  Includes 
nitroglycerin.  If  you  take  VIAGRA  with  any  nitrate  medicine 
your  blood  pressure  could  suddenly  drop  to  an  unsafe  or  life 
threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dyslunction  (impotence)  in  men  It 
can  help  many  men  who  have  erectile  dyslunction  get  and  keep  an 
erection  when  they  become  sexually  excited  (stimulated). 
You  will  nol  get  an  erection  just  by  taking  this  medicine.  VIAGRA 
helps  a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is 
sexually  excited 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited.  Ihe  penis  rapidly  tills  with  more  blood 
than  usual.  The  penis  Ihen  expands  and  hardens  This  is  called  an 
erection.  After  Ihe  man  is  done  having  sex.  this  extra  blood  flows  out  of 
the  penis  back  into  ttie  body.  The  erection  goes  away.  If  an  erection  lasts 
lor  a  long  time  (more  than  6  hours),  it  can  permanently  damage  your 
penis.  You  should  call  a  doctor  immediately  it  you  ever  have  a  prolonged 
erection  that  lasts  more  than  4  hours 
Some  conditions  and  medicines  interfere  with  this  natural  erection 
process.  The  penis  cannot  fill  with  enough  blood.  The  man  cannot 
have  an  erection  This  is  called  erectile  dyslunction  if  it  becomes  a 
frequent  problem. 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may  not  be 
advisable  for  people  who  have  heart  problems,  Belore  you  start  any 
treatment  for  erectile  dysfunction,  ask  your  doctor  it  your  heart  is  healthy 
enough  to  handle  the  extra  strain  ol  having  sex.  If  you  have  chest  pains, 
dizziness  or  nausea  during  sex,  stop  having  sex  and  immediately  tell 
your  doctor  you  have  had  this  problem 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dyslunction  to  respond  to  sexual 
stimulation.  When  a  man  is  sexually  excited.  VIAGRA  helps  the  penis  fill 
with  enough  blood  to  cause  an  erection  After  sex  is  over,  the  erection 
goes  away. 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  [How  SexAflecIs  Ihe  Bod^.  ask  your  doctor  if  your  heart 
is  healthy  enough  lor  sexual  activity 

If  you  take  any  medicines  that  contain  nitrates-elther 
regularly  or  as  needed-you  should  never  take  VIAGRA.  II  you 

take  VIAGRA  with  any  nitrate  medicine  or  recreational  drug  containing 
nitrates,  your  blood  pressure  could  suddenly  drop  to  an  unsafe  level.  You 
could  get  dizzy,  faint,  or  even  have  a  heart  attack  or  stroke.  Nitrates  are 
found  in  many  prescription  medicines  that  are  used  to  treat  angina  (chest 
pain  due  to  heart  disease)  such  as: 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes,  and 
tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets  that  are 
swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate  or 
nitrite  ("poppers").  II  you  are  not  sure  if  any  of  your  medicines  contain 
nitrates,  or  it  you  do  not  understand  what  nitrates  are,  ask  your  doctor  or 
pharmacist 

VIAGRA  is  only  lor  patients  with  erectile  dysfunction,  VIAGRA  is  not  lor 
newborns,  children,  or  women.  Do  not  let  anyone  else  lake  your  VIAGRA, 
VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment  for 
erectile  dysfunction, 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV-the  virus  that 
causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  II  VIAGRA  is  right  lor  you,  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will  need  to 
have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunction  and 
to  tind  out  it  you  can  salely  take  VIAGRA  alone  or  with  your  other 
medicines.  Your  doctor  should  determine  if  your  heart  is  healthy  enough 
to  handle  the  extra  strain  of  having  sex. 
Be  sure  to  tell  your  doctor  if  you: 

•  have  ever  had  any  heart  problems  (e  g.,  angina,  chest  pain,  heart 
failure,  irregular  heart  beats,  or  heart  attack) 
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•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell  anemia 
or  leukemia 

•  are  allergic  to  sildenafil  or  any  ol  the  other  ingredients  of 
VIAGRA  tablets 

•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 
Some  medicines  can  change  the  way  VIAGRA  works  Tell  your  doctor 
about  any  medicines  you  are  taking.  Do  not  start  or  stop  taking  any 
medicines  before  checking  with  your  doctor  or  pharmacist.  This  includes 
prescription  and  nonprescription  medicines  or  remedies  Remember. 
VIAGRA  should  never  be  used  with  medicines  that  contain  nitrates  (see 
VIAGRA  Is  Nol  lor  Everyone)  II  you  are  taking  a  protease  inhibitor,  your 
dose  may  be  adjusted  (please  see  Finding  lt)e  Righl  Dose  lor  You  ) 
VIAGRA  should  not  be  used  with  any  other  medical  treatments  that  cause 
erections  These  treatments  include  pills,  medicines  that  are  injected  or 
inserted  into  Ihe  penis,  implants  or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg)  II  you  do 
not  get  the  results  you  expect,  talk  with  your  doctor  You  and  your  doctor 
can  determine  the  dose  that  works  best  for  you 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  If  you  think  you  need  a  larger  dose  ol  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day 

It  you  are  older  than  age  65,  or  have  serious  liver  or  kidney  problems, 
your  doctor  may  start  you  at  Ihe  lowesi  dose  (25  mg)  of  VIAGRA  If  you 
are  taking  protease  inhibitors,  such  as  for  the  treatment  ol  HIV  your 
doctor  may  recommend  a  25  mg  dose  and  may  limit  you  to  a  maximum 
single  dose  of  25  mg  of  VIAGRA  in  a  48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  before  you  plan  to  have  sex.  Beginning 
in  about  30  minutes  and  for  up  lo  4  hours,  VIAGRA  can  help  you  get 
an  erection  it  you  are  sexually  excited  It  you  take  VIAGRA  alter  a 
high-fal  meal  (such  as  a  cheeseburger  and  trench  tries),  the  medicine 
may  take  a  little  longer  to  start  working.  VIAGRA  can  help  you  gel  an 
erection  when  you  are  sexually  excited.  You  will  not  get  an  erection  iust 
by  taking  the  pill. 

Possible  Side  Effects 

Like  all  medicines.  VIAGRA  can  cause  some  side  effects.  These  effects 
are  usually  mi'd  lo  moderate  and  usually  don't  last  longer  than  a  lew 
hours  Some  of  these  side  effects  are  more  likely  to  occur  with  higher 
doses.  The  most  common  side  effects  of  VIAGRA  are  headache.  Hushing 
ol  the  lace,  and  upset  stomach.  Less  common  side  effects  that  may  occur 
are  temporary  changes  in  color  vision  (such  as  trouble  telling  the 
difference  between  blue  and  green  obiects  or  having  a  blue  color  tinge  to 
them),  eyes  being  more  sensitive  to  light,  or  blurred  vision. 
In  rare  instances,  men  have  reported  an  erection  that  lasts  many  hours 
You  should  call  a  doctor  immediately  it  you  ever  have  an  erection  that 
lasts  more  than  4  hours,  II  not  treated  right  away  permanent  damage  to 
your  penis  could  occur  (see  How  SexAllecis  the  Bodj^ 
Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been  reported 
rarely  in  men  taking  VIAGRA.  Most,  but  not  all,  ol  these  men  had  heart 
problems  belore  taking  this  medicine.  It  is  not  possible  to  determine 
whether  these  events  were  directly  related  to  VIAGRA. 
VIAGRA  may  cause  other  side  effects  besides  those  listed  on  Ihis  sheel. 
If  you  want  more  information  or  develop  any  side  effects  or  symptoms 
you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children  Keep  VIAGRA  in  its  original 
container.  Store  at  room  temperature,  59°-86°F  (15°-30°C), 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction. 
Only  your  doctor  can  decide  if  it  is  right  for  you.  This  sheet  is  only  a 
summary.  II  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www,viagra.com. 
or  call1-888-4VIAGRA. 
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CMI  nonchalantly  booked  as  reven 
CMI  had  trouble  collecting  on 
Greater  Metropolitan  receivabl 
pending  class  action  against  CMI, 
dential  Securities  (underwriter  of  ( 
1998  debt  offering)  and  auditor  Ai 
Andersen  alleges  that  insurers  rout 
denied  CMl's  often  excessive  and  ur 
essary  claims.  CMI  announced  a  $57 
lion  writedown  of  receivables  in  Al 
1998,  and  filed  for  Chapter  1 1  a  year 
Goodman  says  he  urged  Teta  tc 
his  shares,  but  the  broker  convinced 
to  "average  down"  by  buying  more 
in  a  separate  account  at  Waterhous^ 
curities  so  Oppenheimer  wouldn' 
tice  Teta's  large  position.  (Teta  de 
this  claim  under  oath.)  Teta  even  pat 
Goodman  into  a  three-way  call 

Teta  patched 
him  into  a  call 
with  CMl's  chie 
for reassuranc 


Steven  Rabinovici,  CMl's  chief  execu  | 
for  reassurance. 

Rabinovici  didn't  mention  tha 
was  Teta's  client — or  that  he  was  sel  I 
out.  The  class  action  asserts  that,  bet\\| 
February  1996  and  August  1998,  he 
other  insiders— including  Lawrel 
Shields  and  son  Dennis  Shields,  i\ 
clients  of  Teta — dumped  CMI  sh^ 
worth  $13  million.  By  October  I'l 
Goodman  had  lost  $99,500  at  CIBC  :| 
$84,500  in  the  Waterhouse  account,  i 
culates  Thornapple  Associates,  a  Sul 
mit,  N.J.  securities  consultant. 

Why  doesn't  CIBC  Oppenheimer  I 
to  protect  its  reputation  by  volunta. 
paying  the  award?  (It  declined  to  col 
ment.)  What  do  Teta  and  Rabinov| 
have  to  say?  (Neither  returned  calls.) 

As  punishment  for  not  paying  i| 
award  against  him,  the  NASD  suspenci 
Teta's  securities  license.  If  he  decides! 
pay  up,  Teta  could  be  peddling  securit  I 
the  next  day.  Meantime,  he  is  reporteil 
raising  capital  through  a  venture  ou 
in  Manhattan. 


Tke  merger  tnat  creates 
ireat  customer  service 
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CRM  used  to  mean  just 
the  telephone.  Not  any 
more.  The  advent  of 
eCommerce  expanded 
customer  service  require- 
ments to  include  multiple 
channels  for  connecting 
with  your  customers.  This 
multi-channel  capabihty 
requires  not  merely  CRM, 
but  eCRM,  to  provide  great 
customer  service.  And  the 
company  that'll  dehver  eCRM 
better  than  anyone  is  actually 
two  companies.  Kana 
Communications  and 
Broadbase  Software,  joined 
together  to  form  what  is  now 
the  single  most  capable 
provider  of  comprehensive 
customer  service  and 
marketing  solutions  in 
business  today. 

Others  will  say  they 
are  experts.  But  the 
phone  alone  won't 
cut  it  any  more. 


Today's  customer  relationships 
extend  far  beyond  call  centers. 
They  include  Web,  chat,  e-mail, 
fax,  wireless,  voice  over  IP 
and  instant  messaging. 
And  that  requires  nothing 
less  than  sophisticated 
appHcations  and 
Web-architected,  J2EE 
and  COM  platforms. 

We  have  that.  No  one 
i  else  does. 

M    That's  not  boasting. 
W  It's  simply  a  fact. 

^  A  fact  which,  if  you 
decide  you'd  like  to  talk 
further,  we'd  be  happy  to 
explain  in  more  detail. 
Call  us  at  800-513-8027. 

So  that  you  can  fully 
appreciate  the  potential 
of  great  customer  service. 

And  the  one  company 
that  can  truly  deliver 
it  today. 

KANA 

www.kana.com 


c  2001  KANA  Software.  Inc.  All  righls  reserved.  In  Ihc  U.S.  and  olher  countries.  IC/\NA  and  the  KANA  lugo  ore  registered  trademarks  of  KANA  Software,  Inc. 


YouVe  inspired  by  the  heavens.  WeVe  inspired  by  the  structural  rigid 

The  important  thing  is,  there's  inspiration.  Forget  the  breathtaking  scenery  Get  into  a  Cor 

convertible  and  you'll  discover  something  even  more  inspiring.  Namely,  the  way  it's  been  engineered  to  offer  an  unexpected  level  of  rigi^ 
a  convertible.  For  instance,  we  house,  the  drivetrain  in  a  structural  tunnel.This  stiff  backbone  allows  the  suspension  to  deliver  precise  ha 
and  a  smooth  ride.  It's  a  difference  you'll  notice  immediately  That  is,  if  you  can  peel  your  eyes  away  from  that  night  sky.  corvettfl 
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PHOTO  COURTESY  OF  GM 


ugh  experts  may  disagree  (as  experts  inevitably  do),  the  first 
lern-age  digital  computer  is  generally  believed  to  be  ENiAC,  short 
lectronic  Numerical  Integrator  And  Computer.  Built  jointly  by  the 
/erslty  of  Pennsylvania  and  the  U.S.  government,  ENIAC  was  enor- 
Lis.  It  weighed  30  tons,  had  19,000  vacuum  tubes,  came  with  500 
}s  of  wiring  and  sucked  so  much  power  that  it  actually  dimmed 
lights  of  Philadelphia. 


eems  positively  Neanderthal  now  — 
B5  pocket  calculator  can  handle  most 
3  tasks  ENIAC  was  designed  to  com- 
—  but  keep  in  mind  that  ENIAC  is 
55  years  old.  The  same  age,  inciden- 
as  President  George  W.  Bush, 
imputers  have  changed  everything, 
ew  entities  have  been  as  affected 
enhanced  by  them  as  the  automo- 
ndustry.  The  least  expensive  new 
ivailable  has  more  computing  power 
5r  the  hood  than  ENIAC's  designers 


could  have  ever  dreamed  of.  Entire  vehi- 
cles are  designed  on  a  computer. 
Onboard  computers  maximize  an 
engine's  power  and  efficiency.  Comput- 
ers can  deliver  e-mail  to  your  car,  help 
you  maintain  control  on  icy  pavement 
and  fine-tune  an  inflating  airbag's 
deployment  based  on  the  severity  of 
the  impact  and  the  size  of  the  person 
it's  protecting. 

All  in  far,  far  less  than  the  blink  of  an  eye. 
That's  digital  driving. 


Automotive  technology  is  evolving  at  a 
dizzying  pace.  Here  are  some  of  the  com- 
panies that  are  at  the  forefront  of  innova- 
tion, whether  it's  to  make  a  vehicle  that's 
safer,  faster,  more  dependable  or  prettier 
Or  all  of  the  above. 

Chevrolet  Corvette: 

The  King  Gets  More  Muscle 

Anyone  who  spent  even  a  few  minutes 
behind  the  wheel  of  the  new-for-2001 
Chevrolet  Corvette  Z06  likely  emerged  with 
an  enriched  respect  for  America's  most  leg- 
endary sports  car  And  how  could  they  not? 
The  385-horsepower,  5.7-liter  LS6  V-8 
engine  makes  for  the  kind  of  blistering 
acceleration  typically  reserved  for  racecars. 
In  one  drag-strip  test,  the  Z06  went  from  0 
to  60mph  in  4.2  seconds,  and  covered  the 
quarter-mile  in  12.5  seconds  at  114mph. 
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That's  fast. 

But  apparently  not  quite  fast  enough. 

The  2002  model  Corvette  Z06  packs  a 
whopping  405  horsepower.  It  also  gets 
400  pound-feet  of  torque  (pulling  power) 
—  15  pound-feet  above  the  2001  nnodel. 
Chevy  says  to  expect  a  0-to-60mph  tinne 
of  3.9  seconds  and  a  quarter-mile  of  12.4 
seconds  at  116mph. 

Seldom  has  so  much  performance  been 
available  at  such  a  relatively  low  price  (the 
Z06  should  list  for  well  under  $50,000).  Its 
computer-assisted  braking  and  handling  are 
on  a  level  with  those  of  racecars.  And  with 
classy  features  like  a  handsome  and  com- 
fortable interior,  the  Z06's  performance  atti- 
tude in  no  way  requires  a  sacrifice  of  luxury 

However,  the  real  accomplishment  of 
the  Z06  is  its  practicality.  It  performs  with- 
out dramatics  in  rush-hour  traffic,  and  gets 
an  admirable  19mpg  in  the  city  and  28mpg 
on  the  highway.  Indeed,  real-world  satis- 
faction is  a  trait  of  all  Corvette  models. 
Powered  by  a  healthy  350-horsepower 
engine,  the  regular  Corvette  coupe  and 
convertible  have  all  the  performance 
required  to  satisfy  most  anyone  who  does- 
n't wear  a  Nomex  suit  and  a  full-face 
helmet  to  work. 

Speaking  of  those  who  do.  Corvette 
continues  to  dominate  sports  car  racing  cir- 
cuits worldwide.  Corvettes  finished  first 
and  second  in  the  GTS  class  in  the  2001 
running  of  the  24  Hours  of  Le  Mans  in 
France,  inarguably  the  world's  toughest 
and  most  prestigious  sports  car  race 


(especially  grueling  this  year 
due  to  dismally  wet  weather) 
The  victory,  according  to  Gen- 
eral Motors  Racing  Executive  Director 
Herb  Fischel,  was  "no  doubt  the  greatest 
victory  in  Corvette  history"  and  "a  great 
testament  to  the  concept  of  teamwork." 

And  that's  on  top  of  Corvette's  stun- 
ning overall  win  in  America's  premiere 
endurance  race,  the  2001  Rolex  24 
Hours  of  Daytona. 

Racing,  says  Corvette  Brand  Manager 
Jim  Campbell,  simply  improves  the  breed. 
"If  you  look  at  the  product  we  put  on  the 
track  and  the  one  we  put  in  the  show- 
room, they're  so  similar.  And  both  get 
better  because  of  the  other." 

Cadillac  Escalade: 

The  Sophisticated  Brute 

When  the  Escalade  was  introduced  in 
1998,  Cadillac's  first-ever  sport  utility  vehi- 
cle suddenly  filled  a  niche  that  not  even 
Cadillac  was  certain  existed.  The  company 
sold  23,897  Escalades  in  1999  —  70% 
more  than  it  had  expected. 

Best  of  all,  Cadillac  figured  that  it  had 
either  gained  or  hung  onto  23,897  cus- 
tomers who  would  have  gone  elsewhere 
had  Cadillac  not  offered  an  SUV. 

Meanwhile,  General  Motors  was  hard 
at  work  on  an  all-new  sport  utility  platform 
with  an  entirely  new  breed  of  engine. 
Based  on  this  new  GM  platform,  there 
was  little  doubt  that  the  2002  Escalade 
would  be  an  improvement  on  the  original. 


But  would  It  still  be  a  Cadillac? 

Indeed  it  is.  If  you  get  the  all-whee 
version  of  the  2002  Escalade,  you  ge 
6.0-liter,  345-horsepower  V-8.  The 
wheel-dnve  Escalade  gets  the  poter 
liter,  285-horsepower\/-8.  Though  tl 
wheel-drive  Escalade  weighs  in  a 
under  three  tons,  the  6.0-liter  V-S  c 
the  load  from  0  to  60mph  in  less  thar 
seconds  —  and  feels  even  faster 

With  its  massive  grille,  prominent 
lights  and  brand-new  wreath  and  cres 
will  serve  as  Cadillac's  trademark  • 
future  models,  the  Escalade  has  cl 
been  crafted  with  distinctiveness  in  i 
The  supple  leather  interior  with  Zeb 
wood  trim  includes  heated  front  seats 
10-way  power  operation,  and  the  stei 
a  premium  Bose  system  with  a  six-dis 
player  The  Escalade  seats  eight,  but  ii 
event  that  cargo  space  is  needed,  the 
most  seat  can  easily  be  removed. 

On  the  road,  the  Escalade  is  star 
ly  nimble,  due  in  part  to  the  comp 
ized  Road  Sensing  Suspension  Sys 
'which  uses  a  microprocessor-based 
trol  module  that  adjusts  shock  absc 
settings  immediately  to  both  paver 
and  speed. 

The  6.0-liter  engine  and  the  four-sf 
automatic  transmission  are  an  exce 
match,  and  allow  the  all-wheel-c 
Escalade  to  tow  as  much  as  8,500  Ibs^ 


driving  Bluetooth™  wireless  technology 
u  Visteon  is  leveraging  its  vast  automotive 
onics  and  systems  integration  expertise  to 

i  Bluetooth  wireless  technology  into  the  vehicle. 

\  /ireless  technology  offers  drivers  many  promising 

■  ractical  applications.  By  integrating  Bluetooth 
!  is  technology,  Visteon  is  making  the  connection 

■  'en  your  life  and  your  vehicle  simple. 

I  jgh  this  revolutionary  technology,  Visteon 
f  es  effortless  data  exchange  and  hands-free 
ition.  Wireless  synchronization  between 
iicie  and  portable  devices  means  information 
essible  when  you  need  it  and  mobile  phone 
>  lunications  can  be  routed  through  the  vehicle's 


audio  system.  Visteon  is  incorporating  these  features 
into  vehicles  that  will  be  on  the  road  as  early  as  next 
year.  So  take  a  ride  into  the  world  of  seamless 
integration.  And  when  you  think  about  Bluetooth 
wireless  technology  merging  with  your  vehicle, 
think  Visteon. 

Call  us  or  visit  visteon.com  and  enter  the  code 
"blueSf "  in  the  VISTconnect  field  on  our  homepage. 


Visteon 


See  tfie  possibiiities 


IJETOOTH  trademarks  are  owned  by  Telefonaktiebolaget  L  M  Ericsson.  Sweden 


■ —    ■  ' —  i  ,.     .  ."■ — '  — 

ww.visteon.com  VISTcpnnect  code:  blueSf  l.SOO.VISTEON     :        NYSE:  VC 


towing  package  is  standard,  with  rear  sen- 
sors that  beep  more  rapidly  as  you  back 
towards  an  obstacle. 

The  available  all-wheel-drive  connbined 
with  standard  traction  control,  computer- 
ized stability  control  and  four-wheel  anti- 
lock  disc  brakes  make  the  Escalade  a  sure- 
footed choice  in  foul  weather.  With 
standard  front  and  side  airbags  and  one 
year  of  free  premium  service  from  OnStar, 
the  satellite-linked  emergency  communi- 
cations system,  the  Escalade  will  hold  an 
indelible  appeal  for  the  safety-conscious 
luxury  SUV  freak. 

"Cadillac  is  a  legendary  brand  with  a  her- 
itage that  is  recognized  around  the  world," 
states  Mark  R.  LaNeve,  general  manager 
of  Cadillac.  That  heritage,  which  dates  all 
the  way  back  to  1903  and  includes  the 
world's  first  mass-produced  V-8  engine, 
now  features  a  sport  utility  vehicle  with  the 
most  powerful  V-8  to  be  found  in  any  SUV. 

OnStar:  Satellite-Linked 
Communications  Technology 
At  the  Touch  of  a  Button 

What  can  technology  do  for  you? 

Ask  Rod  Noles.  He  owns  a  real  estate 
brokerage  in  Louisiana,  and  was  vacation- 
ing with  his  family  in  Las  Vegas.  They 
wanted  to  see  one  show  in  particular  — 
"EFX"  at  the  MGM  Grand,  starring  Tommy 
Tune.  But  how  to  find  tickets? 

Noles  pressed  the  OnStar  button  in  his 
car.  Immediately,  using  a  combination  of 
cellular  and  satellite  technology,  the 


Whether  securing 
theater  tickets  or 
summoning  an 
ambulance,  it's 
all  in  a  day's 
work  for 
the  operators 
at  OnStar. 

OnStar  operator  responded 
Part  of  the  OnStar  service 
that  Noles  subscribed  to 
included  a  "concierge"  feature,  and  Noles 
wanted  to  try  it  out.  Might  it  be  possible 
to  get  four  tickets  to  the  show?  Noles 
gave  the  operator  his  credit  card  number 
and  e-mail  address,  and  she  went  to 
work  on  her  computer. 

When  Noles  arrived  at  the  MGM 
Grand's  will-call  window,  there  were  four 
tickets  waiting  for  him.  Four  front-row 
seats.  "I  was  just  blown  away,"  says  Noles. 

Don  Swanson  found  that  OnStar  oper- 
ators were  there  when  he  needed  them, 
too  —  this  time  in  a  far  more  lethal  situ- 
ation. Swanson,  his  wife  Pat,  their  two 
small  children  and  his  wife's  mother 
were  in  the  Swanson's  new  Chevrolet 
Venture  minivan  on  a  dark,  unfamiliar 
highway  during  a  weekend  trip  through 
rural  Iowa.  Their  minivan  collided  with 
another  van,  rolled  several  times,  and 
came  to  rest  upside-down. 

Seconds  later,  a  dazed  Don  Swanson 
heard  a  voice  say,  "Help  is  on  the  way." 
It  was  an  OnStar  advisor.  As  soon  as 
the  minivan's  airbags  deployed,  OnStar 
was  automatically  notified.  The  operator 
pinpointed  the  minivan's  location,  noti- 
fied emergency  services  and  directed 
them  to  the  accident.  An  ambulance 
arrived  in  minutes. 

Whether  securing  theater  tickets  or 
summoning  an  ambulance,  it's  all  in  a  day's 
work  for  the  advisors  who  operate  the  two 


OnStar  command  centers  in  Michigj 
North  Carolina  on  a  24-7  basis. 

OnStar  service  is  available  in 
General  Motors,  Acura,  Lexus  anc 
vehicles.  So  whether  you  need  0 
to  find  the  nearest  motel,  open  yo 
door  when  you've  locked  your 
inside  or  help  track  your  vehicle  i 
event  of  a  theft,  help  is  always  ave 
at  the  touch  of  a  button. 

Chevrolet  Tahoe: 
Embodying  the  History  of  the  SU 

The  Chevrolet  Tahoe  traces  its  lir 
back  to  the  introduction  of  the  K5  E 
in  1969.  A  sort  of  pickup  truck  with  e 
seat  and  a  cover  over  the  bed,  the 
paratively  rustic  K5  stands  today  a 
of  the  unsung  heroes  in  the  sport 
movement.  While  Chevrolet  built  f 
than  5,000  of  them  in  1969.  produ 
increased  to  well  over  1 1 ,000  in 
44,000  in  1972,  74,000  in  1976 
90,000  in  1979. 

Production  of  the  Blazer  cont 
"through  1994,  when  two  impo 
things  happened.  A  smaller  Chevy 
which  had  been  sharing  the  B 
name,  got  to  have  it  exclusively,  \ 
the  K5-sized  Blazer  became  theTc 
Then,  midway  through  the  1995  rr 
year,  a  four-door  version  appeared  a 
side  the  two-door. 
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It's  easy  for  things  to  blow  up  around  you  when  you're  on  the  phone.  Which  is  why 

THE  BATMOBILE  AND  DOZENS  OF  OnSTAR^-EQU I PPED  MODELS  NOW  HAVE  VOICE-ACTIVATED  PERSONAL 

nl  Calling.  Call  out  any  number  or  preprogrammed  name  ("Call  Vicki  Vale,"  "Call  home")  and 

(X  •  you're  automatically  connected.  No  looking  down  to  dial  a  number  and  no  phone  to 

HOLD,  WHICH  FREES  YOU  TO  CONCENTRATE  ON  MORE  IMPORTANT  THINGS.  LIKE  DRIVING. 
To  LEARN  MORE,  CALL  1 -888-0NSTAR-7  OR  VISIT  ONSTAR.COM. 


How  CAN  WE  HELP  YOU? 


Available  in  select  markets.  OnStar  service  agreement  required.  Personal  Calling  usage  charges  apply. 

BATMAN  AND  ALL  related  CHARACTERS  AND  ELEMENTS  ARE  TRADEMARKS  AND  fJ  OF  DC  COMICS  SOI.  ®200l  ONSTAR  CORP.  ALL  RIGHTS  RESERVED. 


Delphi's  EMERGEN™ 
*^i5  Stop-Start  System 
^eomtines  the  generator 
and  starter  motor  into  a 
single  unit,  resulting  in 
notable  consumer  and 
city-environment  benefits. 


Sales  skyrocketed.  Customers  who  had 
wanted  an  SUV  but  needed  easy  access 
to  the  rear  seat  suddenly  had  a  viable  alter- 
native to  a  minivan  or  a  sedan.  So  com- 
plete was  the  dominance  of  the  four-door 
that  in  1999,  the  two-door  faded  away. 

2000  brought  with  it  the  appearance  of 
an  all-new Tahoe.  Although  it  retained  the 
ruggedness  of  the  original  K5,  the  2000 
version  came  with  luxury  options  like 
leather  upholstery,  a  world-class  stereo 
with  a  compact  disc  player,  a  sunroof,  full 
power-operated  accessories  including  six- 
way  powered  front  seats,  a  universal 
garage  door  opener,  the  OnStar  emer- 
gency communications  system  and  even 
radio  controls  for  rear-seat  passengers. 

According  to  Tahoe  Brand  Manager 
Steve  Ramsey,  "Tahoe  buyers  are  'doers.' 
They've  told  us  that  compared  to  other 
sport  utilities,  Tahoe  is  the  one  they'd 
depend  on  to  go  anywhere  and  do  any- 
thing. That  tried-and-true  reputation  is 
something  the  newer  entries  can't  claim." 

While  remaining  true  to  the  rough  n' 
tough  spirit  of  a  long  line  of  Chevrolet 
SUVs,  the  new  Tahoe  has  definitely  ben- 
efited from  the  recent  advances  in  auto- 
motive technology.  The  available  Autotrac 
four-wheel-drive  system  allows  the  Tahoe 
to  travel  in  rear-wheel  drive  until  an 
onboard  computer  senses  a  difference  in 
the  traction  between  the  front  and  rear 
wheels,  such  as  might  occur  on  icy  pave- 
ment. In  a  fraction  of  a  second,  the  com- 
puter activates  an  electric  sensor  that 


takes  power  away  from  the 
rear  wheels  and  applies  it  to 
the  front  wheels  until  full  trac- 
tion is  regained. 

Beneath  the  hood,  the  standard  4.8- 
liter  VortecV-S  pumps  out  a  healthy  275 
horsepower.  The  5.3-liter  Vortec  V-8  has 
285  horsepower  and  an  extra  35  foot- 
pounds of  torque,  which  adds  substan- 
tially to  the  overall  pulling  power.  The 
transmission  is  a  rugged  four-speed 
automatic,  which,  at  the  touch  of  a 
button,  can  reprogram  its  shift  points  to 
maximize  power  for  towing. 

Sophisticated?  Sure.  But  still  ready 
for  adventure. 

Delphi:  Steering  Technology 
Towards  the  Future 

While  the  cost  of  gasoline  appears  to 
have  stabilized  for  the  moment,  the 
recent  rise  and  fall  of  the  prices  we  pay 
at  the  pump  was  a  jarring  reminder  of 
just  how  dependent  we  are  on  fossil 
fuels.  While  the  price  flux  may  have 
caught  many  of  us  by  surprise,  gas 
mileage  has  long  been  a  primary  concern 
for  Delphi  Automotive  Systems  and  its 
200,000  plus  employees. 

"Our  industry  needs  to  implement 
available  technologies  in  order  to  con- 
serve gasoline  and  get  more  miles  per 
dollar,"  states  Delphi  board  member  and 
Executive  Vice  President  Don  Runkle, 
who  is  also  president  of  Delphi's  Dynam- 
ics and  Propulsion  Center. 


While  they  may  not  be  immediate 
ibie  to  the  consumer,  Delphi's  existin 
pending  technologies  could  increase 
economy  by  as  much  as  15%.  Ar 
these  programs  is  E-Steer,  an  aW-ek 
power  steering  system  that  eliminate 
traditional  power  steering  pump,  I- 
hydraulic  fluid,  drive  belt  and  pulley 
of  which  place  a  power-  and  economy 
ping  drag  on  the  engine.  Delphi's  ek 
power  steering  system,  which  will  be 
able  in  the  U.S.  by  2003,  can  increase 
mileage  by  4%. 

Energen  5,  a  "stop-start"  systen^ 
uses  a  combined  starter  and  alternate 
allows  the  engine  to  stop  when  a  ve 
is  idling  and  restart  almost  instantane 
ly  when  the  accelerator  is  pressed,  c 
add  5%  to  an  automobile's  fuel  econi 

Technology  designed  to  increase 
mileage  isn't  all  Delphi  is  working  on 
of  Delphi's  most  highly  anticipated 
world  applications  is  Quadrasteer,  a 
wheel  steering  system  for  full-size  ve^ 
—  especially  trucks  and  vans.  Avai 
within  the  next  year  on  selected  Ge' 
Motors  trucks,  Quadrasteer  allows  the 
wheels  to  steer  at  slight  angles  to  the  ■ 
wheels  depending  on  the  vehicle's  sc 
and  the  steering  input  from  the  dnve 
slow  speeds,  when  the  front  wheel." 
turned  left,  the  rear  wheels  steer  siic 
right,  making  an  extendeck:ab  pickup  t 


A.  car  % 

that  can  see 
and  talk? 


"Very  responsive." 

Delphi  Automotive  Systems  is 
working  to  make  vehicles  respond 
to  drivers  as  well  as  the  road.  Our 
Communiport®  Mobile  MultiMedia 
Systems  can  navigate,  download, 
read,  listen  and  speak.  Our 
Forewai-n®  Collision  Avoidance 
Systems  will  help  drivers  see 
360  degrees  around  them.  And 
our  42-vol,t  system  can  power 
all  thi?. .  .and  more.  To  find  out 
more  about  how  these  future 
technologies  can  respond  to 
you,  visit  www.delphiauto.com. 


Fingerprint 
Identification 

System  woultl 
eliminate  the 

need  for  keys. 


very  nearly  as  agile  as  a  small  car  At  higher 
speeds,  the  rear  wheels  steer  in  the  same 
direction  as  the  front  wheels,  dramatically 
adding  to  the  vehicle's  stability,  handling 
and  control.  Quadrasteer  can  also  be  made 
to  work  withTraxxar,  Delphi's  vehicle  sta- 
bility system  that  integrates  multiple  func- 
tions in  order  to  enhance  control.  For  exam- 
ple, if  the  brakes  are  applied  and  the 
system  detects  that  the  wheels  on  one 
side  of  the  vehicle  are  on  ice,  Traxxar  can 
monitor  the  braking  imbalance  and  even  ini- 
tiate a  small  corrective  steer  to  help  prevent 
the  vehicle  from  being  pulled  to  one  side. 

"This  enhanced  vehicle  control  is 
subtle,  and  often  undetected  by  the 
driver,"  says  Ashok  Chandy,  manager  of 
Delphi's  vehicle  dynamics  unit.  "The 
driver  may  not  even  realize  that  a  wheel 
has  encountered  an  icy  patch." 

Visteon:  Redefining  Digital  Technology 

Plenty  of  vehicles  are  available  with  key- 
less entry,  meaning  that  the  doors  unlock 
at  the  touch  of  a  button  on  a  key  or  key 
fob.  Visteon  is  preparing  to  one-up  keyless 
entry  with  hands-free  entry,  coupled  with 
the  capability  to  start  a  car  using  only  one 
digit  —  a  fingerprint. 

Visteon's  Fingerprint  Identification 
System  would  allow  drivers  to  start  their 
vehicles  by  placing  a  fingertip  on  a  credit 
card-sized  panel  that's  capable  of  instant 
fingerprint  analysis.  If  your  fingerprint  does- 
n't match  the  authorized  data  in  the 
system,  the  vehicle  won't  start. 


And  by  recognizing  one  or 
more  authorized  prints,  the  ^^^H 
Fingerprint  Identification 
System  can  immediately  personalize  such 
settings  as  seat  and  steering  wheel  place- 
ment, radio  and  climate  control  settings, 
or  even  the  delivery  of  e-mail  intended 
specifically  for  different  drivers. 

Even  before  the  driver  enters  the  car, 
access  can  be  gained  with  Visteon's 
Hands-Free  Entry  System  technology.  Cus- 
tomers would  carry  a  personalized  Cus- 
tomer Identification  Device  that  could  be 
incorporated  into  a  card,  watch,  pager  or 
phone.  Upon  the  driver's  approach,  the 
Hands-Free  Entry  System  would  read  a 
series  of  encrypted,  wireless  transmis- 
sions being  broadcast  from  the  Customer 
Identification  Device,  unlock  the  door  and 
disarm  all  security  features. 

Combined,  the  Fingerprint  Identification 
System  and  the  Hands-Free  Entry  System 
could  eliminate  the  need  for  keys,  door 
lock  cylinders  and  ignition  cylinders,  reduc- 
ing weight  and  the  number  of  required 
mechanical  components. 

It  is  precisely  this  type  of  science  fiction- 
esque  automotive  technology  that  has 
become  Visteon's  trademark.  Launched  in 
1997  the  company  benefits  from  over  100 
years  of  Ford  design  heritage  and  80  years 
of  experience  in  accomplished  integrated 
systems.  With  more  than  82,000  employ- 
ees in  25  countries,  Visteon  counts  among 
its  customers  the  20  largest  vehicle  man- 
ufacturers in  the  world. 


Currently  featured  in  the  all-new  '. 
Infiniti  Q45  and  the  sophisticated  Ja 
S-Type,  Visteon's  voice  recognition  i 
nology  recognizes  normal  speech 
terns,  and  allows  for  such  hands^ 
operations  as  turning  on  the  winds! 
wipers,  making  phone  calls  and  adjuj 
the  sound  system  and  climate  con 
For  the  new  Jaguar  X-Type,  Visteon  dl 
oped  a  voice  recognition  system  w 
vocabulary  of  nearly  140  words  in  n 
pie  languages.  Capable  of  interfacing 
a  navigational  system  as  well  as  a  te 
sion  with  teletext  functions,  Visteon  \ 
Technology  recognizes  key  wordi 
French,  German,  Italian,  Japanesei 
Spanish,  and  can  differentiate  betv\ 
English  as  spoken  in  the  U.S.  and  ir 
United  Kingdom. 

"Visteon  Voice  Technology  has  fcl 
very  successful  since  its  launch  in  1 
with  the  Jaguar  S-Type,"  says  li 
Davies,  Visteon  programs  director  foi 
Jaguar  Customer  Business  Unit, 
anticipate  that  our  second-genera 
voice  technology  in  the  X-Type  will  ap 
to  a  target  market  of  drivers  who  v 
and  appreciate  the  benefits  of  advar 
in-vehicle  electronics  capabilities." 

For  more  information  on  the  products  and 
companies  featured  in  this  section,  please  vis 

www.chevrolet.com  •  www.cadillac.com 
www.visteon.com  •  www.onstar.com 
wvvw.delphiauto.com 


ONE  WORD  BEFORE  YOU  VENTURE  OFF  INTO  THE 
WILDERNESS  WITHOUT  ONSTAR*:  "DELIVERANCE." 
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Che\A'  '  Tilioc  <_;i\'i.:s  voii  the  pcnvcr  to  explore  the  most  remote  places.  And  the  confidence  to  know  you'll  .sjjet 
back.  With  availahle  QiStar;  no  matter  what  trouble  you  encounter,  an  Advisor  is  ready  to  help  at  the  touch 
of  a  button.  Designed  widi  powerful,  adx'anccd  engines  and  du^  highest  number  of  safety  and  secui  iry  Icatures 
in  it.s  liiston',  the  ncw-gcncrarion  C^hcxT  Taht^c  is  ntnvhere  near  anything.  800-950-2438  or  chevrolet.com 


Oracle 


Larry  Ellison  still  yearns  to  make  Oracle  the  biggest  software 
outfit  in  the  world.  That  will  only  happen  if  he  can  capture 
something  that  has  eluded  him:  a  killer  applications  business. 

BY  CARLEEN  HAWN 

Larry  Ellison,  founder  and  chief  executive  of  software  giant  Oracle  Corp.,  is  fightin'  mad. 
His  stock  is  down  53%  in  a  year,  competition  is  boUing  in  his  database  market  and  Or- 
acle just  turned  in  its  worst  quarterly  results  in  terms  of  revenue  growth  in  ten  years.  It's 
moments  Uke  these,  when  his  back  is  against  the  wall,  that  Ellison  is  fiercest.  And  so  it 
was  on  a  recent  balmy  June  evening  that  Ellison,  clad  in  a  glimmering  rust-colored  suit, 
swaggered  onto  the  dais  in  the  auditorium  of  Oracle's  Redwood  Shores,  Calif  head- 
quarters and  faced  an  audience  of  Wall  Street  analysts.  "Whatever  you  want  to  talk 
about,"  he  said,  settling  into  the  solitary  chair  on  the  stage.  He  then  launched  into  a  30- 
minute,  profanity- riddled  diatribe  in  which  he  attacked  his  partners,  his  competitors,  the  government 
and  almost  everyone  in  the  room. 

He  attacked  IBM's  new  Unix-based  DB2  database  ("a  real  piece  of  crap"  that  only  "Canadian  pro- 
grammers know  how  to  operate").  He  reamed  Microsoft  for  breaking  the  law  and  designing  a  "stupid- 
ass  architecture"  for  its  SQL  Server  database.  He  saved  his  strongest  vitriol  for  applications  vendors 
Ariba,  E.piphany  and  Commerce  One.  "You  must  be  kidding!  These  things  aren't  companies,  they're 
features!"  Turning  to  the  crowd,  he  lunged  for  the  jugular:  "You  guys  recommended  their  stocks,  and 
you  think  I'm  stupid?!!" 

Strangely,  the  audience  erupted  in  applause.  Then  someone  asked  about  Oracle's  results  for  the 
quarter  ended  May  31:  revenue  of  $3.3  bUlion  feU  3%  firom  a  year  ago,  net  income  from  operations 
slipped  8%  to  $855  million  and  sales  of  Oracle's  trademark  databases,  which  grew  12%  just  a  year 
ago,  came  in  flat.  Worse,  sales  of  applications  dropped  24%  at  a  time  when  rivals  like  SAP  and  Siebel 
Systems  had  gains  of  that  much  or  more.  Such  numbers  betray  a  critical  fact:  Oracle  and  its  fabled 
leader  are  caught  in  a  squeeze.  The  database  business,  which  provides  a  third  of  the  company's  rev- 
enue, is  saturated  and  likely  to  grow  at  most  15%  a  year  between  now  and  2006.  To  achieve  the  one 
thing  that  motivates  him  most — to  shove  aside  Microsoft  as  the  biggest  software  company  on  the 
planet — Oracle  must  succeed  where  it  has  failed  repeatedly:  in  applications  software.  Applications  run 
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on  top  of  a  database  and  handle  such 
jobs  as  billing,  accounting  and  payroll. 
Their  importance  to  Oracle  is  a  matter 
of  simple  math.  Apps  software  grows 
23%  a  year  and  will  pass  $100  billion  in 
four  years,  says  research  firm  AMR. 
Apps  are  why  Microsoft  has  more  than 
twice  Oracle's  sales  ($23  billion)  and 
net  income  ($9.4  billion),  and  three 
times  its  market  cap  ($360  billion  ver- 
sus $105  biUion  for  Oracle).  "If  we  win 
at  applications,  we  will  become  number 
one,"  Ellison  vows. 

If.  Next  year  Oracle  celebrates  its 
25th  birthday.  Larry  Ellison  celebrates 
his  58th.  Time  is  running  out.  Isolated 
and  lacking  a  strong  second  tier  of 
management,  he  faces  a  radically 
changing  industry  and  a  far  richer  field 
of  competition  than  ever  before. 

For  the  first  time  in  a  decade,  he  is 
running  Oracle  on  his  own.  Infamous 
for  cavalier  firings,  Ellison  has  burned 
through  ten  top  lieutenants  in  as  many 
years,  seeding  Silicon  Valley  with  some 


and  the  brightest — and  then  he  tries  to 
destroy  them." 

Often  his  defectors  end  up  compet- 
ing against  him,  a  confrontation  he  rel- 
ishes. "Larry  Ellison  is  a  silver-backed 
gorilla  alpha  male,"  says  his  friend  and 
former  Oracle  disciple,  David  Roux, 
now  at  buyout  firm  Silver  Lake  Part- 
ners. "He  will  respond  to  a  direct  chal- 
lenge, but  only  to  a  direct  challenge." 

Ellison  may  be  a  nightmare  to  work 
for,  but  his  martial  methods  have  cre- 
ated unimaginable  wealth  for  his  share- 
holders and  his  managers.  Since  first  of- 
fered to  the  public  in  early  1986,  Oracle 
shares  have  risen  41,000%  to  $19.  Mi- 
crosoft went  public  one  day  after  Oracle, 
and  it's  up  45,000%,  but  Oracle  has 
been  closing  the  gap,  having  outgained 
its  rival  27-fold  over  the  past  three  years. 

Piloting  Oracle  into  the  next  decade 
will  demand  all  the  creativity  and  force 
of  will  EUison  can  muster — and  a  vastly 
altered  approach.  The  powerful  data- 
bases that  underlie  applications  are  Elli- 


son's forte,  requiring  elegant  engine 
ing  but  not  much  customer  face  tii 
The  apps  business,  which  now  provii 
$1  billion  of  Oracle's  $10.9  billion 
sales,  is  just  the  opposite:  The  code 
unremarkable,  and  doing  a  great  job 
quires  endless  contact  with  custom^ 
to  learn  their  business.  This  entaill 
personality  transplant  for  an  out 
known  for  bullying  clients  and  bei 
unapologetic  about  software  with  bui 

Worse,  it  pits  Oracle  against  partni 
that  developed  applications  software 
run  atop  Oracle  databases,  includi 
SAP,  Siebel  and  PeopleSoft.  PeopleS^ 
Chief  Craig  Conway,  who  spent  eig 
years  at  Oracle,  has  shifted  his  sa! 
focus  to  IBM's  DB2.  "IBM  is  a  perffl 
partner.  Oracle  goes  out  and  proclaii|  rtment 
you  are  an  idiot,"  he  says.  "When  y< 
alienate  everybody,  you  become  som 
one  no  one  wants  to  play  with." 

No  question,  Ellison  has  been  betl 
at  competing  than  collaborating.  A| 
sale  that  goes  to  someone  else,  he  lii 
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The  Captain's  Log 


AUGUST  1944 

Lawrence  Joseph 
Ellison  born  to  unwed 
mother  in  New  York. 
He  is  raised  by  an  aunt 
and  uncle  in  Chicago. 

1966  After  dropping 
out  of  University  of 
Chicago,  Ellison  moves 
to  California,  gets  job 
as  programmer. 


1977  Ellison,  Bob 
Miner  and  Ed  Gates 
see  opportunity  in  IBM 
white  paper  on  rela- 
tional databases  and 
found  what  became 
Oracle. 


1985  Jeff 
Walker  joins 
company, 
starts 


applications  business 
as  vehicle  for  selling 
databases. 

1986  Oracle  goes 
public,  one  day  before 


Microsoft,  at  $15  a 
share.  Ellison's  34% 
stake  then  worth 
$90  million.  Year-end 
revenue  $55.4  million. 


1991  Oracle 
restates  1990 
sales,  takes  huge 
losses.  Board 
debates  firing 
Ellison.  Recruits 
chief  financial  of- 
ficer Jeff  Henley, 


of  its  toughest  and  best-trained  man- 
agers. He  lost  President  Raymond  Lane 
and  senior  executive  Gary  Bloom  last 
year  and  refuses  to  name  a  successor. 
"It's  a  dumb  idea,"  he  says. 

"Larry  doesn't  foster  a  lot  of  loy- 
alty," says  ex-Ellison  protege  Thomas 
Siebel,  founder  of  Siebel  Systems,  which 
has  a  long-running  feud  with  Oracle. 
"People  stay  at  Oracle  because  they  are 
well  paid  and  fear  recrimination 
But  Larry  is  a  control  freak.  He 
has  a  knack  for  taking  the  best 
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Ray  Lane  a  year  lateit  isueil. 

leactii 

1995  At  a  Paris 
technology  confer 
ence,  Ellison  predic 
the  demise  of  Mi- 
crosoft because  of  th 
rise  of  the  Internet. 


athln 


1997  Ellison  saysii 
"wakes  up"  to  the 
then-$20-billion  appll 
cations  market,  starts 
spending  heavily  to 


Oracle 

•tinew 
solve  ti 


A  glistening 
tower  at 
Oracle's 
Redwood 
Shores  base 


law 

Man 


to  say  in  quoting  th  lison 
Japanese,  "is  taking  ric  orl(l,v 
out  of  my  children!  usion 
bowl." 

In  the  quarter-ceil 
tury  since  he  and  two  partners  fas' 
ioned  the  first  commercial  "relational 
database  out  of  a  white  paper  froi) 
IBM,  Ellison  has  transformed  a  pid 
dUng  start-up  with  a  staff"  of 
into  a  global  juggernau 
with  40,000  employee? 
Before  Oracle  came  aloni 


rface 


'he 

jeatjo 


"People  stay  at  Oracle  because  they  are  well  paid 
and  fear  recrimination. 

But  Larry  is  a  control  freak. 

He  has  a  knack  for  taking  the  best 
 and  the  brightest— and  then  he  tries  to  destroy  them. 


an  01  I 

rporate  data  would  be  stored  in  sepa- 
E  and  rigid  "hierarchical"  databases 
istparti  It  could  be  interrelated  only  with 
ioftwai  rtiy  hand  programming.  A  relational 
abase  knits  separate  libraries  of 
ta  together  seamlessly  so  that, 
example,  customer  orders 
linked  to  factory  invento- 
k,  or  the  personnel  de- 
rtment's  hiring  records 
401(k)  balances  main- 
led  by  another 
)artment. 

This  kind  of  power 
vhat  made  Oracle 
ie,liel  n,  and  it  has  made 


teUigence  Agency.  In  1977  he  and  part- 
ners Edward  Oates  and  the  late  Robert 
Miner  founded  what  became  Oracle, 
inspired  by  the  CIA  job's  code  name. 

From  the  earliest  days  Ellison  re- 
warded ruthlessness,  glamorously  so,  at 
one  point  paying  sales  bonuses  in  gold 
coins.  It  wasn't  enough  for  Oracle  to 
beat  rivals — Ellison  wanted  them  driv- 
en out  of  business.  And  they  were:  In 
1994  Ingres  disappeared  in  a  distress 
sale;  by  the  late 
Sayonara,  1990s  Sybase  was 

Ellison's  ,  4^    .^u  *u 

,  ^  only  one-tenth  the 

80-foot  ' 

open-water  size  of  Oracle,  and 
racing  yacht,     still  is;  and  in  July 


joined  to  run  U.S.  operations. 

Right  away.  Lane  and  board  mem- 
ber Joseph  Costello  (then-chief  execu- 
tive of  Cadence  Design  Systems)  began 
pushing  Ellison  to  expand  the  applica- 
tions business,  then  5%  of  company 
revenue.  Ellison  wasn't  all  that  inter- 
ested. In  1993  he  named  a  longtime  in- 
sider and  his  chief  quality  officer, 
Ronald  Wohl,  to  run  apps.  Lane  and 
Costello  condemned  him.  When  Wohl 
addressed  the  board  a  year  later,  "it  was 
an  uninspiring,  uninsightful  presenta- 
tion with  no  clear  picture  for  how  he 
would  beat  the  competition,"  says 
Costello.  He  was  so  unimpressed,  in 
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ison  one  of  the  richest  men  in  the 
rid,  worth  $27  billion,  a  stunning  as- 
ision  fi-om  difficult  origins. 
I  Lawrence  Joseph  Ellison  was  born 
irter-i  [Manhattan  on  Aug.  17,  1944  to  an 
lers  fi  cnown  father  and  an  unwed  mother, 
elatio  o  months  later  gave  him  to  an  aunt 
peril  i  uncle  in  Chicago.  In  his  20s  Ellison 
jda]  )pped  out  of  the  University  of 
staff  icago  and  headed  West,  landing  in 
ggeti  rkeley,  Calif,  and  getting  into  pro- 
mming.  By  the  mid-1970s  he  was 
iigning  a  database  for  the  Central  In- 


run  the  company. 


1999  Ellison  now 
taking  back  turf 
given  to  Ray  Lane 
and  other 
senior  staff. 

2000  In  May 

Oracle  releases 
first  fully 

integrated 
1  applica- 
tions 


suite,  called  Hi.  It  is 
riddled  with  bugs, 
infuriating  customers. 
Ellison  ousts  Lane  in 
June.  Oracle  stock  falls 
14%  in  five  days.  Tenth 
stock  split  in  October 
means  each  IPO  share 
is  now  324  shares. 
Gary  Bloom  resigns 
in  November. 

2001  Ellison 
releases  revamped 


version  of  Hi,  predicts 
50%  to  70%  growth  in 
application  sales  by 
year-end.  Oracle  re- 
ports worst  quarterly 
revenue  growth  in  ten 
years.  Apps  sales  off 
24%.  Unbowed,  Ellison 
berates  Wall  Street 
analysts,  pledges  new 
incentives  for  sales 
force.  Weeks  later, 
he  begins  two-month 
hiatus  from  office. 


iildii 


iploti 


Informix  was  swallowed  up  by  IBM. 

Oracle's  first  run  at  applications 
came  in  1985,  when  Jeffrey  Walker  of 
Walker  Interactive  Products  talked  Elli- 
son into  forming  a  dedicated  apps  busi- 
ness mainly  as  a  handmaiden  to  sell 
more  databases.  Apps  were  still  small 
when,  in  1990,  Ellison  faced  the  biggest 
crisis  of  his  career:  an  accounting  scan- 
dal involving  inflated  sales.  It  almost 
bankrupted  Oracle  and  led  the  board  to 
bring  in  an  outsider:  Raymond  Lane,  a 
Booz,  Allen  &  Hamilton  consultant, 


fact,  that  Costello  refused  to  buy  Oracle 
applications  for  Cadence,  choosing  SAP 
instead.  Costello  says  Ellison  fired  him 
over  the  issue  in  1995. 

From  1991  to  1997  apps  sales  grew 
from  $100  million  to  just  under  $500 
million,  but  Oracle  was  still  losing  big 
contracts  to  competitors  like  SAP.  "We 
were  getting  our  clocks  cleaned,"  says 
Lane,  who  wanted  to  poach  a  new 
leader  from,  say,  SAP.  At  one  point  two 
senior  executives  threatened  to  resign 
unless  Wohl  was  replaced.  Yet  Ellison 
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refused  to  remove  Wohl,  whom  he  calls 
"really  bright,  immensely  capable." 

"I  think  it's  fair  to  say  that  Larry 
may  have  taken  a  risk  on  me  [but  it 
has]  proved  out  perfectly,"  says  Wohl  in 
his  own  defense. 

Ellison  says  he  finally  "woke  up"  to 
the  apps  issue  in  1997  when  he  began 
supervising  the  business.  But  instead  of 
fixing  the  old  problems,  he  launched  an 
entirely  new  strategy:  browser-based 
apps.  Suddenly  he  realized  that  in  an 
Internet-wired  world,  apps  could  give 
him  direct  access  to  the  user  and,  in 
tandem  with  database  software,  give 
Oracle  control  of  the  entire  computing 
platform.  So  long,  Microsoft. 

Instead  of  the  specialized  products 
that  Siebel  and  the  like  were  selling.  El- 


"Oracle  is  a  bully  and  I  get 

the  impression  that 
 they're  proud  of  it." 


lison  pledged  to  deliver  an  integrated 
"suite"  of  applications  that  would  re- 
quire no  customization  or  costly  instal- 
lation. It  would  automate  human  re- 
sources (take  that,  PeopleSoft!),  sales 
efforts  (and  that,  Siebel!)  and  supply- 
chain  management  (look  out,  12  Tech- 
nologies!). Oracle  would  deliver  it  over 
the  Web  and  manage  it  for  customers. 

Ellison's  new  push  invigorated  even 
his  heir  apparent,  Ray  Lane,  who  had 
risen  to  president  in  1996.  But  Oracle's 
software  partners  were  outraged,  feeding 
EUison's  fire  all  the  more.  "I  feel  like  the 


Red  Queen  in  Through  the  Looki 
Glass"  he  says,  "but  when  everyone 
says  you're  crazy,  that's  exactly  wh 
you  want  to  be.  If  we're  right,  thii 
pretty  messianic  stuff."  Messianic?  Vi 
does  this  guy  think  he  is? 

By  mid- 1998  Ellison  was  underc 
ting  Lane,  taking  away  his  contro 
Oracle's  marketing  department. 

Then  Ellison  had  a  close  brush  vt 
death.  In  December  1998  Ellison  an 
crew  of  23  sailors  aboard  his  80-f 
yacht,  Sayonara,  set  out  on  a  630-n 
ocean  race  from  Australia  to  Tasmai 


I  Love  You,  I  Hate  You 


Larry  Ellison  has  trained  and  lost  several  of  the  best  executives  in  Silicon  Valley.  Now  some  compete  against  him. 


GARY  KENNEDY  (1982-90). 
As  head  of  sales,  drove  early 
growth.  Forced  out  after  1990 
accounting  fiasco  that  nearly 
sank  the  company. 

JEFF  WALKER  (1985-91). 
Initial  applications  boss 
and  chief  financial  officer 
also  deposed  after 
accounting  scandal. 
Now  chairman  of  software 
vendor  TenFold. 


DAVID  ROUX0994-9SJ. 

Ran  corporate  development, 
M&A  and  equity  investments! 
Left  to  found  LBO  firm 
Silver  Lake  Partners. 

RAY  LANE  (1992-2000). 
Heir  apparent  and  president 
quit  when  Ellison  stripped 
him  of  power.  Now  a  partner 
at  Kleiner,  Perkins. 


TOM  SIEBEL  (1984-90). 
An  early  Ellison  protege,  left 
after  Ellison  turned  down 
idea  for  a  sales  automation 
product.  Now  founder  and 
chief  of  Siebel  Systems. 


CRAIG  CONWAY  (1985-93). 
Eight-year  Oracle  veteran 
left  as  senior  vice  president 
of  marketing.  Now  chief 
executive  of  PeopleSoft. 

TERRY  GARNETT  (1990-94). 
Rose  to  top  job  in  marketing, 
quit  in  a  bitter  clash  with 
Ellison.  Became  venture 
capitalist,  funded  Siebel. 

JOE  COSTELLO  (1990-95). 
Invited  by  Ellison  to  join 
board,  looked  like  a  potential 
successor  Sparred  with 
Ellison  often.  Finally  quit 


over  applications-driven  feud. 

MARC  BENIOFF  (198&-99). 
Recruited  at  21,  leapfrogged 
over  senior  executives  as 
Ellison  favorite.  Founded 
Salesforce.com,  funded  by 
Ellison,  now  a  competitor 


Gary  Bloom 


GARY  BLOOM  (1986-2000). 
Managed  nearly  all  Oracle 
business  units  in  14-year 
tenure.  Hoped  to  replace 
Lane  as  Ellison's  right  hand. 
Didn't  happen.  Left  to  be 
chief  of  Veritas  Software. 
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As  a  business  grows,  new  challenges  unfold.  In  order  to  flourish,  you  must  adapt.  At  Wausau,  our  experience 
and  flexibility  enable  us  to  handle  whatever  comes  up.  No  matter  how  tough  or  how  delicate  it  may  be. 
Wausau  Insurance  Companies  ■  2000  Westwood  Drive,  Wausau,  Wl  54401  •  wausau.com « A+  A.M.  Best  Rating  ■  Member  of  Liberty  Mutual  Group 


What  can  we  do  to  help  you? 


Hurricane-force  winds  and  waves  up  to 
50  feet  high  drowned  6  sailors  and 
forced  dozens  of  boats  to  quit.  ElHson 
lost  no  crew,  but  couldn't  steer  the  boat 
in  such  rough  seas.  Humiliated,  he  had 
to  turn  the  wheel  over  to  a  professional. 

"I  couldn't  do  it.  I  just  couldn't  do 
it,"  he  recalls.  More  than  two  years  later, 
talking  about  the  race  still  brings  him  to 
the  verge  of  tears.  For  once,  Ellison  says, 
he  faced  his  own  limitations.  "This  life 
is  just  so  precious,  so  brief" 

The  consequences  of  his  newfound 
perspective  landed  squarely  on  Ray 
Lane.  By  mid- 1999  Ellison  had  with- 
drawn much  of  the  power  he  had  be- 
stowed on  Lane  and  others.  In  addition 
to  the  applications  business,  he  took 
control  of  development,  marketing  and 
services,  which  all  began  reporting  to 
him  or,  tacitly,  through  his  new  aide, 
Safra  Catz.  He  even  insisted  on  approv- 
ing individual  licensing  contracts. 

Buoyed  by  demand  from  dot-coms 
and  exploding  Internet  traffic,  Oracle 
grew  rapidly.  For  a  few  days  in  early 
2000,  Ellison  surpassed  Bill  Gates  as  the 
richest  man  in  the  world.  By  June  of  last 
year  he  was  through  with  having  any 


Win  the  Battle,  Lose  the  War 

Oracle  shares  outperform  Microsoft's,  yet  Ellison  loses  the  war  for  hearts  and  mini 
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Source:  FT  Interactive  Data  via  FactSet  Researctt  Systems. 

who  had  already  assumed  some  of 
Lane's  duties  the  year  before,  quit  in 
November  when  it  became  clear  to  him 
that  he  would  never  succeed  Ellison.  He 
now  runs  Veritas  Software,  a  data  stor- 
age software  company. 

Ellison  could  surely  use  a  strong 
number  two  now — to  help  build  the 
applications  business.  Though  it  pro- 
vides only  10%  of  Oracle's  revenue,  it 
consumes  two-thirds  of  the  firm's 
$1  billion  research  budget.  Notwith- 
standing the  investment,  Oracle's  new 
suite,  Hi,  debuted  in  May  2000,  months 
later  than  originally  planned.  Even 


"Oracle  goes  out  and  proclaims 

that  you  nn 
are  an  idiot.  WnGn  yOU 

alienate  everybody  in  the 

food  chain,  you  become 
someone  no  one  wants  to  play  with." 


successor:  Ray  Lane  had  to  go. 

Lane  says  he  got  a  call  from  Ellison 
on  June  30  telling  him  he  was  no  longer 
president  because  Oracle  needed  a  sin- 
gle point  of  authority  as  it  adapted  to 
the  Net.  Lane  quit  on  the  spot,  but 
walked  out  the  door  with  stock  and  op- 
tions worth  $450  million,  assuming 
he's  still  hung  on  to  the  shares. 

Not  all  the  exiles  were  so  lucky. 
Pierre  Carlo  Falotti,  who  ran  European 
sales,  claims  in  a  lawsuit  that  he  was 
axed  days  before  his  stock  options  ftilly 
vested.  Gary  Bloom,  a  14-year  veteran 


then,  it  was  incomplete  and  had  5,000 
bugs,  infuriating  customers. 

Oracle  has  long  had  testy  relations 
with  its  clients.  "Oracle  is  a  buUy,  and  I 
get  the  impression  they're  proud  of  it," 
says  Jeremy  Young,  head  of  the  inde- 
pendent Oracle  Applications  User 
Group  or  OAUG.  "It's  all  well  and  good 
to  have  a  go  at  Siebel  or  PeopleSoft,  but 
why  have  a  go  at  your  own  customers?" 

Ellison  is  having  trouble  pushing 
apps  to  center  stage.  Pressed  to  explain 
Oracle's  poor  showing,  he  responds: 
"We  think  of  the  problem  completely 


differently.  Data  is  at  the  center,  not 
plications.  Oracle  9i  [the  latest  da 
base]  is  the  Holy  Grail." 

"Larry  is  an  engineer  at  heart, 
likes  solving  complex  problems  w 
elegant  solutions,"  says  Robert  A 
trian  of  Banc  of  America  Securiti 
who  has  followed  Oracle  since  its 
tial  public  offering.  Databases  are  a 
gant;  payroll  programs  are  borii 
But,  Austrian  says:  "The  market  cap 
applications  software  companies 
$200  billion.  That's  the  market 
that  got  away." 

Lounging  on  the  deck  by  a  cr 
talline,  pebble-bottomed  pond  at 
immaculate  Japanese-style  home 
Atherton,  Calif,  Ellison  strikes 
serene  tone.  "Do  I  regret  we  didi 
focus  on  applications  sooner?  A 
solutely.  Of  course  I  wish  I'd  work 
harder  on  it.  I've  made  tons  of  m 
takes."  But  he  adds:  "Applicatio 
was  messy  and  archaic  before  the  N 
The  technology  underpinnings  w€ 
not  there." 

Pondering  his — and  Oracle's — f 
ture,  Ellison  quotes  a  Zen  prover 
"Your  garden  is  never  complete  un 
there  is  nothing  left  to  take  out  of 
Kind  of  cryptic.  He  adds:  "I  don't  wai 
to  miss  anything."  And,  "I  will  st 
here  until  we  are  winning  virtua 
every  applications  sale  in  the  market 
To  rephrase  that  Japanese  philosop 
a  bit:  His  mission  won't  be  completi 
unless  there  is  no  more  business 
take  away  from  SAP  and  Siebel 
seems  that,  with  or  without  a  fi 
mate,  Ellison  will  be  at  the  helm  fon 
while  longer. 
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Time  and  time  again, 
organizations  like  these 
turn  to  Autonomy. 
For  them,  it's  an  automatic 
decision. 


For  more  information  on  how  Autonomy  can  improve  your 
business  efficiency  by  automating  the  management  of  all 
your  digital  information,  call  us  free  on  1-877-MYAUTONOMY 
or  visit  our  website  at  vww.autonomy.com 
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Out  of  the  Gutter 

CHRIS  PETERS  is  repackaging  the  Professional  Bowlers  Association  with 
star  players  and  a  TV  deal.  Does  he  have  a  prayer  of  making  the  league  cool) 


BY  MONTE  BURKE 

IF  YOU  WATCHED  BOWLING  THE  LAST 
time  it  was  regularly  televised,  in 
1997 — and  why  would  you  have 
bothered? — ^you  won't  recognize  the 
sport  when  the  men's  tour  returns  to 
television  in  September.  The  pudgy  sad 
sacks  who  lumbered  onto  the  lanes  be- 
tween cigarette  breaks  are  gone.  The  re- 
vamped tour  will  look  more  like  a  first- 
class  sports  league,  with  slick  arenas,  live 
music  and  fans  cheering  stars  like  Danny 
A.  Wiseman  of  Baltimore,  who  sports 
black  faux  leather  pants  and  a  snazzy 
purple  ball. 

G.  Chris  Peters,  the  former  Mi- 
crosoft Office  chief  who  bought  the  be- 
leaguered Professional  Bowlers  Associa- 
tion with  two  fi-iends  for  $5  million  last 
year,  hopes  to  capitalize  on  a  rekindled 
national  interest  in  the  sport.  Teens  are 
flocking  to  bowling  alleys,  where  some 
are  stealing  shoes  to  wear  as  streetwear 
— a  mini  fashion  craze.  There's  a  popu- 
lar NBC  show,  Ed,  set  in  a  bowling  alley. 
There's  even  a  new  Bowling  Champ 
Barbie  fi-om  Mattel. 

But  can  bowling  make  it  big  on  TV? 
Playing  up  kids'  interest,  Peters  con- 
vinced ESPN  to  pay  an  undisclosed  sum 
to  televise  souped-up  events  on  Sunday 
afternoons  and  Tuesday  evenings  be- 
ginning this  fall.  There's  even  a  national 
sponsor.  Miller  Brewing.  The  beermaker 
hopes  to  score  if  the  PBA  tour  succeeds 
in  creating  stars  and  competition  that 
will  attract  25-year-old  fans.  And  Nike 
may  add  its  swoosh  to  PBA  bowling 
shirts,  a  marketing  coup  for  the  league. 

But  attracting  viewers  and  advertis- 
ers will  be  a  slow  build  at  best.  ESPN  says 
the  PBA  tour  will  probably  roU  only  a  1 
rating  (l  million  households)  this  fall — 
enough  for  a  cable  show  to  turn  a  profit 


but  far  short  of  the  2.5  ratings  that 
prompted  ABC  five  years  ago  to  boot  the 
league  off  its  broadcast  network  after  a 
35-year  run.  The  network  griped  about 
the  dwindling  audience  and  small-time 
advertisers  that  were  pitching  products 
for  body  odor  and  jock  itch. 

Ad  buyers  say  even  a  1  rating  is  too 
ambitious.  "They  must  be  out  of  their 
minds,"  says  Jon  D.  Mandel,  a  director 
of  MediaCom. 

And  so  they  may  be.  Still,  Peters  is 
working  quickly  to  spruce  up  the  orga- 
nization. Retiring  $3.5  million  in  debt 


with  the  $5  million  purchase  price  was  2 
start.  He  also  scrapped  its  not-for-profil 
status  and  set  up  at  least  $10  million  in 
financing  from  his  two  partners  an<i 
himself.  Peters'  goal  is  to  sell  enougl) 
sponsorships  and  PBA  merchandise  tcj 
break  even  by  2004. 

Marketing  is  key.  Much  will  depend 
on  the  the  league's  abUity  to  create  comi 
pelling  heroes  and  villains  out  of  PBA 
stars — much  like  wrestling.  "Every  sport 
has  its  freaks,"  says  Wiseman,  befors 
roIUng  a  strike.  Too  soon  to  predict  if  thfl 
PBA  will  score  one,  too.  I 
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PIG  IN  A  POKE 

Famous  Dave's  barbecue-and-blues  combination  seemed 
a  surefire  winner— until  it  hit  the  big  time. 


BY  KEMP  POWERS 

Is  IT  SCALABLE?"  WAS  THE  MOST 
frequently  asked  question  by  onetime 
backers  of  dot-coms.  But  it's  an  issue 
that  has  also  haunted  restaurateur 
David  Anderson,  founder  of  Eden 
Prairie,  Minn.-based  Famous  Dave's  of 
America,  for  a  half-dozen  years.  A  single 
"Famous  Dave's  BBQ  Shack"  opened  in 
1994;  its  zesty  dishes  served  up  in  a  fam- 
ily-oriented setting  v^ere  an  instant  hit  in 
the  soul-food-challenged  upper 
Midvv^est.  That  got  Anderson,  a 
Chicago-bred  Native  American 
who  made  his  fortune  running 
reservation  gaming  concern 
Grand  Casinos,  thinking  about 
expansion.  "People  always 
asked  me  if  barbecue  can 
travel,"  he  recalls.  "I'd  say,  ■  \ 
'What  does  everyone  have  in 
their  backyard?' " 

Inspired  by  the  success  of 
another  Minnesota  business, 
Rainforest  Cafe  (which  Ander-  ^/ 
son  helped  found),  Dave  de- 
cided to  "theme  up"  in  1996.  A 
10,500-square-foot  "barbecue  and  blues" 
flagship  restaurant  in  Minneapolis' 
trendy  Uptown  neighborhood  featured 
electric  guitars  on  the  walls  and  the  re- 
created rumbling  sound  of  a  Chicago  El 
train  overhead.  Nightly  blues  perfor- 
mances by,  among  others,  the  "Famous 
Dave's  All-Stars"  and  dancing  kept  the 
place  hopping.  And  the  owners  thinking 
big.  Dave's  went  public  later  that  year, 
raising  $15  million  and  boasting  it  could 
open  hundreds  of  stores  nationwdde,  all 
company- owned,  by  2001. 


Investors  bought  into  the  idea,  bid- 
ding up  the  stock  from  $7  to  $20.50  a 
share  shortly  after  the  offering,  valuing 
the  company  at  $168  million.  This  de- 
spite the  fact  that  Dave's  ended  the  year 
losing  $700,000  on  sales  of  $4.7  million. 

Then  the  comeuppance:  opening  a 
restaurant  in  Chicago's  touristy  River 
North  district,  near  a  Hard  Rock  Cafe,  a 
Planet  Hollywood  and  a  Rock  'n'  Roll 
McDonald's.  "The  blues  club  in  Chicago 


I0I 


was  dead  on  arrival,"  says  Jack  E.  Nielsen, 
an  analyst  for  Miller  Johnson  Steichen 
Kinnard  who  has  covered  Dave's  since 
its  initial  offering.  "In  Minneapolis 
they're  one  of  what — two?  In  Chicago 
they're  going  up  against  big  hitters.  That 
club  alone  dragged  their  EPS  down  by 
seven  cents." 

That  failure — since  opening  in  1999, 
the  restaurant  has  lost  undisclosed  mil- 
lions of  dollars — plus  The  Street's  sud- 
den scorn  for  theme  chains,  battered  the 
stock  to  a  low  of  $1.75  in  October  1998. 


But  the  problems  went  deeper.  Davejl 
lost  $6.6  million  on  sales  of  $47  mLUicj 
in  1999;  its  growth  plan  stalled  at  2| 
stores,  all  in  the  upper  Midwest.  After  tH 
chief  executive  resigned,  Anderson  r« 
placed  him  with  Martin  O'Dowd,  wli( 
had  headed  Rainforest  for  4  years,  ani 
hired  as  chief  financial  officer  Kennetl 
Stanecki,  who'd  spent  12  years  in  finan(j 
and  operations  at  Burger  King.  1 
"The  only  thing  holding  the  corrj 
pany  together,"  says  O'Dowd,  "was  th 
quality  of  the  food."  First  challenge:  fix 
ing  a  growth  strategy  that  resulted  in  $1 
million  of  debt.  It  sometimes  cost  Davei| 
more  than  $3  million  to  open  a  restaU 
rant,  which  might  hit  $1.8  million  in  sale 
the  first  year.  O'Dowd  trimmed  that  in 
vestment  to  $2.2  million  and  strove  fa 
revenues  of  $2.4  million  from  eacl 
store.  He  also  dumped  rural  and  urbai 
expansion  in  favor  of  the  more  lucraj 
tive  suburban  market  in  areas  outsidj 
of  Washington  D.C.,  Salt  Lake  City  an(| 
Baltimore. 

O'Dowd  also  jettisoned  the  insan^ 

Trying  to  get  it  right  the  second  time  around  j 
Dave  Anderson  (left),  Martin  O'Dowd. 
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practice  of  running  all  company-owned 
stores.  Dave's  has  signed  up  49  fran- 
chisees, who  pay  an  initial  fee  of  $45,000 
and  5%  of  annual  sales.  By  year-end  there 
should  be  20  franchised  restaurants. 

Dave's  is  back  in  Chicago,  too,  with  a 
new  partner.  R&B  musician  Isaac  Hayes 
came  on  in  May,  along  with  Memphis- 
based  Lifestyle  Ventures.  The  terms: 
Dave's,  which  owns  40%  of  the  club, 
contributed  assets  worth  $2.6  million, 
while  Lifestyle  Ventures  kicked  in  an 


STANDING 
ALONE 

A  decade  ago  Andy  Anderson 
licensed  a  device  he  hoped 
would  save  lives  and  make 
him  rich.  He's  still  waiting. 

BY  MARY  ELLEN  EGAN 

IF  SUCCESS  WERE  MEASURED  BY  PERSE- 
verance,  Charles  (Andy)  Anderson 
would  be  richer  than  BiU  Gates.  But, 
thanks  to  bad  luck  and  his  own  naivete, 
the  former  NASA  project  manager  is  just 
scraping  by.  The  device  he  and  biomed- 
ical engineer  Ray  P.  Schwarz  quit  the 
agency  to  commercially  develop  a 
decade  ago — a  rotating-vessel  bioreac- 
tor  to  grow  three-dimensional  human 
tissue  outside  the  body — had  promise. 
"This  could  lead  to  growing  organs  for 
transplantation,"  says  Anderson,  now 
67.  "The  technology  was  so  fantastic,  we 
thought  it  would  be  an  instant  success." 

Not  quite.  In  1991  his  Houston- 
based  Synthecon  was  granted  the  license 
for  the  bioreactor  in  exchange  for 
$10,000  in  cash  and  a  pledge  to  pay 
NASA  5%  of  all  nongovernmental  sales 
for  20  years.  Relying  on  Anderson's 
$2,000  monthly  pension  checks  from 
the  Navy  and  Schwarz's  savings,  the  two 
assembled  a  few  $5,000  devices. 

But  where  were  the  customers?  An- 
derson approached  universities  and  labs. 
No  luck.  "They  wanted  scientific  papers, 
and  we  didn't  have  any  published  re- 


undisclosed  amount  of  working  capital, 
operating  assets  and  leasehold  interests. 
Hayes  will  perform  at  least  two  or  three 
times  a  year  at  the  club — so  may  musi- 
cian friends  ranging  from  Chick  Corea 
and  Al  Jarreau  to  Boyz  II  Men  and  Peabo 
Bryson — and  add  a  big  dollop  of  p.r. 

So  far,  so  good.  Last  year  Dave's 
earned  $2.1  million  (its  first  net  profit 
ever)  on  sales  of  $70  million.  Revenues 
for  the  first  half  of  2001  increased  29% 
over  the  same  period  last  year,  and 


search  to  back  up  our  claims,"  says  An- 
derson. Its  first  year  Synthecon  pulled  in 
$65,000  in  revenues,  mostly  from  NASA. 

When  it  became  clear  the  company 
would  go  under,  Dr.  Glenn  Spaulding, 
then  director  of  NASA's  biotech  program, 
intervened,  offering  yearly  grants  averag- 
ing $150,000  to  labs  willing  to  buy  biore- 
actors  and  use  them  in  their  research. 
Within  18  months  Synthecon  sold  50  de- 


comp-store  sales  nudged  up  3.1%, 
ninth  consecutive  quarter  of  posit 
same-store  revenue  growth.  Since  Ja: 
ary,  shares  have  jumped  fi"om  $3  to  a 
cent  $10. 

But  better  times  seem  to  be  breed 
cockiness.  By  2005,  says  O'Dowd,  Da'l 
will  be  a  chain  of  230  stores,  growLnd 
such  tough  new  markets  as  Tennes 
and  Georgia,  where  barbecue  is  as  fan 
iar  as  collard  greens.  Hmm.  Time,  p 
haps,  to  add  humble  pie  to  the  menu 


Machine  dreai 
Anderson  hopes 
bioreactor 
create  human  orga 


vices  to  the  likes  of  the  National  Lnstitut 
of  Health  and  Baylor  College  of  Med 
cine — barely  enough  to  stave  off  deaf 
But  it  would  be  years  before  research  bast 
on  the  bioreactor  would  be  published. 

Nothing  seemed  to  be  breaking  Ai 
derson's  way.  He  called  on  executiv« 
from  VivoRx,  a  biotech  firm  in  Sant 
Monica,  Calif.,  only  to  learn  a  fe' 
months  later  that  the  company  had  ap 
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Dizzy  Dean 
understood  it.  The 
importance  of  the 
human  touch.  Yet  in 
today^s  busiaess  world, 
it's  in  short  supply 
Phone  and  Internet 
customers  often  feel 
unknown,  unappreci- 
ated. At  Siebel,  our 
application  software 
lets  you  give 
your  customers 
personalized  service. 
Companies  like 
IBM,  Quaker  Oats 
and  MetLife  use 
our  technology 
Companies  whose 
customers  feel  the 
relationship  is 
personal.  Because  it  is. 


Good  service 
is  good  business. 


www.siebel.com  1-800-356-3321 


plied  to  NASA  and  won  a  license  on  the 
bioreactor  for  medical  applications 
(Synthecon  owned  the  patent  on  the 
technology).  "What  we  presented  to 
them  was  confidential,"  Anderson 
flimes,  six  years  later.  He  sued  VivoRx 
for  breach  of  confidentiality,  fraud  and 
unfair  business  practices.  After  two  and 
a  half  years  of  litigation,  though  the  case 
was  settled,  Synthecon  effectively  pre- 
vailed: NASA  retracted  VivoRx's  license 
because  the  company  was  in  financial 
straits  and  fending  off  another  suit.  But 
to  defray  $750,000  in  legal  fees— far 
more  than  the  company  was  bringing 
in — Anderson  and  Schwarz  had  to  give 
their  attorney  one-third  of  the  company. 

To  stimulate  sales  the  pair  finally  did 
some  market  research.  Recognizing  that 
many  potential  customers  were  working 
with  highly  contagious  diseases,  they 
came  out  in  1996  with  a  cheaper  model 
($1,800)  with  four  disposable  vessels 
($260).  For  the  first  time  since  they 
founded  the  company,  Anderson  and 
Schwarz  were  able  to  draw  a  modest 


Defying  Gravity, 


The  weightlessness  of  the  bioreactor 
allows  cells  to  grow  into  three-dimen- 
sional tissue— an  advantage  over  the 
flat  aggregation  of  cells  in  petri  dishes. 


Belt  drive 


Culture  chamber 


Oxygenator 
membrane 


salary,  $1,000  a  month,  as  Synthecon  lost 
a  mere  $11 0,900  on  sales  of  $475,000. 

Then  suddenly,  legitimacy.  In  1997 
the  NIH  published  a  series  of  experi- 
ments that  relied  on  a  bioreactor — tests 
of  antiviral  agents  like  AZT  on  tonsil 
cells  infected  with  HIV.  For  the  first  time 
researchers  were  able  to  track  the  virus 


in  an  environment  nearly  identical  t( 
the  human  body  and  to  pinpoint  th 
rate  of  infection  more  accurately.  Thjl 
results  appeared  in  Science  &  Medicim\ 
By  1999  Synthecon  earned  $76,000  oi 
revenues  of  $666,500.  Sales  jumped  38°A\ 
last  year,  helped  by  a  $20,000  bioreactol 
that  allows  the  extraction  of  intact  cell 
without  stopping  the  machine.  Profits! 
though,  slipped  to  $29,000  because  o 
legal  fees  for  new  patents. 

Still,  Anderson  couldn't  be  more  up 
beat.  A  license  from  NASA  to  grow  i 
human  immunosuppressant  protein,  ht 
says,  vv'ill  help  him  produce  a  line  o| 
drugs  for  diseases  of  the  autoimmune 
system  like  lupus.  Schwarz  has  a  mori 
tempered  view  of  Synthecon's  prospects 
"It  was  a  very  tough  go,  and  one  couli 
argue  that  it  hasn't  gone  far."  Weary  o 
the  stress,  Schwarz  left  the  company  las] 
year,  though  he  retains  a  one-third  stakei 
"What  we  really  need  is  an  outside  in 
vestor  with  deep  pockets  to  take  the  tech 
nology  and  run  with  it,"  he  says.  Firstj 
he'll  have  to  get  by  Anderson. 
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Video  Game 

The  world  has  been  waiting  for  the  Jetsons-like  videophone  since  1964.  It's  here .. 


BY  LEIGH  GALLAGHER 

IN  A  LOFT  CLUTTERED  WITH  A  COL- 
lection  of  Asian  musical  instru- 
ments in  New  York's  tony  TriBeCa 
neighborhood,  Jaron  Lanier,  a  41- 
year-old  academic  with  long 
dreadlocks  and  big  dreams,  has 
been  pursuing  what  might  one  day  be 
the  next  Next  Big  Thing  in  cyberspace. 
He  is  pioneering  what  he  calls  tele-im- 
mersion, a  form  of  virtual  reality  devel- 
oped as  a  test  application  for  Internet2, 
the  superfast  network  being  built  by  a 
consortium  of  universities. 

Tele-immersion  uses  up  to  ten  cam- 
eras to  collect  images  of  a  person  from 
multiple  perspectives;  it  transmits  that 
data  and  projects  an  image  on  a  screen, 
creating  a  three-dimensional  "moving 
sculpture" — the  ultimate  videoconfer- 
ence — by  using  head-mounted  sensors 
that  adjust  the  perspective  as  the  viewer 
shifts  position.  The  effect  is  a  resynthe- 
sized,  life-size,  3-D  image  of  the  remote 
party.  Right  now  a  single  demo  costs 
tens  of  thousands  of  dollars,  but  Lanier 
is  getting  commercial  inquiries,  and  he 
predicts  tele-immersion  will  be  com- 
mercially viable  in  a  decade. 

A  big  breakthrough  has  always  been 
just  beyond  the  horizon  in  the  quest  for 
the  perfect  merging  of  video  and  the 
telephone.  The  videophone  may  be  the 
most  famous  underachiever  in  the  his- 
tory of  high  technology.  AT&T  valiantly 
unveiled  its  first  Picturephone  at  the 
1964  World's  Fair  and  predicted  a  mil- 


lion people  would  be  using  it  by  1980. 
More  than  35  years  later  we're  a  long 
way  from  living  like  the  Jetsons.  Video- 
conferencing has  been  expensive, 
glitch -ridden  and  kludgy,  with  herky- 
jerky  pictures  and  a  dropped-call  rate 
that  has  approached  50%. 

Yet  a  quiet  revolution  is  taking  hold 
in  the  melding  of  video  and  telephone. 
Prices  of  corporate  systems  have  fallen 
below  $5,000,  and  a  new  push  in  the 
consumer  market  by  Microsoft,  Yahoo 
and  other  big  players  could  make  video 
calls  commonplace.  That  would  bode 
well  for  corporate  travel  budgets,  which 
have  been  slashed  almost  30%  this  year, 
according  to  one  recent  survey;  it  also 
raises  the  stakes  on  really  bad  hair  days. 

Some  4  million  users  already  do 
some  videoconferencing  on  the  cheap, 
attaching  an  $80  Webcam  to  their  ma- 
chines. Until  now  most  consumers  have 
had  to  settle  for  grainy  broadcast  im- 
ages on  their  PCs.  Now  Polycom's 
Via  Video  desktop  unit  plugs  into  a  USB 
port  and  transmits  video  at  30  frames 
per  second  over  a  broadband  connec- 
tion; at  $600,  it  will  have  to  fall  further 
in  price  before  it  has  a  shot  at  mass 
adoption.  In  June  Yahoo  started  offer- 
ing video  imaging  with  its  instant  mes- 
saging service.  Microsoft's  Windows  XP 
will  offer  video  messaging  this  fall. 

At  the  corporate  end  of  the  market, 
teleconferencing  systems  once  rolled 
about  on  large  carts;  now  they  are  being 
supplanted  by  compact  set-top  boxes 


Beam  me  up:  '• 

At  Bristol-Myers  Squibb  ; 

videoconferencing  has  ' 
started  to  replace  travel. 
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derated  by  remote  control.  Thanks  to 
iter  graphics  and  network  chips,  de- 
between  sight  and  sound  are  down 
Dm  400  milliseconds  to  less  than  200 
illiseconds — still  ten  times  as  long  as 
e  delay  in  a  typical  phone  call. 

Corporate  videoconferencing  is  now 
t2-billion-a-year  market,  and  unit  sales 
e  up  140%  since  1997  to  84,000  systems 
t  year,  says  Telespan  Publishing  Corp. 
le  market  includes  Sony,  Picturetel, 
on  and  Tandberg,  but  the  new  leader  is 
lycom,  the  Milpitas,  Calif,  firm  that 
^pularized  the  set-top-box  standard. 

Videoconferencing  uses  complex  al- 
)rithms  that  compress  video  files  at 


one  end,  decompress  them  at  the  other 
and  transmit  them  through  coders  and 
decoders.  As  processing  power  has  got- 
ten faster  and  cheaper,  the  algorithms 
have  become  more  sophisticated.  It  is 
now  possible  to  link  parties  from  as 
many  as  ten  locations  with  each  moni- 
tor split  into  nine  separate  views,  Holly- 
wood Squares-style.  Calls  can  incorpo- 
rate graphics,  too.  Click  a  button  and 
the  person  on  the  other  end  shrinks 
down  to  a  corner  of  the  screen,  making 
room  for  a  PowerPoint  slide. 

Today  80%  of  all  corporate  video- 
conferences  occur  over  multiple  high- 
speed ISDN  phone  lines,  usually  at  384 


 TELECOM 

kilobits  per  second.  If  one  of  those 
channels  drops,  the  call  can  discon- 
nect. Within  several  years,  however, 
these  calls  will  largely  be  carried  over 
the  Internet,  where  data  can  hop  from 
router  to  router  on  a  path  of  least  re- 
sistance. This  allows  cheaper  connec- 
tions and  greater  potential  bandwidth. 

A  call  over  an  Internet  Protocol  net- 
work is  only  half  the  cost  of  an  ISDN  call, 
which  can  run  as  much  as  $350  an  hour 
for  a  call  from  New  York  to  London. 
Some  firms  offer  private  IP  networks 
dedicated  to  video:  Wire  One's  Glow- 
point  network  guarantees  a  99.4%  suc- 
cess rate;  in  lune  Sprint  launched  a  net- 
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Videoconferencing  still  takes  some  getting  used 
to.  Herewith,  a  few  etiquette  tips. 
SAY  HELLO.  Since  you  can't  shake  hands,  try 
to  introduce  yourself  with  a  nod  or  wave  to  the 
camera.  Ned  Riley,  president  of  videoconferenc- 
ing firm  NuVision,  flashes  a  peace  sign  if  the 
meeting  is  informal  enough. 
DON'T  YELL.  The  microphones  are  sensitive— 
there's  no  need  to  raise  your  voice. 
DON'T  WHISPER.  It's  rude;  plus,  everything 
gets  amplified  during  a  video  call.  Heavy  sighs, 
coughing  and  paper-shuffling  also  come  through 
loud  and  clear. 

SIT  STILL.  Tapping  with  a  pen  is  annoying  dur- 
ing a  regular  meeting  and  utterly  distracting  in  a 
videoconference.  Avoid  rocking  in  your  chair.  It 
blurs  the  video. 

PAY  ATTENTION.  Everyone  can  see  you— if 
you're  not  on  the  screen  in  New  York,  you  might 
be  on-screen  in  Dallas.  Don't  doodle,  yawn  or 
eat  pizza. 

DON'T  BE  A  SCORSESE.  Resist  getting  hung 
up  adjusting  camera  shots,  framing  angles  or  di- 
recting action— this  isn't  Hollywood. 
OR  A  SOPRANO.  Avoid  wearing  small,  busy 
patterns  that  make  it  harder  for  the  camera  to 
focus.  Lose  the  flashy  jewelry  that  might  re- 
flect light.  -L.G. 
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work  designed  to  carry  video  over  IP. 

Some  companies  are  betting 
heavily  on  videoconferencing.  Bris- 
tol-Myers Squibb,  which  has  used 
some  form  of  videoconferencing 
since  the  early  1990s,  has  doubled 
its  usage  in  two  years  and  figures  it 
saves  $2.5  million  a  year  on  travel 
costs.  It  built  or  refitted  207  confer- 
ence rooms  specifically  for  video 
and  installed  systems  in  the  offices 
of  27  executives.  The  video-call  suc- 
cess rate  at  Bristol-Myers  is  92%,  up 
from  82%  in  the  early  1990s.  These 
days  the  corporate  travel  depart- 
ment first  asks  any  employee  book- 
ing a  trip  whether  the  meeting  can 
be  conducted  by  videoconference. 

Disney's  ESPN  says  it  saved  $1.5 
million  by  using  videoconferencing 
to  cover  this  year's  NFL  draft.  In- 
stead of  sending  live  reporting 
crews,  it  installed  videoconferenc- 
ing equipment  at  27  of  the  32  NFL 
team  headquarters.  The  American 
Cancer  Society  has  installed  160 
videoconferencing  systems  to  con- 
nect its  U.S.  offices. 

For  all  its  recent  progress, 
videoconferencing  is  still  plenty 
glitch-prone.  Calls  can  take  30  min- 
utes to  set  up.  "The  joke  is,  'What 
time  does  the  10  o'clock  videocon- 
ference start?'"  quips  Ken  A.  Kali- 
noski,  chief  technology  officer  of 
Forgent,  an  Austin,  Tex.  provider  of 
videoconference  services. 

Routing  video  calls  over  the  In- 
ternet can  result  in  broadband  log- 
jams. "I've  done  IP  calls  where 
they're  beautiful,  and  then  I've  called 
the  same  location  20  minutes  later 
and  can't  even  reach  them,"  says 
Richard  Parlato,  executive  vice  pres- 
ident of  Proximity,  a  videoconfer- 
ence firm  m  Burlington,  Vt. 

But  Jaron  Lanier,  toiling  away  on 
tele- immersion  back  at  his  loft,  says 
not  to  worry — it  will  just  take  a  little 
time  to  work  out  the  kinks.  He  already 
is  at  work  on  a  version  that  allows 
you  to  touch  and  feel  the  remote  per- 
son. "Someday  it  will  happen,"  he 
says.  Sounds  just  like  AT&T  almost 
40  years  ago.  F 


Dialing  for  Dollars 

Your  company's  phone  bill  is  suddenly  out  of  control.  Would 
you  know  it  if  your  employees  had  a  thing  for  dial-a-porn? 


BY  KIRI  BLAKELEY 

IN  DECEMBER  1998  OTARI  CORR,  A 
maker  of  high-end  audio  equipment, 
noticed  some  unusual  charges  on  its 
phone  bill:  $30,000  a  month  in  calls  to 
the  Middle  East,  where  the  company 
does  no  business.  Otari's  long-distance 
carrier,  MCI,  blamed  the  problem  on 
the  switch  that  routed  Otari's  calls.  The 
switchmaker  blamed  it  on  MCI.  After 
paying  a  couple  of  the  contested  bills, 
Otari  hunkered  down  into  a  yearlong 
tug-of-war  with  the  carrier.  "It  was  an 
accounting  nightmare,"  says  Richard 
Wilson,  the  controller  for  the  Canoga 
Park,  Calif. -based  firm. 

Then  in  December  1999  Otari  got  a 
cold  call  from  QuantumShift,  a  small 
Novato,  Calif,  firm  that  manages  tele- 


com costs.  It  offered  to  nail  down  th 
Middle  East  problem  and  scour  Otarf  l|| 
phone  bills  for  cost-cutting  change 
that  could  save  up  to  30%.  Otari  gave  i  || 
a  shot.  QuantumShift  discovered  thj 
hackers  had  infiltrated  Otari's  switc  ||| 
and  were  selling  off  chunks  of  long-dis 
tance  time  to  buyers  in  places  like  Sauc 
Arabia  and  Kuwait.  The  switch  was  r 
placed.  After  some  more  cost-cuttin 
Otari's  bills  dropped  90%. 

Otari's  run-in  with  hackers  may  b 
an  extreme  case,  but  its  experience  un 
derscores  a  common  plight  of  businesi 
total  ignorance  of  telecom  costs.  Ye 
they  generally  are  a  company's  third-  oi 
fourth-largest  expense,  costing  $3,001 
to  $5,000  annually  per  employee! 
roughly  double  the  cost  of  five  yean 


Taming  the  wilds  of  telecom: 
QuantumShift's  Jeff  Richards, 
Scott  Schaefer  and  Ed  Brinskele. 
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color  just  blew  the  competition  out  of  the  office.  Our  network-ready  Phaser'  2135  color  printer,  from  the  combinerl  expertise  of  Tektronix''  and  Xerox, 
brilliant  1200-dpi  color  at  an  incredible  21ppm  and  black  at  26ppm.  It's  powered  by  a  500  Mfiz  processor  and  offers  a  2S50-sheet  capacity.  Plus,  it 
on  a  wide  variety  of  media,  up  to  12x18  and  751b  cover  stock.  Now  everything  you  create,  you  can  print  in-house.  Let  us  help  you  exceed  all  speed  limits 
ur  office  with  this  or  other  printers.  Call  1-877-362-6567  ext.  1815  or  visit  us  at  www.xerox.coni/officeprinting/printl814. 

DOCUMENT  COMPANY  xEROX  PRINTERS  MAKE  IT  HAPPEN.  XEROX 
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ago,  according  to  an  Aberdeen  Group 
survey  of  150  firms. 

Despite  falling  prices  for  high-speed 
bandwidth  and  wireless  service,  tele- 
com budgets  keep  growing  because  of 
increased  usage  and  new  services  such 
as  virtual  private  networks,  voice-mail 
storage  and  Web  hosting.  Most  busi- 
nesses haven't  spruced  up  billing  and 
accounting  to  keep  pace  with  the  com- 
plex services,  creating  a  system  riddled 
with  waste — paying  bills  for  inactive 
lines,  ignoring  discounts  and  failing  to 
spot  employee  fraud  and  curb  excessive 
dial-up  time  from  workers'  homes.  The 
result:  20%  to  30%  of  telecom  costs  are 
unnecessary.  "Choice  is  a  double-edged 
sword,"  says  QuantumShift  Chief  Exec- 
utive Scott  Schaefer. 

He  finds  a  warm  reception  in  a  field 
long  dominated  by  big  consulting  firms 
such  as  KPMG  and  Accenture  (nee  An- 
dersen Consulting).  Big  phone  compa- 
nies offer  cost-management  services, 
but  only  for  their  larger  customers  and 
only  for  their  own  services. 

MACHINES  


QuantumShift  buys  time  in  bulk 
from  AT&T,  Verizon,  Sprint,  MCI  and 
others,  then  resells  local  and  long  dis- 
tance, wireless  and  Internet  access  to  its 
clients  at  cheaper  rates.  A  client's  raw 
telecom  usage  data  are  fed  from  the  car- 
riers to  QuantumShift's  servers,  then 
translated  into  a  Web-based  telecom 
portal  with  pie  charts,  graphs  and  de- 
tailed lists.  A  client  can  identify  the  ten 
employees  who  yak  most  on  their  cell 
phones,  which  departments  exceed 
their  telecom  budgets  or  which  lines  are 
dark  but  still  paid  for.  One  software 
company  found  it  was  paying  for  an 
employee's  calls  to  a  psychic  hotline;  a 
pharmaceutical  company  was  able  to 
nix  calls  to  a  Super  Bowl  betting  line. 

Schaefer  says  he  can  cut  a  client's 
telecom  costs  10%  to  30%  within  a 
year,  even  after  including  his  fees,  which 
can  run  from  thousands  of  dollars  to 
multimillion-dollar  sums.  Revenue  will 
more  than  triple  this  year  to  $30  mil- 
lion, and  the  company  should  hit  posi- 
tive cash  flow  by  mid-2002.  The  pri- 


vately held  firm  has  raised  $100  mill 
from  Mayfield  Fund,  Thomas  We| 
Partners,  Bowman  Capital  and  oth 
it's  now  on  a  fourth  round. 

Jeffrey  Richards,  29,  a  former  Pri 
waterhouseCoopers  consultant,  foun« 
the  company  in  1997  with  Edw. 
Brinskele,  45,  an  engineer  who  desigi 
networks  for  companies  like  MCI  £ 
American  Express.  Last  year,  they  hi 
Schaefer,  who  started  as  a  jack  insta 
at  BellSouth  20  years  ago. 

Del  Monte  Foods,  which  used 
get  2,000  invoices  a  year  on  $2  mill 
in  telecom  charges,  signed  up  w 
QuantumShift  two  years  ago  a 
learned  that  employees  were  logg: 
on  to  the  dial-up  server  for  too  Ic 
and  that  a  contractor  was  doub 
billing  calls.  Both  problems  were  c 
rected,  saving  $10,000  a  month.  "T 
isn't  rocket  science,  it's  knowing  w 
you're  paying  for.  Most  of  us  don 
says  Del  Monte  controller  Da^ 
Rosati.  In  this  case,  ignorance  is 
bliss — it's  damned  expensive. 


Ever  Ready? 

BY  ERIKA  BROWN 

WIDELY  TOUTED  IN  THE  1970S  AS 
a  clean  energy  source,  the  fly- 
wheel flopped  when  it  became 
clear  you'd  need  one  the  size  of  a  train  car 
to  power  a  train.  But  flywheels,  which 
store  energy  in  kinetic  form  and  spin  it 
out  when  needed,  are  perfect  for  smooth- 
ing out  short-term  power  glitches.  A 
three-second  outage  at  a  chip  plant  can 
ruin  millions  of  dollars  of  product. 

Active  Power  of  Austin,  Tex.  has  cre- 
ated a  31 -inch-wide  flywheel  with  fewer 
parts  and  cheaper  materials.  Customers 
include  ST  Micro  Electronics,  the  U.S.  Air 
Force  and  Hewlett-Packard.  Attached  to 
a  Caterpillar  diesel,  it  bridges  the  gap  be- 
tween a  power  cut  and  the  generator  kick- 
ing in.  Next  up:  a  6-kilowatt  turbine  for 
rem.ote  cell  towers.  Inventor  and  Chief  Ex- 
ecutive Joseph  Pinkerton  hopes  to  boost 
sales  sixfold  to  $30  million  this  year.  F 


MAGNETIC  BEARINGS 

Bearings  at  both  ends  electro- 
magnetically  levitate  the  flywheel 
on  its  axis,  taking  on  90% 
of  Its  weight. 


FLYWHEEL   

This  flywheel  is 
made  of  steel  that 
costs  less  than 
50  cents  a  pound. 
Competitors'  fly- 
wheels use  a 
carbon  com- 
posite at  $90 
a  pound. 


BALLBEARINGS 

The  magnetic  bearings  do  the  heavy  lifting, 
leaving  only  50  pounds  of  weight  to  be 
handled  by  two  ball  bearings. 
The  lighter  load  lengthens 
their  longevity  to  several 
years;  otherwise  they 
would  wear  out  in  only 
a  few  months. 

VACUUM  CHAMBER 

Traditional  flywheels 
operate  in  open  air, 
creating  air  drag,  which 
slows  speed  and  sucks  up 
energy.  This  model's 
vacuum  chamber  re- 
duces air  drag,  requiring 
one-tenth  the  power  of 
traditional  flywheels  to 
run  the  motor.  Without 
the  vacuum  to  minimize 
friction,  the  steel  would 
melt  Into  chewing  gum. 


THE  WHEEL  DEAL 

Weight:  600  pounds  Height:  II  inches  •  Diameter:  31  inches  •  Speed:  550mph, 
or  7,70Qrpm  (most  motors:  I.SOOrpm)  Power  Density:  50  kilowatts  per  cubic 
foot  (ten  times  that  of  conventional  flywheels)  Patents:  29 
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WorldCom,  Inc  All  Rights  Reserved.  CODE:  EXISTS 


We  hate  to  split  hairs. 

But  if  you're  going  to  call  yourself  a  network 
solutions  provider,  shouldn't  you  first  own 
a  network? 

That  is  one  of  the  central  differences  between 
WorldCom  and  so  many  other  companies. 

We  own  the  most  scalable  IP  network — 
namely,  our  UUNET  network.  They  don't. 
We  plug  solutions  directly  into  our  network. 
They  can't.  We  look  after  your  data  over  the 
length  of  our  end-to-end  network  and  at  all 
points  in  between.  They  only  wish  they  could. 

All  of  which  means  that  we  take  precautions 
while  they  take  risks.  But  you  don't  have  to. 

Call  1-888-886-3829  for  a  no  cost,  no  obligation 
backup  plan. 


To  download  a  FREE  copy  of  IDC's 
"Internet  Growth  Fuels  IP  VPN  Growth," 
visit  www.worldcom.com/us/info/paper 


generation  d. 


Digital  Spin  By  John  C.  Dvorak 


Magic  Dust 


WHEN  LOU  GERSTNER  DELIVERED  HIS  ANNUAL 
speech  to  IBM  shareholders  in  April,  he  talked 
about  success  in  the  marketplace,  saying, 
"There  is  no  shortcut.  There  is  no  magic 
dust."  The  magic  dust  comment  got  little  at- 
tention, so  he  used  it  again  in  May  at  a  securities  analysts 
meeting  in  New  York.  Eleven  days  later  IBM's  Almaden  Re- 
search Center  debuted  a  new  hard  disk  dubbed  Pixie  Dust, 
seen  by  the  industry  as  a  quick  fix  for  its  looming  problem  of 
how  to  overcome  the  limits  of  physics.  Pixie  Dust  drives 
should  eventually  cram  100  gigabits  onto  a  square  inch  of 
disk  space,  increasing  areal  density  by  as  much  as  fourfold. 

Magic  dust,  indeed.  Industry  insiders  say  that  IBM's 
Pixie  Dust  is  no  different  from  the  Fujitsu  Lexis  (Layer  Ex- 
change Interaction  Stabilized)  technology  announced  12 
months  earlier.  Both  schemes  essentially  sandwich  an  anti- 
ferromagnetic  coupling  material — in  IBM's  case,  two  atoms 
of  ruthenium — between  two  magnetic  layers.  This  creates  a 
more  stable  signal,  dampening  the  dreaded  superparamag- 
netic effect,  whereby  particles  lose  their  charge  and  data  at 
densities  above  25  gigabits  per  square  inch.  The  dust  will 
allow  IBM  to  produce  drives  as  dense  as  300  gigabits  per 
square  inch  by  2005. 

Some  claim  IBM  has  engaged  in  baseless  bragging.  The 
company  also  trumpeted  a  superquiet  drive  recently.  It  uti- 
lized fluid  bearings.  Fujitsu  had  also  done  that  a  year  earlier. 
Of  course,  no  company  ever  went  broke  from  too  much 
publicity,  and  IBM  is  making  the  drive  business  seem  excit- 
ing, especially  v^dth  its  groovy  1-inch  gigabyte  MicroDrive, 
which  can  slip  into  digital  cameras.  The  sad  fact  is  that  the 
hard-disk  business  is  not  only  dead  in  its  tracks  but  actually 
going  downhill  for  the  first  time  in  its  history.  "The  business 
has  typically  grown  between  15%  and  25%  a  year  since  its 
inception,"  says  John  Monroe,  the  top  hard-drive  analyst  at 
Gartner/Dataquest.  The  industry  shipped  200  million  drives 
in  2000,  up  from  174  million  in  1999.  But  first-quarter  re- 
sults are  already  4  million  short  in  2001,  according  to  the  lat- 
est estimates  from  Gartner/Dataquest.  Dollar  volumes  are 
expected  to  drop  4%  in  2001. 

But  everyone  believes  that  the  business  is  going  to  come 
back  strong  and  actually — gasp! — make  profits.  Is  that  a 
snoot  full  of  pixie  dust?  Monroe  points  to  improved  inven- 
tory control  and  a  much  needed  slowdown  in  the  product 
cycle.  New  generations  of  drives  appear  every  9  to  12 
months,  effectively  doubling  disk  densities  every  year  since 
1995,  outpacing  every  other  high-tech  business.  This  torrid 
pace  strains  these  companies  to  an 
extreme. 


I 


"No  normal  human  bei 
on  Earth  wants  to  be  in  tl 
business  at  this  pace,"  says  4 
year  industry  veteran  Jarr 
Porter,  chief  executive  of  co 
sultancy  Disk/Trends.  Port 
thinks  the  end  of  the  1 
month  doubling  is  at  han 
Ted  Deffenbaugh,  vice  pre 
dent  of  product  strategy  f 
drivemaker  Maxtor,  expec 
the  new-product  cycle  to  sic 
to  15  months  within  the  ne 
two  years,  giving  the  di 
folks  time  to  manage  tl 
business  for  profit — not  ma 
ket  share. 

They'll  need  a  break  b 
cause  complex  new  dri 
technologies  are  on  the  dra\ 
ing  boards,  including  perpe: 
dicular  recording,  whe 
magnetic  particles  star 
upright  rather  than  lie  fl 
Currie  Munce,  director 
advanced  hard-disk-drive  d 
velopment  at  IBM's  Almaden  Research  Center,  is  confidei 
that  we'll  eventually  see  atomic  drives  with  100  terabytes  p 
square  inch.  Not  that  anyone  knows  how  to  get  there.  "A  L 
of  these  technologies  are  like  a  Monet  painting.  They  oni 
look  good  from  a  distance,"  says  Munce. 

Meanwhile,  the  companies  are  hoping  for  two  thin| 
over  the  next  24  months:  Windows  XP  and  the  proliferatia 
of  storage  drives  inside  consumer  electronic  gear  such 
personal  video  recorders  like  Tivo,  set-top  boxes  and  garr 
consoles.  The  last  time  Microsoft  seriously  threw  its  p.r.  arJ 
marketing  resources  at  an  operating  system  was  with  Win 
dows  95.  Within  18  months  of  shipping,  the  shares  of  a 
diskmakers  more  than  tripled  in  value  as  demand  for  ne 
machines  with  big  drives  skyrocketed.  As  for  the  consume 
electronics  market,  Monroe  predicts  that  the  device  mark« 
could  consume  20  million  to  30  million  large  drives  a  yea 
once  it  ramps  up,  by  2004. 

The  disk-drive  crowd  has  always  been  optimistic  by  na 
ture,  but  it  appears  that  maybe  the  pixie  dust  might  provic 
some  magic  after  all. 


A  lot  of  these 
technologies 
are  like  a 
Monet  painting. 
They  only 
look  good  from 
a  distance. 


Forbes 


John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin,  a  daily  TV  show  on  ZDTVi 
Find  past  columns  at  www.forbes.com/dvorak. 
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THIS  IS  FOR  ALL  THOSE  PEOPLE  WHO  ASK  US  WHAT  WE  MAKE. 
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BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  AT  BASF,  THE  KEY  TO  OUR 

for 

nSuflsUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
GLOBAL.  IN  CHEMICALS,  AGRICULTURAL  PRODUCTS  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE 
NOT  ONLY  POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL 
OF  WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 


Digital  Tools  By  Stephen  Mane^ 


Asleep  at  the  Switch 


ELBOW  YOUR  WAY  THROUGH  THE  THRONGS  OF  MAS- 
sive  young  men  with  overdeveloped  thumbs  at  any 
videogame  gathering  and  you  quickly  realize  that 
games,  like  movies,  are  in  a  recycling  phase.  Glance 
at  any  demo  screen,  and  you  instantly  comprehend 
which  tired  elements — sports,  shooting,  role-playing,  world- 
building — are  being  trotted  out  again,  albeit  with  somewhat 
more  realism  than  before. 

So  I  stopped  short  when  I  recendy  spotted  a  computer 
game  I  couldn't  instantly  pigeonhole.  In  a  hall  where  earplugs 
were  almost  mandatory,  the  speakers  emitted  only  a  low,  fa- 
miliar rumble.  Amid  a  sea  of  hyperactive  pixels  its  screen 
emanated  a  soothing  calm.  It  depicted  the  view  from  the  cab 
of  the  most  boring  old-tech  vehicle  imaginable:  a  train. 

Microsoft's  Train  Simulator  ($50)  initially  tantalized  me 
as  being  something  an  adult  with  limited  time  and  deterio- 
rating reflexes  might  actually  have  a  chance  to  master.  How 
hard  could  it  be  to  manipulate  a  vehicle  whose  freedom  of 
motion  is  limited  by  two  steel  rails?  Harder  than  you  think. 
Though  just  three  keys  control  speed  and  direction,  personal 
pride  impels  you  to  learn  the  differences  between  air  and  dy- 
namic brakes  and  the  ins  and  outs  of  switching  and  coupling. 


Who  wants  to  be  an  engineer?  A  virtual  run  on  the  Hisatu  line. 

Jump  into  a  steam  engine  and  you  find  the  cab  so  crammed 
with  ancient  levers,  dials  and  tubes  that  you  have  to  stick 
your  head  out  the  window  to  see  where  you're  going.  What 
starts  as  a  game  turns  into  something  Like  an  education. 

The  program  lets  you  drive  electric-,  diesel-  or  steam- 
powered  passenger  trains  and  one  freight  model  over  routes 
in  the  U.S.,  England,  Austria  and  Japan.  You  can  while  away 
hours  as  the  train  drives  itself  through  alpine  and  urban  vis- 
tas, but  more  challenging,  stick-to-the-schedule  activities  tell 
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How  hard  could  it 
be  to  play  engineer 
of  a  virtual  train? 
A  lot  harder  than 
you  think. 


you  up  front  how  much  til 
you're  likely  to  waste.  Ga| 
play  is  anything  but  twiti 
and-shoot:  I  arrived  at  1 1 
station  so  early  I  had  to  twi 
die  my  thumbs  for  minul 
while  awaiting  the  official  J 
parture  time.  I 
To  counter  the  inevita  I 
boredom,  cars  and  deer  oc  I 
sionally  threaten  to  cross  i| 
tracks.  But  even  more  reali  I 
would  be  greatly  welconl 
Though  sounds  change  real 
tically  when  you  cross  I 
bridge  or  change  from  in  I 
rior  to  exterior  views,  the  cl 
never  jiggles,  and  there's  I 
easy  way  to  fathom  h<l 
much  of  a  grade  lies  aheJ 
The  streets  that  cross  ol 
Japanese  run  teem  with  tl 
more  identical  blue  panel  trucks  than  I  suspect  the  real  orl 
do.  Many  activities  revolve  around  picking  up  and  deliveril 
passengers  on  time,  but  virtual  humans  are  absent,  forci  j 
your  imagination  to  fill  them  in.  Derailments  are  orl 
slightly  more  exciting  than  passing  a  stand  of  trees.  I 
Other  aspects,  including  video  display  glitches,  are  mcl 
annoying.  At  the  game's  best  resolution,  my  866-megaheil 
system  and  state-of-last-year's-art  graphics  card  could  produl 
only  a  slighdy  jerky  13  frames  a  second  in  virtual  rainstorni 
Seeing  upcoming  signals  in  time  to  do  something  about  thel 
can  be  difficult  unless  you  display  a  distracting  track  schemati 
There's  no  mode  that  lets  you  start  where  you  left  off  b| 
fore  doing  something  really  stupid,  so  unless  you  constanll 
break  the  illusion  and  save  your  position,  you  must  go  bal 
to  the  beginning  if  you  derail  the  train  in  the  final  seconds 
a  long  run.  The  many  arbitrary  keyboard  commands  ci\ 
seem  overwhelming  and  mouse  options  are  sluggish  arl 
unresponsive.  The  main  manual  comes  only  on  disc;  if  ycl 
want  a  paper  copy,  you  have  to  print  it  out. 

The  lure  of  the  locomotive  might  seem  unlikely 
a  milieu  that  lets  gamers  save  the  world  from  cosml 
no-goodniks.  But  master  this  one  and  you  achieve  an  evel 
more  elusive  goal:  making  the  trains  run  on  time. 


Stephen  Manes  (steve@cranky.com)  is 
the  cohosf  of  Digital  Duo,  a  weekly 
public  television  series.  Find  past  columns  at  www.forbes.com/manes. 
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U.S.  census 


4  ' 


More  than  280  million  individuals.  More  than  a 
billion  lines  of  data.  More  than  a  trillion  data 
elements.  We're  talking  about  a  record  number 
of  records  -  even  for  the  U.S.  Census  Bureau. 
But  it's  not  just  the  counting  that's  important  in 
Census  2000.  It's  also  the  accuracy.  That's  what 
we  the  people  count  on  most.  So  we  can  know 
with  certainty  where  to  allocate  our  housings 
services  and  government  funds.  Why  we  gain 
or  forfeit  our  Congressional  seats.  Who  makes 
up  our  nation's  demographics.  To  review  the 
accuracy  of  records  from  Census  2000,  the  U.S. 
Census  Bureau  chose  SAS'.  Why?  We'll  let  our 
record  speak  for  itself  Call  800-727-0025  or 
stop  by  www.^as.com/census.  To  learn  more 
about  the  U.S.  Census,  visit  www.census.gov. 
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The  Power  to  Know, 


'm  e-Inlelligence,: 


The  Enlightened 

Business  Traveler 


"/  don't  think  we  could  have  expanded  globally  as  quickly  as  we  have  without  the 
company  airplane,"  says  Sam  Johnson,  chairman  emeritus  of  SC  Johnson  &  Son 
Inc.  "Particularly,  operating  out  of  Racine,  Wisconsin,  we  wouldn't  have  had  the 
global  perspective  or  the  global  strategy  that  the  company  plane  provides." 


In  an  age  where  travel  is  essential, 
time  is  precious  and  schedules  are 
exacting,  companies  across  the  nation 
and  around  the  world  are  gaining  a 
new  appreciation  for  company  aircraft 
as  essential  tools  for  expanding  their 
business  and  better  managing  time. 

"Our  mission  is  to  help  people  do 
their  jobs  better,"  Johnson  com- 
ments. "I  don't  think  any  of  us  would 
conceive  of  working  without  the 
company  planes." 

Airlines  certainly  do  a  great  job  of 
moving  travelers  between  a  small 
number  of  select  hubs  and  major  cities. 
However,  the  new  business  centers  of 
the  21st  century  are  the  thousands  of 
smaller   communities   around  the 


nation,  and  thousands  more  across  the 
globe,  that  only  business  aircraft  can 
reach  with  ease  and  timeliness. 

This  race  to  reach  the  commercial 
heartland  is  unabated  by  the  promise 
of  electronic  commerce.  "I'm  still  con- 
vinced that  looking  at  someone  face-to- 
face  is  the  best  way  to  communicate," 
Johnson  emphasizes.  "There  is  no  sub- 
stitute for  personal  contact." 

More  than  9,000  companies  in  the 
U.S.  alone  own  and  operate  more  than 
14,000  business  aircraft,  and  thousands 
of  other  companies  are  discovering 
their  advantages  through  charter  and 
fractional  ownership  —  a  revolutionary 
approach  created  by  Executive  Jet 
founder  Richard  Santulli.  Fractional 


Written  and  produced 
by  Mark  Patiky 


ownership  makes  the  widest  rang 
business  aircraft  benefits  available  a 
affordable  cost. The  owner  purche 
time  and  gains  productivity  as  nee! 
rather  than  buying  a  whole  airplanJ 
The  profiles  that  follow  will  une 
score  how  business  aircraft  offei 
indispensable  business  advantc 
With  a  spectrum  of  choices  . 
options,  each  with  unique  capabi 
the  benefits  of  business  aircraft 
more  accessible,  affordable  and  pre 
cal  than  ever  before.  What's  grea 
that  as  your  business  grows,  you 
select  different  tools  that  will  sati 
diverse  and  changing  needs.  Read 
and  you'll  find  that  there  really  is  son 
thing  here  for  everyone. 


BOMBARDIER    GLOBAL  EXPRESS 
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Unequaled  cabin  comfort.  Unrivaled  technological  advances.  Unmatched  performance. 
The  Bombardier  Global  Express".  Simply  the  ultimate  corporate  aircraft. 


BOMBARDIER 

BOMBARDIER 

AEROSPACE 


Find  out  more.  In  North  Annerica,  call  1-800-268-0030.  Elsewhere,  call  (514)  855-7698. 
Registered  trademark  of  Bombardier  Inc.  ©2001  Bombardier  Inc.  All  rights  reserved.  Ask  us  about  Smart  Parts  Plus. 
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Leaving  No  Stones  Unturned 

Safeway  Insurance  Group 


Headquartered  inWestmont,  III.,  the 
Safeway  Insurance  Group  is  the 
nation's  largest  privately  held  auto  insur- 
ance company  with  11  regional  offices  in 
nine  states  and  350  employees,  "We 
tend  to  run  a  very  lean  organization,"  says 
Safeway  Chief  Executive  Officer  Robert 
Bordeman.  Operating  at  peak  efficiency 
is  essential,  and  it  is  a  good  reason  why 
the  company  also  employs  a  new,  ultra- 
fast  Cessna  Citation  X,  which  can  shave 
an  hour  off  coast-to-coast  flights. 

The  aircraft  provides  the  range  and 
speed  to  span  Safeway  territory  from 
Chicago  to  San  Diego  to  Ireland,  allowing 
management  to  respond  optimally  to 
customer  needs.  "We  are  constantly 
crisscrossing  the  nation  and  traveling 
abroad,"  Bordeman  says.  "We  go  to  the 
market  —  to  the  front  lines  —  and  see 
exactly  what's  happening." 


Often  the  front  lines  are  places  like 
Jackson,  Miss.,  Birmingham,  Ala., 
Gainesville,  Fla.,  Lafayette,  La.,  and 
Galway,  Ireland.  The  nonstop  flight  to  Ire- 
land takes  seven  hours  in  the  Citation  X. 
It  would  take  nearly  as  long  on  a  com- 
mercial itinerary  to  Lafayette.  "You  can't 
get  to  most  of  our  locations  easily  from 
here,"  says  Bordeman.  "The  whole  day  is 
gone"  In  the  Citation  X,  Lafayette  is  less 
than  two  hours  away.  "We're  manufac- 
turing time,"  he  says. 

Aloft,  the  cabin  is  quiet  and  conducive 
to  thinking.  "It's  an  airborne  office  and  I 
do  a  lot  of  work,"  he  says.  "Sitting  there 
in  a  focused,  stress-free  environment, 
we  discuss  strategies,  and  when  we 
arrive,  we're  ready  for  action "  Just  the 
convenience,  comfort  and  ability  to  act 
quickly  are  significant  advantages  on  their 
own,  Bordeman  says.  "Then  there's  the 


fatigue  factor,"  he  adds.  "We're  not 
whooped  at  the  end  of  a  business  we 
and  I  think  we  perform  at  a  higher  lev 
Would  Safeway  be  the  same  withi 
its  business  aircraft?  "I  don't  think  \ 
can  effectively  run  a  big  business  v>/' 
out  having  those  face-to-face  interi 
tions  with  your  clients  and  the  abilit\j 
make  important,  on-the-spot  decisior 
says  Bordeman. 


Airborne  Super  Shuttle 

Embraer 


Brazilian  aircraft  manufacturer  Embraer 
has  an  outstanding  reputation  for 
building  turboprop  and  regional  jet  airliners. 
However,  based  on  the  recent  enthusiasm 
for  its  ERJ  135  jet,  Embraer  started  think- 
ing of  other  possibilities.  "We  realized  that 
we  had  an  airplane  that  could  be  modified 
into  quite  a  comfortable,  super-midsize 
business  aircraft  in  a  price  range  that  would 
offer  exceptional  value,"  says  Sam  Hill, 
Embraer  Aircraft  vice  chairman. 

The  result  was  the  Legacy,  a  business 
aircraft  with  airliner  durability  that 
embraces  the  idea  that  a  corporate  aircraft 
IS  as  much  a  functional  work  environment 
as  it  is  a  transportation  tool. 

With  its  large  cabin,  midsize  price  tag 
and  airliner  heritage,  the  Legacy  fits  a 
growing  market  niche.  Businesses  around 


the  world  are 
exhibiting  remark- 
able interest  in 
operating  shuttle 
aircraft  between 
frequently  traveled  destinations  that  are 
not  well  served  commercially.  Hill  thinks 
that  the  Legacy  shuttle  will  be  particularly 
popular.  Even  with  small  loads,  the  Legacy 
can  beat  airline  fares,  save  vast  amounts 
of  time  and  help  provide  a  better  quality  of 
life  for  business  travelers.  When  configured 
as  a  shuttle,  the  Legacy  is  ideal  for  18  to  20 
passengers  on  flights  under  three  hours. 
An  executive-configured  Legacy  will 
address  the  rising  demand  for  economi- 
cal, large-cabin  corporate  aircraft 
designed  as  airborne  offices  and  confer- 
ence rooms.  Cabin  size,  configuration 


flexibility,  attractive  pricing  and  affordal 
operating  costs  plus  airliner  strong 
safety  and  reliability  translate  to  ci 
tomer  value,  says  Hill. 

Executive  configurations  will  ran 
from  10  to  15  seats,  and  the  cabin  can 
designed  with  separate  areas  for  wo 
relaxation  and  group  meetings,  togetH 
with  the  latest  communications  al 
workstation  technology.  In  addition,  t 
executive  Legacy  will  have  transoceat 
capability,  enabling  nonstop  fligh 
between  the  U.S.  and  Europe  or  Nori 
America  and  South  America, 


NSIDERING 

Fracttonat  Aircraft  Ownfrshtp? 

first  things  first: 

Educate  Yourself. 


H  F  RU  YFR'S  GUTDF 

TO  FRACTIONAL 

AIRCRAFT  OWNERSHIP 


Questions  to  Ask 
and  Issues  to  Consider 
Before  You  Buy 


Warren  Buffett 


"It's  the  smart  thing 
to  do — you  should 
invest  only  in  things 
that  you  really 
understand.  So  first, 
arm  yourself  with 
the  right  questions, 
especially  when  you 
are  investigating 
fractional  aircraft 
ownership  programs.  Get  The  Buyer's 
Guide.  And  get  the  answers  you  need 
before  you  buy. " 

The  Buyer's  Guide  to  Fractional  Aircraft 
Ownership  is  the  definitive  publication 
on  the  subject.  It  discusses  the  advantage; 
of  fractional  ownership,  presents  the 
issues,  and  asks  the  key  questions 
necessary  to  determine  how  to  choose 
the  customized  transportation  solution 
that's  right  for  you,  your  company,  and 
your  family.  And  it  offers  insights  into 
the  factors  affecting  the  long-term  costs 
of  fractional  ownership.  There  is  no 
more  useful  resource  for  making  a  well- 
informed  decision. 

Get  The  Buyer's  Guide  to  Fractional 
Aircraft  Ownership.  For  your  free  copy, 
call  1-877-NETJETS  (1-877-638-5387). 
We'll  send  it  to  you  immediately.  Or 
visit  us  online  at:  www.netjets.com 


The  pioneer  and  worldwide  leader 
in  fractional  aircraft  ownership.'"' 


NetJets  is  the  fractional  aircraft  ownership  program 
of  Executive  Jet,  Inc.,  a  Berkshire  Hathaway  company. 


NEW  SOLUTIONS  FOR  REGIONAL  TRAVELERS 

Command  Share 


Frustrated  by  the  declining  level  of  airline 
service,  Andreas  Angara,  Jr,  president 
of  Far  Hills,  N.J.-basedTikal  Aviation  Ser- 
vices launched  Connmand  Share,  a  unique, 
regionally  based  fractional  ownership  pro- 
grann  designed  for  travelers  seeking  afford- 
able transportation  on  relatively  short  flights 
of  less  than  500  miles. 

Connmand  Share  is  the  first  small-aircraft 
program  of  its  kind,  and  offers  one-eighth 
shares  —  100  flight  hours  —  in  new,  French- 


built,  SocataTBM700  turboprop^ircraft  and 
the  new,  Italian  VulcanAir  P68C,  as  well  as 
pre-owned,  fully  refurbished  Cessna  Cru- 
sader twin-piston  engine  aircraft. 

These  fast,  efficient  planes  will  be 
flown  by  two-pilot,  professionally  trained 
crews  and  are  equipped  with  the  latest 
technology  instrumentation  and  weather 
radar.  Each  model,  well  suited  for  two  to 
three  passengers,  offers  cabin-class  com- 
fort together  with  DVD  players,  stereo 


sound  and  air-to-ground  satellite 
phones  for  voice  and  e-mail. 

The  program  was  launched  in  M 
2001 ,  and  Angara  expects  to  have  10 1 
airplanes  operating  by  year's  end.  "Weil 
vide  full  concierge  service  includin 
desired  amenities  plus  door-to-door  grql 
transportation  or  rental  cars,"  says  An^ 
"You  just  can't  beat  it."  Command  Shaj 
currently  the  least  expensive  fractii 
ownership  program  available  in  the  U.^ 


SHARP  FOCUS  ON  CUSTOMER  SERVICE 

Parker  Hannifin 


Parker  Hannifin,  headquartered  in  Cleve- 
land, Ohio,  IS  the  world's  leading  man- 
ufacturer of  motion  and  control  technolo- 
gies. The  company  produces  giant  hydraulic 
lifts  and  pneumatic  devices  that  can  make 
the  Titanic  sink  and  rise  on  a  film  set  or 
automate  an  entire  automobile  assembly 
line.  Generally,  if  it  moves,  it's  likely  that  a 
Parker  Hannifin  product  is  part  of  it.  That  is 
certainly  true  of  the  company's  three  Bom- 
bardier eight-passenger  Learjet  45s,  each 
of  which  fly  about  650  hours  annually. 

With  management  approval,  virtually  any 
employee  can  use  the  airplanes,  particu- 
larly when  a  customer  is  in  need.  "Premier 
customer  service  is  the  hallmark  of  our 
company,"  says  Parker  Hannifin's  director 
of  flight  operations,  Al  MaurerThe  planes 
play  a  critical  role  in  supporting  that  philos- 


ophy. Their  utility  is  greatly  valued  because 
company  plants  are  scattered  across  the 
U.S.,  and  most  facilities  are  not  easily 
accessible  for  managers,  technicians  and 
other  staff,  mentions  MaurerThe  planes, 
therefore,  route  regularly  to  Parker  loca- 
tions in  smaller  cities  like  Shenandoah, 
Iowa,  Forest  City,  N.C.,  or  Baraboo,  Wis.  — 
places  that  could  take  most  of  a  day  to 
reach  by  airline.  In  addition,  prospects  are 
regularly  flown  in  for  plant  visits,  which 
Maurer  explains  is  a  key  factor  in  clinching 
important  sales. 

Flights  are  full  more  than  half  the  time, 
but  Maurer  figures  with  only  three  pas- 
sengers on  board,  the  Learjet  still  beats 
commercial  fares.  "That  shouldn't  be  the 
issue,"  he  says.  "The  real  cost  of  business 
travel  is  lost  time  and  efficiency" 


Adds  Maurer:  "I  think  the  companyj 
plane  has  served  us  well  in  a  highly  c(l 
petitive  environment.  A  lot  of  compar 
are  downsizing  and  asking  their  people 
do  more.  You  can't  accomplish  that  on 
airliner  or  sitting  in  terminals.  And  if  yoij 
expecting  people  to  work  hard,  they  ne 
to  have  time  with  their  families  too. 

"There's  a  lot  to  be  said  for  organizatio 
with  their  own  airplanes.  They  think  a  li 
more  about  their  people,  they  value  th 
time  and  if  you  can  keep  your  people  p 
ductive  and  happy,  you  have  the  chance 
create  a  very  successful  company." 


GLOBAL  AVIATION  SERVICES  GIANT 

]et  Aviation 

Thirty-four  years  ago.  Jet  Aviation  that  we  are  the  only  company  offering  a  president  and  chief  operating  officer  of  U 

opened  its  hangar  doors  in  Basel,  complete  range  of  aviation  services  around  Operations.  Jet  Aviation's  aircraft  manag 

Switzerland.  Today  the  company  has  gone  the  world  including  aircraft  charter,  man-  ment  and  charter  divisions  operate  an  inll 

global  with  a  network  of  60  locations  on  agement,  maintenance,  outfitting,  sales  continental  fleet  of  more  than  150  aircrl 

five  continents.  "Jet  Aviation  is  unique  in  and  ground  support,"  saysTerrance  Kelley,  in  the  U.S.,  Europe,  the  Middle  East  ai 


(jlalion  Sovereign 


It's  undeniabfythe new^Tsta^n  fast,  comfortable/sensible  trariscohtmentai mgl 
le  new  Citation  Sovereign  will  take  11  passengers  from  coast  to  coast  in  total  comfort. 

444  knots  (511  mph),  it  will  cruise  from  South  Beach  to  Venice  Beach  in  under  five  hours, 
bt  cost  millions  less  to  own  and  operate  than  anything  even  remotely  comparable. 
|)r  a  higher  return  on  your  money  and  your  time,  call  1-800-4-CESSNA. 

go  to  Sovereign.Cessna.com/fortknox34. 


Sure  <  li  i  II  2 


Cessna 

A  Textron  Company 


the  Pacific  Rim  ranging  from  helicopters  to 
global-range  corporate  jets  and  airliners, 
which  serve  every  continent. 

Aircraft  Management 

"Companies  often  realize  the  need  for  a 
business  aircraft  but  lack  the  desire  or 
resources  to  deal  with  the  day-to-day  oper- 
ations," says  Jet  Aviation's  Bruce  McNeely 
senior  vice  president  of  U.S.  Aircraft  Man- 
agement Services.  "Our  aircraft  manage- 
ment services  cover  every  aspect  of  pro- 
fessional flight  operation  including  dedicated 
flight  crews  trained  to  rigorous  airline  stan- 
dards, factory-trained  maintenance  special- 
ists, global  flight  planning,  accounting, 
hangarage  and  fueling  on  a  complete, 
turnkey  basis.  All  the  owner  has  to  do  is  pick 
up  the  phone."  McNeely  further  emphasizes 
that  Jet  Aviation's  global  buying  power  and 
fleet  discounts  translate  into  significant  cus- 
tomer savings  on  everything  from  fuel  to 
insurance,  training  and  maintenance. 


Charter 

Jet  Aviation  offers  premier  worldwide  char- 
ter using  quality  aircraft  from  its  own  fleet  or 
those  of  other  highly  reputable  partners.  The 
company  is  renowned  for  its  high  standards 
of  safety,  pilot  training  and  maintenance.  Vir- 
tually any  type  of  business  aircraft  charter  can 
be  arranged  through  the  company's  coordi- 
nation centers  in  Europe  and  the  U.S. 

Jet  Aviation's  unique  Private  Fleet  of 
company-owned  aircraft  is  also  available  for 
charter  throughout  the  U.S.,  Europe,  the 
Middle  East  and  Far  East.  The  Private  Fleet 
includes  Gulfstream,  Bombardier  Chal- 


With  us,  the  service 
is  anything 

BUT  f  RACTIONAt:."^"  ' 


V^/hen  we  refer  to  fractional  ownership,  we're  talking  about  tine  ability  to  purchase 
a  shore  of  on  aircraft  and  receive  all  the  benefits  of  aircraft  ownership — fly  when 
and  where  you  want — at  a  fraction  of  the  cost  of  buying  an     /  m  j  B«.yl|jb«ti7/' 
aircraft  outright.  When  we  talk  service,  it  means  exceeding  ^^f^^/fy /^m7 't^ 
our  customers'  needs.  This  commitment  has  consistently  \^^^^^^' 
earned  us  the  highest  rankings  in  customer  service.  To 
learn  more,  call  888-824-6359 


BUY  A  FRACTION. 
FLY  A  FLEET. 


vw.roytheontravelolr.  com 

Raytheon  Travel  Air  is  3  Raylheon  A.rcratt  compa:iv  ©  2001  Raytheon  Company  Atl  Rights  Reserved 


lenger  and  Cessna  Citation  busines 
plus  a  Sikorsky  helicopter  in  the  Nev 
area.  All  aircraft  are  outfitted  in  Jet  Avi. 
own  completion  centers,  similarly  c 
ured,  elegantly  equipped  and  serve 
business  travel  need. 

According  to  Jamie  Barrett,  senio 
president,  U.S.  Charter  Services,  cl" 
which  broke  all  previous  company  xq 
in  2000,  IS  continuing  on  a  steady  gr 
course  despite  the  economic  slowdl 
International  charter  is  particularly  st' 
he  notes,  which  underscores  a  lively  c| 
economy.  Last  year,  Jet  Aviation  lo 
nearly  45,000  charter  hours  flying  to 
than  92  countries. 

"We  are  constantly  evaluating 
market,"  says  Barrett,  "and  plan  to  intrc 
some  exciting  and  innovative  program: 
products  over  the  next  year." 


Completions 

Jet  Aviation's  West  Palm  Beach,  Fla., 
pletion  center  operates  its  own  upholsl 
cabinet  and  exterior  paint  shops,  anci 
provide  a  complete  solution  to  any  outfl 
and  refurbishing  need  for  older  aircraft. 

According  to  Completion  Managerl 
Harrison,  everything  from  cosrrl 
improvements  to  complete  transforms  | 
can  be  handled  in-house  —  including 
floor  plans  and  seating,  high-tech  erl 
tainment  and  communications  installat 
and  flight  deck  upgrades  with  the  la| 
avionics  and  safety  devices. 

Harrison's  team  recently  developei] 
interior  shell  conversion  for  older  C| 
streams,  transforming  Gil  and  Gill  inte 
to  the  look  and  feel  of  a  new  GIV.  The  ■ 
version  adds  width  and  height,  and  the  i| 
Configuration  is  much  quieter.  Lighting  is 
significantly  improved,  which  createl 
bnghter,  larger  appearance,  says  HarriscI 

In  Basel,  Switzerland,  Jet  Aviatiil 
completion  center  specializes  in  outfit! 
new  aircraft  ranging  from  small  and  rl 
size  jets  to  the  latest  Boeing  and  Airj 
corporate  airliners. 


THE  SOUL  OF  FLIGHT 

Flying  to  the  ends  of  the  earth. 
Fulfilling  a  dream.  Surfing  on  jet 
streams.  Going  beyond  one's  lim- 
its. In  completing  the  first  non- 
stop round-the-world  balloon 
flight  aboard  Breitling  Orbiter  3, 
Bertrand  Piccard  and  Brian  Jones 
were  recapturing  the  very  soul  of 
the  great  pioneers  of  aviation. 
This  noble  challenge  witnessed 
the  triumph  of  daring  and  per- 
severance. Breitling  played  a 
premier  role  in  this  fantastic 
human  and  scientific  adventure, 
just  as  it  has  shared  all  the  high 
points  in  the  conquest  of  the  skies 
for  over  a  century. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 


Winds  of  Hope 

THE  ESSENCE  OF  BREITLING 

Emergency.  The  first  ever  watch 
to  feature  a  built-in  micro-trans- 
mitter. Breitling  Orbiter  3  limited 
series  of  1,999  in  titanium.  For 
each  watch  sold,  a  donation  will 
he  made  to  the  Vslinds  of  Hope 
foundation,  established  under  the 
patronage  of  Bertrand  Piccard, 
Brian  Jones  and  Breitling. 


CATAL 


FROM  TURBOPROPS  TO  INTERCONTINENTAL  J  El 

Raytheon  Travel  Air 


Raytheon  Travel  Air  brings  a  unique  per-  jet  400A  light  jet  and  the  nnidsize  Hawker 

spective  to  fractional  ownership  with  800XR  plus  the  wide-body  Bonnbardier 

a  wide  range  of  aircraft.  This  impressive  list  Challenger  601.  The  comprehensive  choic- 

includes  the  turboprop  King  Air,  the  Beech-  es  from  short-range  turboprops  to  inter- 

Virtual  Fleet  Available  Anywhere 


The  Lockton  Companies,  headquartered 
in  Kansas  City,  Mo.,  was  looking  for  a 
new  level  of  business  travel  flexibility.  As  the 
nation's  largest  independently  owned  insur- 
ance brokerage  firm,  with  nine  offices 
across  the  nation  and  customers  in  every 
state,  the  company  benefited  from  having 
its  own  aircraft  for  many  years.  However, 
with  teams  of  associates  regularly  traveling 
nationwide  to  visit  customers  in  smaller 
towns  and  major  cities,  the  company  plane 


often  remained  on  the  ground  at  a  distant 
location  for  days  or  returned  empty. 

Chairman  Jack  Lockton  determined  that 
Raytheon  Travel  Air  offered  a  better  solution. 
He  acquired  fractional  shares  in  three 
Raytheon  aircraft,  which  enable  him  to  select 
the  one  best  suited  for  the  trip.  The  benefits 
were  significant.  "We  got  out  of  the  business 
of  managing  our  own  aircraft,"  says  Lockton. 
"We  enhanced  our  capability  by  having  the 
equivalent  of  three  aircraft  at  all  of  our  loca- 


continental-range  Challengers  pri 
exceptional  flexibility  in  tailoring  th 
aircraft  to  the  need,  whether  one  isl 
around  the  state  or  across  the  oceaj 


tions  whenever  we  needed  them,  al 
eliminated  the  expense  of  flying  empt\| 

Lockton  also  improved  service 
clients.  "If  we  need  to  be  in  their  offn 
next  morning,  we  can  do  it,"  he  says  I 
ability  to  travel  on  our  schedule  versus 
line's  is  essential  in  our  business.  W| 
also  get  our  people  home  at  night,  give! 
a  personal  life  with  their  families  ancl 
them  back  in  the  office  the  next  moil 
Those  are  very  important  advantages.! 


MANUFACTURING  TIME 

Global  Consumer  Products  Giant 


Located  in  the  central  U.S.,  this  global 
consumer  products  manufacturer  reg- 
ularly operates  two  Gulfstream  GIVs  for 
company  business  throughout  Asia, 
Europe  and  Latin  America.  Director  of  Cor- 
porate Travel  Dave  Holmgren  explains  that 
the  aircraft  are  also  effective  for  customer 
visits  at  hundreds  of  locations  across  the 
nation.  "We  looked  at  where  airlines  go 
and  where  we  have  to  go,  and  they  don't 
match  at  all,"  says  Holmgren,  underscoring 


a  major  advantage  of  business  aircraft  in 
accessing  the  inaccessible. 

The  aircraft  perform  a  vital  customer  sup- 
port role  that  allows  managers  to  meet 
with  major  clients  and  bring  customers  to 
company  plant  sites.  "Our  own  airplanes 
allow  us  to  travel  when  we  need  to  and 
take  advantage  of  flight  time  as  productive 
time,"  says  Holmgren. 

Company  headquarters  are  a  45-minute 
drive  from  the  nearest  commercially  served 


airport  and  a  two-hour  drive  from  a  majJ 
line  hub,  which  makes  commercial  coil 
tions  challenging.  A  single  customer] 
could  consume  two  or  three  business 
but  with  the  Gulfstreams,  it  is  possible  tcl 
several  locations  in  a  single  day.  "JM 
planes  are  time  management  tools,"  hi 
gren  states,  "but  the  most  important  bel 
is  the  ability  to  reach  the  customer  effici 
ly  have  a  face-to-face  relationship  and  b| 
understand  what  that  customer  needs' | 


A  NEW  TWIST  ON  AIR  CHARTER 

FlightTime 


Since  1985,  Waltham,  Mass.- 
based  FlightTime  has  been  craft- 
ing customized  air  charter  programs 
for  symphonies,  sports  teams,  cor- 
porations, small  businesses  and  indi- 
viduals. "Our  mission,"  says  Flight- 
Time  Chief  Executive  Officer  Michael 
Foliot,  "is  to  provide  products  and 
services  that  make  air  travel  more 


productive,  efficient,  comfortable 
and  cost-effective " 

FlightTime's  early  successes  were 
founded  on  individual  group  charters  for 
concert  tours,  company  conferences  and 
collegiate  sporting  events.  For  example, 
John  Streif,  administrative  assistant  and 
travel  coordinator  for  the  University  of  Iowa 
football  team,  depends  on  FlightTime  each 


season  to  ensure  that  his  players  ail 
rested,  relaxed  and  on  time  for  e>l 
game  in  the  Big  Ten  Conference  schecl 
Traveling  from  Cedar  Rapids  to  places 
State  College,  Pa.,  or  Manhattan,  Kans 
airline  is  a  plane-change  nightmare 
lowed  by  an  abysmal  road  trip.  Withl 
Hawkeyes  in  tow,  equipment  to  carri 
game  to  win  and  academic  schedule! 


lort  strips,  long  trips 
It's  a  family  traditioi 


igineered  with 


A  large  business  jet  with  agility?  Only  Dassault  can  deliver 
this — by  drawing  upon  decades  of  fighter  aircraft  expertise. 

Your  Falcon  flies  into — and  out  of — thousands  of  small 
airports  around  the  globe.  This  legendary  versatility  is  just 
one  reason  why  Falcons  are  known  as  the  best  designed, 
best  built,  best  flying  business  jets  at  the  top  of  the,  market. 

For  information  about  all  four  of  the  Falcon  models/^ 
contact  John  Rosanvallon  in  the  U,5.  at  (201)  541-4600  o  ^ 
Alain  Aubrv  in  Paris  at  (331)  40-83-93-08.--*' 


wvxw.fa  Iconjet.com 


consider,  the  FlightTime-arranged  nonstop 
charters  save  time  and  stress,  which  Streif 
considers  an  outstanding  value. 

Global  Programs 

Group  and  incentive  travel  is  still  a  main- 
stay of  the  business,  says  Foliot.  "Howev- 
er, we  realized  that  our  considerable  exper- 
tise in  the  large  transport  aircraft  market 
could  extend  to  corporations  that  regularly 
shuttle  large  numbers  of  employees 
between  plants  and  facilities  not  well 
served  by  commercial  services."  It  was  the 
inspiration  for  the  private,  or  virtual,  airline. 

This  highly  successful  program  was 
launched  last  year  with  a  four-flight-per- 
week  Airbus  A320  transatlantic  shuttle  for 
a  major  multinational.  The  resulting  cost 
savings  were  in  the  millions  of  dollars. 
Foliot  is  impressed  with  the  number  of 
companies  that  are  acknowledging  the 
considerable  time,  productivity  and  cost- 
saving  benefits  that  an  in-house  shuttle 
can  provide.  Known  as  FlightTime's 
Global  Program,  Foliot  comments,  "This 
is  not  simply  a  brokering  activity.  We  are 
packaging  and  managing  the  complete 


Flexjet,  a  fractional  ownership  pro- 
gram introduced  by  aerospace  giant 
Bombardier,  exclusively  offers  the  com- 
plete range  of  Bombardier  business 
jets.  These  run  the  spectrum  from  the 
entry-level  Learjet  31 A  to  the  all-new 
Continental,  the  large-cabin  Challenger 
and  the  globe-shrinking  Global  Express. 
Similar  Flexjet  fractional  ownership  ben- 
efits are  also  available  in  Europe,  and 

Powerful  Business  Tool 

Jim  Hansberger  is  an  investment 
adviser  for  a  private  wealth  man- 
agement group,  as  well  as  an  author, 
guest  speaker  and  frequent  airline  trav- 


transportation  program,  including  aircraft 
selection,  scheduling,  amenities  and 
other  operational  essentials" 

Executive  Charter 

FlightTime  is  also  creating  unique, 
competitively  priced  charter  opportuni- 
ties for  business  and  leisure  travelers 
who  demand  cost-effective  transporta- 
tion to  thousands  of  communities 
worldwide.  "We  recently  developed  an 
executive  ad  hoc  charter  program  that 
addresses  the  need  for  convenience 
and  flexibility  executives  were  looking 
for  when  it  came  to  business  travel," 
says  Foliot. 

FlightTime  takes  charter  selection  a 
giant  step  forward  by  providing  a  single 
point  of  contact  and  a  clearinghouse  for 
the  world's  top  business  aircraft  charter 
companies.  The  result  is  a  peerless  net- 
work of  the  finest  Wyvern  safety-audited 
charter  aircraft  that  can  meet  global 
demand  for  fast,  efficient  travel.  Consis- 
tency, convenience  and  safety  is  inher- 
ent in  the  process.  A  single  call  is  all 
that's  required  from  anywhere  in  the 


U.S.  owners  can  trade  hours  for  any  of 
the  Europe-based  aircraft  when  they 
travel  abroad. 

Flexjet's  phenomenal  growth  is 
based  on  both  new  customers  as  well 
as  multiple-share  purchases  by  existing 
owners  who  continue  to  discover  the 
broad  range  of  opportunities  that  the 
Bombardier  choices  offer.  The  compa- 
ny's newest  airplanes  incorporate  the 

eler.  Although  he  regularly  endures  what 
he  calls  "the  agony  of  commercial  air 
travel,"  the  stress  factor  was  taking  its 
toll.  He  purchased  shares  in  a  Flexjet 


world  to  guarantee  the  highest  qu£ 
charter  and  totally  packaged,  door 
door  service  that  is  uniquely  desigi 
for  each  customer. 

Freedom  Plan 

FlightTime  recently  added  anot 
new  twist  to  charter  —  all  the  bene 
of  fractional  ownership  plus  a  great  c 
more,  but  without  the  major  cap 
investment,  monthly  management  f( 
and  long-term  commitments.  Called 
Freedom  Plan,  this  unique,  fee-ba; 
membership  program  combines  guar 
teed  availability  and  top-quality,  safe 
approved  aircraft  with  occupied-h 
pricing  at  fixed  hourly  rates.  There  are 
empty-leg  charges,  so  you  pay  on  a  o 
way  basis  and  only  when  you  are  abo 
the  plane.  Members  also  receive  priv 
sedan  transportation  to  and  from  th 
choice  of  airports. 

The  Freedom  Plan  makes  charter  n"! 
velously  simple  and  amazingly  co 
effective.  All  it  takes  is  a  single  call  c 
simple  mouse  click,  and  your  plane  w 
be  waiting  when  and  where  you  wani 


latest  technology,  safety  and  fuel  e" 
ciency,  providing  high  value  at  low  co 

Learjet  31 A  and  Learjet  60  —  a  solutio 
that  allows  him  to  select  the  most  su 
able  aircraft  for  any  trip  across  the  stai 
or  across  the  nation.  | 


WIDE-RANGING,  FLEXIBLE  CHOICES 

Bombardier  Flexjet 


"...the  best  thing 
^  about  Fli^htTime's  Freedom  Plan 
is  never  having  to  break  a  promise... 'I 


HI 


soil 


/hen  you  run  one  of  the  most  successful  commercial 
production  companies  in  the  business,  it  means 
traveling  to  offices  around  the  world,  80-hour 
work  weeks,  and  countless  meetings  that 

often  run  late. 

So  how  can  you  be  there  for  that  birthday  party  you 
promised  you'd  make?  Or  that  ski  trip?  Or  that 
dinner  reservation  with  your  wife? 

For  Jon  Kamen,  the  answer  is  FlightTime's 
Freedom  Plan,  the  revolutionary  air  charter 
program  that  offers  all  the  benefits  of 
aircraft  ownership  without  all  the  costs. 


No  acquisition  fees,  empty  leg  charges,  or  multi-year 
contracts.  With  guaranteed  aircraft  availability  and 
over  5000  airports  to  choose  from,  the  Freedom 
Plan  gets  you  where  you  need  to  be,  when 
you  promised  to  be  there. 

And  with  FlightTime's  Freedom  Plan,  your  aircraft 
and  crew  are  audited  by  Wyvern,  the  "gold  standard" 
in  air  travel  safety. 

Never  miss  another  flight  or  another  special  moment 
with  your  family.  Become  a  FlightTime  Freedom  Plan 
member  today.  To  learn  more  call  1-888-CHARTER, 
or  visit  us  at  www.FlightTime.com 


®  FlightTime 

Air  travel,  perrected. 
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Hansberger  considers  a  business  air- 
craft a  serendipitous  experience.  "You 
quickly  learn  that  you're  able  to  go  to 
many  new  locations  that  you  might  not 
have  considered  before,  and  you  can  do 
things  that  you  never  dreamed  you  had 


enough  time  for,"  he  says.  The  cabin  is 
also  a  great  place  to  do  business.  "You 
can  take  your  entire  team  or  just  a  client 
and  there's  no  downtime,  no  wasted 
time,"  he  says.  "It's  a  great  opportunity 
to  build  relationships. 


"The  consistency  and  predictability  ml 
the  most  to  me,"  he  adds.  "These  jets  ail 
you  to  have  better  use  of  a  relatively  sil 
window  of  personal  time  that  businl 
often  precludes  you  from  having.  This  is  I 
a  luxury,  this  is  a  business  essential."  I 


PEOPLE  ARE  OUR  MOST  IMPORTANT  ASSET 

5C  Johnson  &  Son  Inc. 


From  its  humble  beginning  over  a 
century  ago,  Racine,  Wis. -based  SC 
Johnson  &  Son  Inc.  emerged  as  a  far- 
flung  global  enterprise  with  60%  of  its 
business  outside  the  U.S.  and  annual 
sales  topping  $6  billion.  Business  avia- 
tion has  been  a  factor  in  that  growth 
since  1929.  "There  was  never  any  doubt 
in  my  mind  that  corporate  aviation  was 
a  part  of  what  we  are  as  a  company," 
says  Chairman  Emeritus  Sam  Johnson. 
"The  business  aircraft  really  helps  glue 
the  company  together." 

Today,  two  intercontinental  Dassault 
Falcon  900s  and  small-cabin  Cessna 
Citation  V  business  jets  plus  a  helicopter 
log  an  astounding  2,100  flight-hours 
annually  to  keep  SC  Johnson's  growth 
on  track. 

Typically,  four  to  six  senior  executives 
are  on  board  making  multiple  stops  and 
returning  to  the  office  in  a  single  day. 


"The  airport  is  10  minutes  from  the 
office,"  Johnson  says.  "The  ability  for 
our  people  to  take  off  from  Racine  and 
go  direct  makes  a  great  difference  in 
terms  of  time,  fatigue  and  stress  on 
their  families."  The  aircraft  also  facilitate 
a  critical  face-to-face  presence  —  an 
important  factor  in  SC  Johnson's  suc- 
cess and  a  fundamental  aspect  of  the 
company's  culture. 

"You  can't  go  to  Racine  from  Ithaca, 
N.Y,  by  airline  without  going  through 
Pittsburgh,  Pa.,"  says  Johnson.  The  trip 
will  take  the  better  part  of  a  day.  "With 
the  company  planes,  I  can  go  to  Ithaca 
in  a  little  over  an  hour." 

Rogers,  Ark.,  like  hundreds  of  other 
key  customer  locations,  is  a  similar 
story.  A  one-day  visit  can  consume 
three  days  commercially. 

With  business  interests  in  not-so-acces- 
sible locations  in  Russia,  Kazakhstan,  India, 


China,  South  Korea  and  Thailand, 
company  uses  the  Falcons  to  thl 
fullest  by  taking  advantage  of  their  rarl 
and  short-field  performance.  On  thel 
international  trips,  it's  not  uncommorl 
visit  10  countries  in  12  days.  "You  csj 
do  that  on  the  airlines,"  says  Johnsor 

Scheduling  flexibility  is  anotl'l 
key  advantage.  "You  can  reset  ycl 
timetable  as  needed  without  the  ar| 
ety  of  meeting  an  airline  schedule.' 
says,  "One  thing  I've  discovered 
the  years  is  that  our  airplane  has  ne»| 
left  without  me! " 

Aloft,  in  the  privacy  o^  the  cabin,  t| 
aircraft  offers  a  comfortable  environmel 
for  open  conversation.  "I  think  the  ccl 
fidentiality  factor  is  very  important,"  Sc| 
Johnson.  "You  can  use  that  time 
route  with  four  or  six  employees  sitti 
together  and  have  a  last-minute  briefiri| 
It  is  a  great  benefit." 


CHOICE,  VALUE  AND  SERVICE 

Flight  Options 


From  a  fractional  ownership  upstart 
three  years  ago,  Flight  Options,  now 
with  more  than  700  customers,  has 
experienced  skyrocketing  growth.  Pres- 
ident Ken  Ricci  attributes  his  company's 
success  to  a  combination  of  choice  and 
value  and  insistence  on  impeccable  cus- 
tomer service. 

Flight  Options  is  unique  in  that  it  offers 
fractional  shares  in  an  extensive  line  of 
pre-ownea  and  completely  refiTbished 


business  aircraft.  The  options 
range  from  the  entry-level 
Cessna  CitationJet  through 
the  popular  Raytheon  Beech- 
jet  400A,  Cessna  Citation  V, 
midsize  Raytheon  Hawker 
800,  super-midsize  Dassault 
Falcon  50,  wide-body  Bom- 
bardier Challenger  601,  intercontinental 
Gulfstream  GIV  and,  in  2003,  the  Fairchild 
Domier  Envoy  7. 


"From  the  outset,  our  strategy  hcl 
remained  the  same,"  says  Ricci.  "V\i| 
offer  30%  to  35%  savings  over  fraJ 


anoi 


eset  I 
tthej 


H  E   S  PACE  SHI  P 


€5511 


1 


Gulfstream,  we  are  continuing  our  40-year  tradition  of  improving  on 
ellence  by  taking  new  strides  into  the  future  of  business  aviation. 
I-  Gulfstream  V-  SP'  is  The  Space  Ship  of  corporate  aviation. 

signed  to  cHmb  quickly  and  operate  smoothly  above  the  weather  and 
traffic,  the  Gulfstream  V-SP  has  unmatched  range  capability  -  6,750 
itical  miles  without  refueling.  Travel  nonstop  from  New  York  to 
cyo  against  even  the  strongest  headwinds,  from  Paris  to  Buenos 
es,  or  from  Shanghai  to  Dallas.  If  your  business  takes  you  to  remote 
tinations,  takeoff  performance  has  been  improved  to"  give  you, access 
imaller  airports. 

w,  with  more  useable  cabin  space,  passengers  can  travel  in  unsurpassed 
nfort.  The  more  spacious  interior  allows  for  four  separate  living  areas 
1  two  additional  signature  oval  windows  for  even  more  natural  light, 
e  Gulfstream  V-SP  also  has  expanded  baggage  capacity  to 
i  ommodate  additional  luggage.  .  , 

'  r  exclusive  Plane View^^'  cockpit  is  the  next  generation  of  integrated 
onics  technology  -  technology  that  introduces  a  revolutionary  Visual 
idance  System  that  provides  an  even  greater  margin  of  safety  and  reliability. 

ou  are:  a  business  leader,  a  government  leader,  or  a  player  on  the  world 
e,  ■  now  is  the  time  to  experience  the  legendary  safety,  reliability, 
fort  and  performance  of  The  World  Standard. '  ^  Gulfstream  -  The 
p  of  choice  for  business  and  world  leaders  since  1958. 

learn  more  about  the  extraordinary  advancements  in  the  Gulfstream  V-SP, 
Joe  Walker,  Senior  Vice  President,  Worldwide  Sales,  at  (912)  965-5555 
.walker@gulfaero.com)  or  visit  us  at  www.gulfstreamvsp.com.  / 


TH  E  WORLD  STAN  DARD™ 

Gulfstream' 

A  GEMfiBAU  DVTMAIVIICS  COIVIPyXIMY 


tional  shares  in  similar,  new  aircraft  or, 
for  the  same  cost  of  a  competitive 
product,  we  offer  a  larger  aircraft  with 
greater  range  and  comfort." 

By  taking  advantage  of  excellent 
values  in  the  pre-owned  marketplace, 
Flight  Options  can  efficiently  purchase 
aircraft  based  on  customer  demand 
and  fully  refurbish  them  with  all-new 
interiors,  high-tech  communications 


and  entertainment  packages,  plus 
upgrade  the  flight  deck  with  the 
most  sophisticated  avionics  and  safety- 
related  equipment. 

Flight  Options'  European  program  is 
also  in  full  swing,  and  U.S.  customers 
and  non-owners  can  take  advantage  of 
the  aircraft  when  traveling  abroad. 
Flight  time  can  be  purchased  in  incre- 
mental blocks  of  10,  25  and  50  hours. 


Such  an  extensive  range  of  aircraft  < 
considerable  flexibility  in  selecting 
most  sensible  aircraft  for  the  trip.  Althq 
customers  can  exchange  hours  for  a  si 
er  or  larger  plane,  Ricci  reports  a  cons 
able  increase  in  multiple-share  purchil 
and  hours  flown.  "Once  they  try  it, 
tomers  continue  to  learn  how  they  can 
the  aircraft  in  many  different  way 
improve  their  business,"  he  says. 


Reaching  Out  for  New  Opportunities 


Lexington,  Ky,  developer  Robert  Langley 
builds  shopping  centers,  restaurants, 
office  buildings  and  warehouses  throughout 
Kentucky,  West  Virginia  and  Pennsylvania, 
and  has  property  interests  from  New  York 
to  Florida.  Flying  by  airline,  the  compulsory 
changeover  in  Atlanta  turns  even  the  short- 
est trip  into  a  daylong  travel  marathon  that 
generally  requires  an  overnight  stay. 

Langiey  needed  an  airplane  of  his  own 
and  purchased  a  share  in  one  through 
Flight  Options.  It  was  the  perfect  solution 
since  his  flight-hour  requirements  were 
limited  and  he  wanted  the  option  of  choos- 
ing the  aircraft  best  suited  for  the  trip. 


Langley  purchased  a  one-sixteenth  share 
of  a  Raytheon  Beechjet  400A  and  gained 
50  annual  flight-hours.  "With  the  Beechjet, 
I  can  fly  up  to  seven  people,  go  on  my 
schedule,  spend  less  time  traveling  and 
have  more  time  for  business,"  he  says. 

The  newfound  flexibility  speed  and  con- 
venience was  a  revelation.  "You  fly  more 
than  you  think  you  would  because  it's  so 
fast  and  convenient,"  he  says.  "If  I  need  to 
go  to  Florida,  I  can  be  there  in  two  hours, 
do  what  I  need  to  and  make  two  or  three 
additional  stops  that  same  day." 

The  aircraft  has  also  opened  many  new 
business  opportunities.  "There  are  things 


that  just  pop  up  in  business  that  nee 
immediate  response,"  comments  L. 
ley.  Recently,  he  flew  to  Pittsburg 
look  at  a  restaurant  site,  spent  an  H 
and  a  half,  and  came  back  with  his  w| 
day  intact.  Flying  by  airline,  he  say: 
would  have  no  control  over  time." 
spent  that  evening  at  home  with 
family  and  avoided  the  stress  and  inij 
venience  of  commercial  schedules, 
couldn't  do  that,  I  might  just  say,  'to  ^\ 
with  it,'  and  not  go. 

"It's  just  terribly  efficient,"  beams  l| 
gley.  "I  can't  tell  you  how  much  eai| 
this  has  made  my  life." 


CUSTOMER  SHUTTLE  SUPPORTS  SOARING  SALES 

/.  C.  Bamford  Excavators,  Ltd. 


Staffordshire,  U.K-based  J.  C.  Bamford 
(JCB)  started  in  a  rented  garage  in 
1945.  Today  the  company  is  the  largest 
single,  private  business  in  Britain  and  a  global 
force  in  the  construction  equipment  industry 
with  nine  factories  in  the  U.K.,  manufactur- 
ing plants  in  the  U.S.,  Brazil  and  India,  and 
worldwide  sales  in  excess  of  $1.5  billion. 

For  nearly  40  years,  business  aircraft  have 
played  an  important  role  in  JCB's  success. 
"We  use  the  aircraft  primarily  as  a  sales  tool 
to  bring  prospects  to  our  plants,"  says  Sir 
Anthony  Bamford,  JCB's  chairman  and 
managing  director.  The  company  operates 
a  Dassault  Falcon  2000,  which  will  soon  be 


exchanged  for  a  new,  longer-range  Falcon 
900  EX.  "An  hour  and  a  half  in  Europe  and 
you  can  be  anywhere,  which  is  a  big  plus," 
says  Sir  Anthony.  "I  think  that  makes  a  big 
difference  to  business." 

The  Falcon  Jet  logs  a  staggering  800 
hours  annually,  shuttling  prospective 
buyers  from  all  corners  of  Europe  and  the 
Middle  East  to  JCB's  facilities  in  the  British 
Midlands.  Typically,  customers  arrive  in  the 
morning,  tour  the  facilities,  observe  an 
equipment  demonstration  and  return 
home  later  that  evening. 

Contractors  and  heavy-equipment  pur- 
chasers are  generally  located  in  smaller 


towns  that  are  often  great  distan 
from  commercial  airline  service.  T 
might  not  make  the  trip  because  of  t 
constraints,  so  the  aircraft  forms  a  \.| 
link  and  enables  a  close  personal  bcl 
says  Sir  Anthony.  "The  aircraft  is  cert| 
ly  one  of  the  ingredients  that  makes 
company  successful "  | 


LIGHT       OPTIONS       F   R   A   C   T   I   0    N    A    L       J    E   T  .  OWNERSHIP 


^^"^^^"  fe  Ifis  your  jDasspprt 

I  to  Europe  for  $2  million*  less. 

Fly  to  Europe  in  grand  style  and  with  great  savings  in  the  Gulfstream  IV  from  Flight  Options.  This  exceptional 
large-cabin  jet  seats  14  in  unabashed  luxury  and  can  take  you  to  virtually  any  European  business  or  cultural 
center  non-stop.  And  only  Flight  Options'  Gulfstream  IV  can  take  you  there  for  $2  million  less  than  our 
competition.  How?  As  the  first  company  to  take  fractional  jet  ownership  into  the  pre-owned  marketplace,  we 
revolutionized  the  industry  with  our  pricing.  Add  in  standards  and  services  that  are  the  envy  of  the  industry 
and  there's  really  only  one  option  -  Flight  Options.  For  detailed  information  and  to  schedule  a  confidential 
consultation  call  Flight  Options  at  877.703.2348.  Flight  Options  -  We've  got  your  options. 


Savingi  based  on  approximate  purchase  price  of  1/4  share  compared  to  competitors  Gulfstream  IV. 


phone:  216.797.8345      fax:  216.797.6024  www.flightoptions.com 
i!t  shares  are  available  in  small,  mid-range  &  large  cabin  business  jets  including  the  CitationJet,  Citation  11,  Beechjet  400A,  Citation  V„:Citation  III,  HavykerSOO,  Falcon  50,  Challenger  601  and-Gulfetream  I' 
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ELIMINATING  FRILLS  REDUCES  COSTS 

Costco  Wholesale 


Seattle,  Wash. -based  Costco 
Wholesale  operates  a  chain  of 
363  membership  warehouses  through- 
out the  U.S.,  Canada,  Mexico,  the  U.K. 
and  the  Far  East.  "We  run  a  tight  oper- 
ation with  extremely  low  overhead, 
which  enables  us  to  pass  on  dramatic 
savings  to  our  members,"  says  Costco 
President  and  Chief  Executive  Officer 
Jim  Sinegal. 

This  high-volume,  low-margin  retailer 
watches  the  bottom  line  carefully.  To 
maintain  peak  operating  efficiency,  the 
company  leverages  an  11-passenger 
Bombardier  Challenger  604  plus  a 
seven-passenger  Cessna  Citation  Ultra. 
The  Challenger  flies  an  amazing  750 


hours  annually  on  domestic  and  inter- 
national trips.  Buyers,  merchandising 
managers  and  regional  vice  presidents 
make  regular  store  visits  worldwide, 
meeting  store  personnel  and  checking 
on  the  competition. 

"Trips  often  last  two  to  three  days, 
nearly  all  seats  are  filled  and  we  might 
stop  at  up  to  five  locations  in  a  day," 
says  Chief  Pilot  Bob  Lazear.  Stores  are 
often  situated  in  small  towns  and  vil- 
lages that  are  hours  away  from  any  air- 
line service,  which  makes  the  compa- 
ny airplanes  indispensable  assets. 

Costco  is  expanding  rapidly,  and 
Sinegal,  a  frequent  flyer  logging  more 
than  450  hours  annually,  visits  every 


store  at  least  once  a  year.  "He  is 
involved  in  the  day-to-day  operai 
and  likes  to  gain  a  firsthand  pers 
tive,"  comments  Lazear. 

Enabling  groups  of  11  to  save  thr- 
four  travel  days  each,  per  trip,  i 
exceptional  bonus.  Such  efficienc, 
preserve  more  than  a  month  of  em 
ee  time  per  trip,  in  addition  to  elim 
ing  costly  commercial  airfares 
overnight  stays  in  a  hotel.  There 
other  important  benefits,  emphaj 
Lazear.  Costco's  people  are  va 
resources.  The  aircraft  allow  thei 
have  a  home  life  without  the  debi 
ing  impact  of  commercial  travel.  "T 
a  major  advantage,"  he  says. 


A  FUSION  OF  GIANTS  CREATES  SMALL-JET 
REGIONAL  TRAVEL  PROGRAM 

CitationShares 


CitationShares  —  a  joint  venture 
between  Cessna  Aircraft  and  Tag 
Aviation  —  is  a  unique,  regional  fraction- 
al ownership  program  that  will  soon 
extend  nationwide. 

The  company  offers  shares  in  the  eco- 
nomical, entry-level  Cessna  Citation  CJ1 
and  the  Citation  Bravo,  and  the  roomier 
Citation  Excel,  with  its  stand-up  cabin  and 
light-jet  capability.  "We  offer  the  lowest 


initial  purchase  price,  monthly  manage- 
ment fee  and  hourly  operating  cost  of  any 
major  fractional  ownership  program  that 
features  new  jets,"  says  CitationShares 
Vice  President  of  Marketing  John  Hall. 

CitationShares  will  appeal  to  a  wide 
range  of  companies  and  individuals  that 
may  never  have  considered  purchasing  a 
business  aircraft  because  of  cost.  As  little 
as  a  one-sixteenth  share,  or  50  flight- 


hours,  is  available,  which  can  be  upc 
ed  in  25-hour  increments,  and  owi 
can  exit  the  program  after  12  mon 
Although  an  eight-hour  response  t\rr 
guaranteed,  customers  will  general; 
able  to  book  on  shorter  notice. 

CitationShares  owners  can  also  1 
advantage  of  an  array  of  Tag  charter 
craft  on  a  preferred  basis  for  long-ra 
and  international  trips. 


Multiplying  Time  By  a  Factor  of  Three 


David  Brule,  president  and  chief 
executive  officer  of  Iron  Mountain, 
Mich. -based  Northern  Star  Industries,  is 
also  a  member  of  the  executive  adviso- 
ry council  for  Exelon  Infrastructure  Ser- 
vices, one  of  the  largest  utility  services 
companies  in  the  U.S. 

With  the  company  headquarters  locat- 
ed near  the  northern  Wisconsin  border. 


260  miles  from  Chicago,  Brule  found 
commercial  traveling  difficult  and  incon- 
venient. With  only  three  commuter  airline 
flights  daily  to  Chicago,  a  trip  to  anywhere 
could  take  five  to  seven  hours  or  more. 

"Now  I  can  fly  to  most  places  within 
a  couple  of  hours,"  he  says.  Brule 
recently  acquired  his  first  jet  —  a  one- 
eighth  share  in  a  Cessna  Citation  Bravo 


—  from  Greenwich,  Conn. -based  C 
tionShares.  "What  I  now  do  in  one 
with  the  business  aircraft  would  ■ 
three  days  flying  commercially,"  ; 
Brule,  who  regularly  travels  betw 
Iron  Mountain,  Syracuse,  N.Y,  Phila 
phia,  Pa.,  and  Houston,  Tex. 

"My  personal  time  and  produc 
time  are  more  valuable  than  sittini 
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North  &  South  America 
11-561)  233  7233 


Europe,  Middle  &  Far  East 
(41-1)  382  2202 
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ALWAYS  THERE  -  AROUND  THE  WORLD 


an  airplane,  an  airport  or  driving  a  car,"  able  to  tackle  all  the  challenges  with- 
says  Brule.  "You  have  only  so  many  out  the  headaches  that  commercial 
hours  in  the  day,  and  at  some  point  travel  imposes." 
you've  got  to  rest.  I  place  a  high  value  Although  he  purchased  ^00  flight- 
on  being  productive  all  day  and  being  hours,  Brule  expects  to  top  150  hours  by 

Quality  Is  What  Matters  Most 


Jon  Burnham  is  portfolio  manager 
of  the  Burnham  Fund  and  chair- 
man of  Burnham  Investors  Trust.  Burn- 
ham had  chartered  occasionally  but 
wanted  the  consistency  and  reliability 
that  aircraft  ownership  offered  without 
the  obligations. 


He  turned  to  CitationShares,  and  he 
was  delighted.  He  agrees  that  fractional 
ownership  is  not  inexpensive,  but  he 
says,  "It  is  certainly  convenient  and  cost 
effective.  The  time  saving  alone  is  tremen- 
dous." He  adds,  "It's  also  the  wear  and 
tear  that  you  don't  have  to  contend  with." 


the  end  of  his  first  year.  As  his  busiJ 
grew  in  the  past,  Brule  focused  moul 
running  it  as  opposed  to  getting  out 
the  customers.  "With  the  corporat<| 
craft  I  can  do  both,"  he  says. 


Remembering  a  recent  trip.  B 
ham  says,  "We  got  on,  discussed! 
plans  in  detail  and  in  privacy,  lani 
at  an  airport  literally  five  minLl 
away,  completed  our  busin«l 
hopped  on  the  plane  and  came  bl 
It  was  terrific " 


REAPING  A  BOUNTIFUL  HARVEST 

Korbel  Champagne  Cellars 


Nestled  in  the  rolling  hillsides  of  Cali- 
fornia's Russian  River  Valley  is  Korbel 
Champagne  Cellars,  family  owned  for  more 
than  119  years  and  America's  oldest  cham- 
pagne producer.  For  Korbel  Chairman  and 
President  Gary  Heck,  time  is  as  precious  a 
commodity  as  his  grapes.  That's  why  his 
business  strategy  includes  a  Cessna  Cita- 
tion III  business  jet.  The  Citation  is  an 
essential  tool  for  recapturing  time  and 
increasing  productivity  The  proof:  sales  of 
the  bubbly  have  never  been  better,  topping 
2.2  million  cases  last  year. 

"This  is  a  business  where  personal  rela- 
tionships are  essential,"  says  Heck.  With  his 
sales  and  marketing  team.  Heck  regularly 
crisscrosses  the  U.S.,  logging  more  than  300 
flight-hours  annually.  "My  time  is  probably 
the  most  valuable  thing  I  have,"  he  says. 


"The  airplane  gives  me  the  ability 
to  be  on  the  road  and  be  back  to 
run  the  company." 

Staying  in  touch  with  the 
market  is  essential,  adds  Heck. 
"This  is  a  people  business.  It's  all 
about  relationships,"  he  says.  "I  know 
almost  every  one  of  our  major  distributors 
on  a  first-name  basis,  and  the  corporate  jet 
makes  these  personal  relationships  possi- 
ble. I  could  not  make  these  trips  if  I  had  to 
do  them  commercially." 

Heck  details  a  seven-city  whirlwind 
jaunt  throughout  the  Northeast,  followed 
by  another  marathon  around  Florida. 
Using  the  Korbel  Citation,  he  often  packs 
a  three-city  meeting  schedule  into  a 
single  day.  "The  plane  has  made  our  busi- 
ness much  more  efficient,"  he  says.  "I 


would  have  to  have  somebody  on 
road  year-round  to  cover  what  I  can  d 
a  fraction  of  the  time." 

The  winery  is  a  two-hour  drive  from 
Francisco,  the  nearest  airline  airport, 
only  10  minutes  away  from  the  Korbeli 
"By  the  time  I'm  aboard  an  airliner,  I  cc 
be  landing  in  Dallas,  and  we  would  h 
completed  a  full  sales  meeting  en  routi 
is  a  tremendous  tool,"  says  Heck,  refer 
to  his  business  aircraft.  "Now,  they're 
cheap  to  fly,  but  I  think,  all  in  all,  I  j 
couldn't  do  the  job  without  it." 


AN  ENDURING  BUSINESS  TRAVEL  REVOLUTION 

Executive  Jet  Aviation 

When  Richard  Santulli  founded  long-term  advantages  of  a  business  air-  investment  in  Executive  Jet's  future. 

Executive  Jet  and  conceived  the  craft  without  owning  one  outright.  The  With  more  than  1,800  NetJets  owne 

NetJets®  fractional  ownership  program,  idea  was  so  compelling  that  it  captured  Santulli's  Woodbridge,  N.J. -based  ExS' 

he  started  a  revolution.  Fractional  own-  the  interest  of  billionaire  investor  Warren  five  Jet  Inc.  continues  to  be  the  worl 

ership  is  the  hottest  idea  for  acquiring  the  Buffett  and  prompted  his  considerable  largest  fractional  ownership  provider.  L 


If  time  is  money,  this  is  an  ATM 


Make  the  most  of  your  time  and  money  with  fractional  jet  ownership  from 
CitationShares.  We  offer  convenient  financing  and  the  industry's  lowest  prices 
on  shares  of  fast,  new  business  jets.  Call  us  at  800.340.7767  or  203.861.9667. 

SHARES 

A   CESSNA/TAG   AVIATION  PARTNERSHIP 


www.citationshares. 


year,  owners  flew  to  more  than  92  differ- 
ent countries,  and  the  company  expects 
to  exceed  200,000  flights  in  2001. 

In  the  U.S.,  NetJets  offers  12  different 
aircraft  types  representing  nearly  every 
business  aircraft  manufacturer  and  offer- 
ing virtually  something  for  every  individ- 
ual and  business  travel  need.  Choices 
range  from  economical  light  jets  such  as 
the  Cessna  Citation  Bravo  to  the  Gulf- 
stream  GV  and  the  Boeing  Business  Jet, 
which  offers  nearly  three  times  the  space 
of  existing  corporate  aircraft. 

Four  additional  selections  are  expected 
over  the  next  three  years,  including  the 
new,  super-midsize  Gulfstream  Galaxy 
and  the  Hawker  Horizon,  which  offers 
exceptional  performance  and  economy. 

No  single  aircraft  serves  a  company 
or  individual's  needs  all  the  time,  and 
that  is  why  multiple-share  ownership  is 


pervasive  through  all  fractional  owner- 
ship programs.  It  isn't  unusual  to  find 
NetJets  owners  with  shares  in  a  mid- 
size aircraft  or  a  small  jet,  plus  another 
share  in  an  ultra-long-range  interconti- 
nental jet,  which  has  become  increas- 
ingly popular  for  companies  with  global 
business  interests. 

Although  an  overwhelming  percent- 
age of  NetJets  customers  are  first-time 
buyers,  many  are  companies  with 
existing  fleets.  They  are  turning  to  frac- 
tional ownership  as  a  supplement 
when  they  require  additional  speed, 
range  or  the  capability  and  economics 
of  specific  aircraft  for  limited  annual 
flight-hours.  With  fractional  ownership, 
they  can  buy  exactly  what  they  need. 

Executive  Jet's  entry  into  Europe  and 
the  Middle  East  was  another  first,  and 
the  array  of  aircraft  choices,  versatility 


Enhancing  Personal  Life  Is  Good  Business 


Roger  Sant  is  chairman  of  Arlington, 
Va. -based  AES  Corporation,  the 
world's  leading  global  power  producer 
with  business  interests  in  23  countries. 
Even  though  Sant  travels  the  world  reg- 
ularly on  company  business,  he  decided 
that  he  wanted  his  own  personal  aircraft. 

Sant  acquired  a  one-sixteenth  share  of 
a  NetJets  Cessna  Citation  Ultra,  a  one- 
sixteenth  share  of  a  NetJets  Citation  X 
and  a  one-eighth  share  in  a  Citation- 
Shares  Citation  Bravo,  a  smaller,  more 
economical  aircraft,  which  at  the  time 
was  not  part  of  NetJets'  inventory. 

Although  he  owns  the  shares  himself, 
Sant  charges  for  the  use  of  the  airplane 


when  he  flies  on  company  business.  "I 
love  to  get  around  and  see  people  at  the 
plants,  though  the  locations  tend  to  be 
somewhat  remote,"  he  says.  "We  proba- 
bly wouldn't  make  those  visits  without  the 
airplane.  You  would  look  at  your  schedule 
and  think,  'I  just  can't  fit  that  in.'" 

NetJets  also  offers  a  wide  range  of 
booking  options.  On  one  occasion,  Sant 
needed  two  Gulfstream  GiVs  at  the 
same  time,  and  on  another  occasion  the 
Falcon  2000  fit  the  requirement  best.  On 
coast-to-coast  flights,  he  uses  his  Net- 
Jets Citation  X,  which  cuts  typical  cross- 
county  flight  times  by  nearly  an  hour. 

Sant  frequently  takes  advantage  of 


and  opportunity  continues  to 
Currently,  Executive  Jet  is  targeting' 
Asian-Pacific  and  South  American  i 
kets  based  on  growing  demand. 

The  global  programs  are  uniqi 
interconnected  and  availability  is  g 
anteed  irrespective  of  where  a  frad 
al  share  is  purchased.  NetJets  owr 
in  the  U.S.  can  fly  to  either  Europ 
the  Middle  East  and  call  for  their  aire 
as  easily  as  they  can  here.  Owners  f 
abroad  have  equal  access  to  the  er 
U.S.  NetJets  fleet. 


Executive  Jet's  European  program, 
really  great,"  he  says,  "because  c 
mercial  flights  in  Europe  don't  alv: 
meet  your  needs."  He  has  flown  the  IpW 
Jets  aircraft  as  far  as  India  and  Pakis' 
In  today's  frenetic  world,  compaii 
place  a  high  value  on  executive  tii 
often  forgetting  that  a  personal  life 
time  with  one's  family  is  priceless.  F 
tional  ownership  offered  Sant  just  v\il 
he  needed.  "You  can  take  the  perse 
trips  that  you  might  not  ordinarily  be  i\ 
to  take  because  of  business  scheduH 
he  says.  "There  are  a  whole  bunchi 
times  when  personal  use  of  the  jet 
created  a  life-enhancing  opportunity." 
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SHRINKING  THE  GLOBE 

Wotan  America  Inc. 


Sylvia  Jennings,  president  of  Fort  Laud-       Referencing  the  GV's  globe-spanning,    that  it  eliminates  many  of  the  stops  1 
erdale,  Fla.-based  Wotan  America  Inc.,    nonstop  range  of  7400  statute  miles  (sm),    were  required  on  long  international  flight 
loves  her  company's  Gulfstream  GV.  Jennings  notes,  "One  major  advantage  is    the  past,  and  this  reduces  the  total  trip  ti 


"  W   STATEMENTS   FOR   A   NEW  ECONOMY 

dPalive  an   office  any  place   in  the  world, 
id   also   on  the  way  between  them. 
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world  and  the  lowest 


operation  cost  available  in 


the  supDer-mid  size  segment. 
All  this  at  a  price  much 
r  than  you  thi 


We  are  now  taking  orders 
for  the  Legacy  and  you  can 
be  flying  in  yours  very  soon. 


For  more  information,  please 
contact  Sam  Hill,  Embraer 
ExecLitive  Vice  Pi^sident-CoiTioi^att:: 
Jetsj,  at  C9543  353- JETS 
e-mail ;  corporatejet.?3@emtai-3er.  com 
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considerably."  She  outlined  an  11-hour  flight 
fronn  Madrid  to  Katmandu  with  14  passen- 
gers and  four  crew  members  aboard. 
"Another  benefit  is  that  the  long-range  capa- 
bility eliminates  the  necessity  for  dealing 
with  weather  and  ground  handling  issues  at 
interim  stops,  which  can  cause  unneces- 
sary delays,"  says  Chief  Pilot  Jimmy  Jacks. 

At  its  51 , 000-foot  cruising  level,  the  GV 
cabin  maintains  a  low  cabin  altitude  and 
moisturized  airflow.  "You  experience  a  lot 
less  fatigue  on  long  flights,"  Jacks  says. 
The  Wotan  airplane  is  comfortably  config- 
ured with  separate  seating  areas  and 
berthable  seats.  In  addition,  there  is  a  pri- 


vate executive  cabin  that  doubles  as  a 
crew  rest  area  on  long  flights  that  require 
additional  crew  members. 

Recalling  a  recent  trip  direct  to  St.  Peters- 
burg, Russia,  Istanbul,  Beijing  and  Hong 
Kong,  Jennings  says,  "The  GV  has  opened 
up  opportunities  that  were  never  feasible 
before.  Our  people  might  not  have  made 
those  trips  in  the  past." 

Across  the  globe,  satellite  communica- 
tions, fax  and  data  ports  plus  news,  weath- 
er and  financial  updates  are  constantly 
available.  On  the  flight  deck,  the  latest 
ground  weather  radar  and  satellite  images 
can  be  uplinked  from  thousands  of  miles 


away,  which  enables  the  crew  to  r 
important  in-flight  decisions  and  i 
changes  in  a  timely  manner 

"It's  a  whole  new  generation," 
says,  commenting  on  the  ability  1 
anywhere  on  the  globe  with  a  maxii 
of  one  stop. 


MIAMI'S  RELIEVER  AIRPORTS 
BOOST  BUSINESS  DEVELOPMENT 


Business  aircraft  provide  convenient, 
efficient  and  direct  access  to  thou- 
sands of  local  airports  serving  small  com- 


EXPLORE 
AFFORDABLE 
FRACTIONAL 
OWNERSHIP 

Business  aircraft  is  the 
answer  to  more  productivity 
and  more  time  with  family. 

Command  Share  has  a 
program  to  fit  the  small 
business  market. 


For  mors 
information  see 
www.CommandShare.com 
or  call  Tikal  Aviation 
SeA'ices,  Inc. 
877.622.3798  COMMAND 
Far  Hills.  NJ  07931  SHARE 


munities  across  the  nation.  These  airports 
are  also  magnets  for  commercial  and  indus- 
trial development  because  of  their  location 
in  areas  with  attractive  real  estate  values, 
tax  incentives  and  human  resources.  In  the 
same  way,  reliever  airports  surrounding 
major  cities  serve  business  travelers  by  pro- 
viding easy  access  to  the  metropolitan 
area.  Unaffected  by  the  delays  and  incon- 
veniences associated  with  the  large  com- 
mercial airline  hubs,  reliever  airfields  are  a 
vital  business  link  to  the  community. 

Of  the  five  local  airfields  in  the  greater 
Miami,  Fla.,  area,  one  particular  gem  is 
Miami's  Opa-Locka  Airport,  which  touts 
excellent  runways,  extended  U.S.  customs 
hours,  no  landing  fees  and  capacity  for  busi- 
ness aircraft  as  large  as  a  Boeing.  As  an 
important  international  gateway  for  busi- 
ness travelers,  Opa-Locka  is  ideally  situat- 
ed minutes  by  road  from  both  Miami  Inter- 
national and  Fort  Lauderdale  International 
Airports,  Key  Biscayne,  downtown  Miami, 
Bal  Harbour  and  Miami  Beach. 

Surrounding  Opa-Locka  is  one  of  several 
Federal  Empowerment  Zones  in  Miami- 
Dade  County  dedicated  to  business  devel- 
opment and  employment  growth.  Vital  tax 


and  investment  capital  incentives  are  a 
five  reasons  for  companies  to  locate 
Eighteen  national,  regional  and  local  b 
have  already  committed  $400  million 
project  $1  billion  over  10  years  for  finarj 
and  investment  in  the  area,  reports  Bl 
Finnie,  president  and  chief  executive  o1 
of  the  Miami-Dade  Empowerment Trus 
addition,  hundreds  of  millions  of  countyi 
federal  dollars  will  be  available  for  new  I 
ness  development.  Comprehensive 
business  support  is  also  available  from 
Beacon  Council,  Miami-Dade's  econc 
development  arm. 

At  Opa-Locka,  two  industrial-busir 
parks  are  already  in  place,  and  adjacer 
the  airport  is  one  of  the  nation's  fir 
planned  communities  —  Miami-Lake 
which  offers  upscale  hotels,  restaurs 
and  golf  resorts.  The  area  also  inclu 
offices,  additional  business  parks, 
warehousing  and  distribution  facilities. 

Serving  corporate  and  charter  flic 
at  Opa-Locka  is  Miami  Executive  A 
tion,  an  outstanding,  state-of-the 
24-hour  executive  air  terminal  and  fl 
service  operation.  In  addition  ti 
uniquely  designed,  weather-protec 
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canopy  that  accommodates  even  the 
largest  business  jets,  Miami  Executive 
Aviation  offers  attractive  amenities  lil<e 
a  comfortable  lounge  and  greeting  area, 
complete  with  a  large,  flat-screen 
plasma  display  that  provides  news, 
weather,  aircraft  and  traffic  information. 
There's  also  a  high-tech  conference 
room  with  videoconferencing  capability 
and  Internet  access.  "An  executive's 
first  impression  of  Miami  could  be  our 
facility,  and  I  want  it  to  be  a  positive  and 


rewarding  experience,"  says  company 
President  Fabio  Alexander  V. 
■  Beyond  the  array  of  services  that  fulfill 
virtually  any  aircraft,  crew  and.passenger 
requirement,  Alexander's  vision  includes  an 
expanding  and  exclusive  retail  environment 
with  items  ranging  from  cosmetics  to  Greg 
Norman  designer  wear  and  Breitling  watch- 
es, plus  tie-ins  to  nearby  Saks  Fifth  Avenue. 
"You  can  land  here,  hold  a  meeting,  con- 
duct business,  shop  and  never  leave  the  air- 
port area,"  he  says. 


"What  we  are  really  doing  is  prj 
ing  timely,  efficient  access  to  M| 
and  the  Americas,"  says  Alexander 
combination  of  a  local  airport  servil 
major  city,  developable  sites  and  l|| 
pools  plus  considerable  economic! 
efits  creates  a  synergistic  relationl 
and  a  vital  resource  for  develoi 
domestic  and  international  businJ 
Airports  across  the  nation  are  asa| 
ing  similar  roles  and  enhancing 
business  growth. 


SPARTAN  WARRIORS  NO  MORE 


Executives  are  no  longer  "Spartan 
warriors."  They  know  that  to  oper- 
ate efficiently,  it  is  necessary  to  bal- 
ance their  work  and  personal  lives. 
Lugging  heavy  luggage,  standing  in 
lines,  enduring  layovers  and  dealing 
with  little  legroom  take  an  immeasur- 
able toll,  and  companies  are  realizing 


that  this  has  a  deleterious  impact  on 
their  most  valuable  assets. 

"If  there's  anything  that  has  made  our 
company  successful,  it's  the  quality  of 
our  people,  and  that  goes  back  to  how 
you  take  care  of  them,"  says  Jack  Lock- 
ton,  chairman  of  The  Lockton  Compa- 
nies. "The  people  who  are  most  typical- 


THERE'S  AN  ADVANTAGE 
TO  HAVINC3  THE  NEWEST 
FLEET  OF  JETS  IN  THE  FRACTIONAL 
JET  OWNERSHIP  INDUSTRY. 


Wouldn't  you  rather  fly  on  a  new  jet?  Bombardier  Flexjet®  aircraft 
ax'erage  just  2.5  years  in  service.  and  every  one  is  equipped  with  advanced 

safety  FEATURES.  JUST  A  FEW  OF  THE  MANY  .\DVANTAGE5  OF  DOING  BUSINESS  WITH 
THE  WORLD  LEADER  IN  BUSINESS  AVIATION.  FOR  MORE  INFORMATION  ON  FLEXfET 
FRACTIONAL  OWNERSHIP.  VISIT  W\\AV.FLEX)ETCOM.  OR  CALL  1-800-FLEXIET 


BOMBARDIER  FLEXJST 


Source:  Jetnet,  LLC 


ly  using  our  aircraft  are  our  most  vaJ 
associates,  and  anything  that  we  ca 
to  make  their  lives  better  will  make  t| 
more  productive  and  happier." 
Written  and  produced  by  Mark  Pal 
president  of  Miami-based  Beehive  (\ 
munications  Inc.,  mpatikY@bellsouth.\ 
Principal  photography:  Paul  Bowen 


To  learn  more  about  how  assent 
business  aircraft  can  be  for  your  compj 
contact  the  National  Business  Avial 
Association  or  the  General  Aviation  Mi 
facturers  Association,  both  based  in  Wl 
ington,  D.C.  A  perfect  place  to  start  is  ientsi 
NBAA  annual  convention,  where  you 
see  all  of  these  aircraft,  learn  more  al 
the  advantages  and  hear  more  about 
services  that  business  aviation  provi 
This  year,  the  54th  annual  NBAA  Con' 
tion  will  be  held  in  New  Orleans,  La., ! 
tember  18-20.  Don't  miss  it! 
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ROB  WHERRY 

AVID  BERNSTEIN,  CHIEF  OF 
hepatology  at  North  Shore 
University'  Hospital  in  Man- 
hasset,  N.Y.  on  Long  Island, 
has  hosted  a  rising  flow  of  pa- 
tA  '.nts  in  recent  years,  among  them  Wall 
c  y  i;  reet  pros  who  have  just  failed  a  phys- 
.  jial  and  learned  some  staggering  news: 
ley  are  infected  with  hepatitis  C. 

Bernstein,  a  Liver  expert,  is  all  too  fa- 
iliar  with  "hep-C."  A  master  of  stealth, 
can  burrow  in  the  liver  for  up  to  20 
ars  before  provoking  such  symptoms 
fatigue,  jaundice  and  abdominal  pain. 


iACo 


One  mystery  is  why  some 
patients  never  suffer  from 
its  effects.  By  the  time  a 
biopsy  confirms  the  diagnosis,  the  dis- 
ease is  in  its  chronic  stage,  often  with  se- 
vere scarring  of  the  liver  and  the  threat 
of  cancer  and  death.  "For  now  we  don't 
have  a  way  of  predicting  who  will  wind 
up  in  that  shape,"  says  Richard  Manch,  a 
liver  specialist  at  Good  Samaritan  Re- 
gional Medical  Center  in  Phoenix. 

Four  million  people  in  the  U.S.  and 
200  million  people  worldwide  are  in- 
fected with  hepatitis  C;  200,000  people 
get  treatment  in  the  U.S.,  and  that 


SciClone's  Don  Sellers 
thinks  that  his  company's 
cocktail  is  a  cure. 


could  double  in  four 
years.  The  virus,  con- 
tracted through  intra- 
venous drug  use  or  blood  transfusion, 
was  first  spotted  in  1989;  screening  for 
it  began  in  1992.  The  Centers  for  Dis- 
ease Control  says  up  to  10,000  people 
died  from  hep-C  last  year  and  that,  by 
2010,  the  annual  death  toll  will  overtake 
that  of  HIV. 

The  current  gold  standard  of  treat- 
ment is  Schering-Plough's  Rebetron, 
on  the  market  for  three  years.  It  is  a 
combination  of  the  antiviral  capsule 
ribavirin  and  the  anticancer  drug  inter- 
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feron,  a  synthetic  version  of  a  protein  re- 
leased by  white  blood  cells.  Separately 
they  have  litde  effect,  but  together  they 
prevent  hep-C  from  spreading  by  causing 
it  to  make  defective  virus  cells.  The 
duo — called  Rebetron — ^works  in  40%  of 
cases;  the  side  effects  include  depression 
and  anemia.  Rebetron  and  related  prod- 
ucts will  reap  sales  of  $  1 .4  billion  this  year 
for  Schering.  The  U.S.  market  is  over  $1 
billion  and  could  triple  in  three  years. 

But  controversy  has  surrounded  Re- 
betron. The  drug  has  been  sold  as  a 
combination  therapy  at  $18,000  for  a 
year's  supply — considerably  higher  than 
the  cost  of  buying  interferon  and  rib- 
avirin separately.  Schering  locked  up  the 
exclusive  rights  to  ribavirin  and  sold  it 
only  in  tandem  with  interferon,  making 
it  tough  for  rivals  to  match  the  therapy. 
Patient  groups  accused  Schering  of 
putting  profits  before  care.  The  com- 
pany says  it  was  just  following  FDA 
guidelines  and  points  out  that  it  lobbied 
the  agency  to  break  up  the  drugs — a 
move  that  was  approved  last  month. 

Like  other  plagues,  hep-C  has 
stymied  scientists.  They  have  been  un- 
able to  grow  it  in  the  lab.  Hep-C's  repli- 
cation is  difficult  to  block.  Protease  in- 
hibitors shut  down  AIDS  enzymes  by 
locking  onto  readily  available  toeholds, 
but  hep-C's  protease  is  smooth.  Drugs 
slide  off  it  like  tires  on  an  icy  street. 

Still,  a  new  family  of  drugs  promises 
to  boost  cure  rates  from  40%  to  56%  (a 
"cure"  being  defined  as  six  months  virus- 
free).  Some  doctors  hope  to  wipe  it  out 
entirely.  Unlike  HIV,  which  lives  in  the 


50,000 


nucleus  of  the  cell,  hep-C 
sets  up  shop  outside  the 
nucleus  in  the  cytoplasm. 
That  easier  access  gives 
new  drugs  a  chance  to 
make  a  clean  sweep,  while 
HIV  drugs  can  at  best  sup- 
press the  virus. 

Several  drugmakers 
are  homing  in  on  hepati- 
tis C.  Schering  is  in  dis- 
covery stages  for  a  pro- 
tease inhibitor  that  they  hope  to  offer  in 
pill  form.  It  has  also  improved  on  Rebe- 
tron with  a  drug  called  Peg-Intron,  a 
"pegylated"  combination  of  interferon 
and  polyethylene  glycol  (Peg  for  short). 

Schering's  Peg,  a  polymer  made  by 
Piscataway,  N.J.-based  Enzon,  attaches 
to  interferon,  preventing  it  from  being 
broken  down  by  the  body's  natural  de- 
fenses. Peg-Intron  cuts  injections  to 
once  a  week  and  bumps  the  cure  rate 
above  50%.  Hoffmann-La  Roche  has 
had  similar  results  with  its  Pegasys.  Both 
companies  plan  to  add  ribavirin  to  the 
Peg- Interferon  pairing.  (That's  only  pos- 
sible for  Roche  because  other  compa- 
nies have  started  to  manufacture 
ribavirin.) 

"Most  of  us  agree  this  virus  is  not  a 
single-drug  disease,"  says  Dr.  Jeffrey  Crip- 
pin  of  Washington  University  School  of 
Medicine  in  St.  Louis. 

Some  smaller  biotechs  hope  to  pro- 
vide a  third  ingredient  in  a  hep-C  cock- 
tail. For  San  Mateo,  Calif -based  Sci- 
Clone  the  candidate  is  Zadaxin,  an 
injected  combo  of  interferon  and  thy- 


Overtaking  AIDS 


In  ten  years  hepatitis  C  will  kill  more  people  than  AIDS 
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Hepatitis  Handbook 

Five  named  kinds  of  hepatitis  attack  the  liver. 

A 

Infects  125,000  Americans  a  year  and  kills  100.  It  is  contracted  through 
food  or  water  tainted  with  human  feces.  Vaccine  available. 

B 

Kills  7,000  people  a  year.  Causes  liver  failure,  cancer.  Vaccine  available. 

C 

4  million  Americans  infected  through  dirty  needles,  blood  transfusions 
or  tattoos.  Kills  up  to  10,000  people  a  year.  No  vaccine  available. 

D 

This  virus  form  is  similar  to  B.  It  is  rare  in  the  U.S. 

E 

Little  known  about  it,  although  it's  believed  to  be  transmitted  like  hep-A. 
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mosin  Alpha  1,  a  natural  peptide  tl* 
helps  the  body's  immune  system  pi 
duce  virus-fighting  T  cells.  Zadaxin  h 
no  serious  side  effects.  A  rival,  Cepler 
from  San  Diego-based  Maxim  Pharm 
ceuticals,  is  in  late-stage  tests. 

On  its  own,  Zadaxin  works  wond^ 
on  hep-B  though  it  showed  Htde  promi 
with  hep-C.  But  early  data  suggest  that 
combination  with  interferon  and  ri 
avirin,  cure  rates  for  hep-C  approa< 
60%.  Zadaxin  should  have  won  U.S.  ai 
proval  by  now,  but  early  trials  by  a  pre\ 
ous  licensee  were  poorly  designed,  for 
ing  SciClone  to  extend  testing.  Over  t 
last  seven  years  Chief  Executive  Donai 
Sellers,  an  ex-Green  Beret,  has  conso 
dated  the  global  rights  to  Zadaxin  for 
scant  $4  million.  He  put  it  through 
clinical  trials  on  3,000  subjects  worldwio 
and  won  approval  in  24  countries.  La 
year  the  drug  brought  in  nearly  all  of  Sc 
Clone's  $15  million  in  revenue.  Roche  hi 
thrown  its  considerable  weight  behin 
SciClone,  providing  $20  million  in  fr« 
Pegasys  to  confirm  the  results  of  cockta 
tests.  If  approved  in  2004,  UBS  Warbui 
estimates  sales  could  hit  $200  million. 

A  novel  delivery  device  also  shov 
promise.  BioMedicines  of  Emeryvil! 
Calif,  is  testing  its  Omega  interferon  will 
a  Duros  pump,  a  titanium  device  tha 
looks  like  the  ink  tube  of  a  Bic  pen.  Whe 
irnplanted  in  the  upper  arm,  it  release 
the  drug  over  a  period  of  three  months 
a  year.  By  keeping  levels  of  interfere 
constant,  the  pump  doesn't  give  the  vini 
a  chance  to  replicate  between  doses 

In  the  race  pitting  science  against  mi 
crobes,  however,  the  spread  of  hep 
looks  likely  to  outrun  a  cure.  "The  diseas 
isn't  becoming  an  epidemic,"  says  Nort 
Shore's  Bernstein.  "It  is  an  epidemic." 
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lAL     ADVERTISING  SECTION 


Copies  of  the  company's  in-depth 
Drug  Trend  Report  2001 
are  now  available. 
Contact  Merck-Medco, 
1  866  296-3274  ext.  12  or 
medcodrugtrendreport@merckmedco.coin 


sing  Prescription  Costs 
eate  Tougli  Choices  for  Managers 

otion  drug  costs  consumed  8.3%  of  total  health  care  expenditures  in  the  U.S.  in  1999,  and  when  the  numbers  are  in  for 
hat  share  is  projected  to  jump  another  six-tenths  of  a  percent.  Over  the  last  five  years,  the  average  cost  of  providing  a  pre- 
n  drug  benefit  nearly  doubled.  Two  dominant  trends  affect  that  upward  spiral:  growth  in  drug  spending  among  the  baby- 
f  generation  and  the  price  of  widely  used  drugs  still  under  patent  protection.  Employers,  health  plans,  carriers  and  other 
'-^P''  ?)onsors  face  enormous  challenges  as  they  decide  how  to  rein  in  expenses  without  compromising  health  care  quality. 


nan 


iwou  tive  Thinking 

eproi  re  no  quick  fixes  for  the  com- 
ifsttlii  ues  that  surround  rising  pre- 
™'  n  costs.  But  some  pharmacy 
'PP^"  Tianagers  (PBMs)  are  devising 

'  "  ve  and  successful  solutions. 
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I  technology  advancennents, 
an  drive  greater  efficiencies  in 
D()*pensing,  improve  customer 
and  identify  potential  drug 
ions  with  greater  precision  — 
to  reduce  costs  while  improv- 
ity  of  care.  PBMs  can  also  pro- 
Pficiencies  by  encouraging 
rs  and  physicians  to  use  thera- 
ly  equivalent  lower-cost  drugs. 
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g,({||irveillance  Is  Key 

ning  a  close  watch  on  pend-  .-.  v. 
V  drug  applications  is  an  essential 
managing  the  cost-quality  equation, 
ire  sophisticated  PBMs  analyze  data 
le  how  new  drugs  will  impact  their 
drug  plans.  This  type  of  review, 
n  strong  clinical  expertise,  leads  to 
bst-effective  utilization  policies. 


g  Drug  Choices 

r  effective  approach  is  educating 
3rs  and  physicians  regarding  alter- 
to  expensive  brand-name  drugs  like 
;ost-effective  therapeutic  equlva- 
avings  also  can  result  when  plans 
members  to  pay  the  difference 


between  brand-name  and  generic  drugs. 
PBM  clinical  expertise,  along  with  guidance 
from  prescribers,  helps  ensure  that 
member  health  is  not  compromised  as 
these  changes  are  implemented. 

improving  Delivery  Efficiencies 

Working  with  PBMs  that  offer  streamlined 
mail-service  networks,  plan  sponsors  can 
lower  plan  costs  while  adding  convenience 
for  members.  Users  of  such  home  delivery 
sen/ices  are  overwhelmingly  positive  about 
them.  Carefully  planned  communications  can 
build  trust  and  understanding  about  this 
effective  method  of  delivery. 


Prevention  Cuts  Costs 

An  aging  baby-boomer  population 
seeks  to  preserve  quality  of  life  by 
taking  more  responsibility  for  their 
own  health.  Plan  sponsors  can  make 
the  most  of  this  trend  by  offering 
information  and  customer  service 
geared  to  helping  members  use 
drugs  safely  and  effectively.  Pharma- 
cist counseling  is  important,  as  are 
outreach  programs  that  help  mem- 
bers successfully  manage  chronic 
health  conditions.  To  avoid  costly 
hospitalizations,  sophisticated  new 
software  can  alert  pharmacists  to 
potential  drug  interactions  based  on  a 
patient's  health  history. 

A  Closer  Look 

PBMs  should  be  expected  to  stay  attuned 
to  complex  issues,  trends  and  innovative 
solutions  in  today's  changing  prescription 
drug  environment.  The  best  PBMs  are 
those  that  also  can  function  as  knowledge 
managers,  offering  a  broad  portfolio  of 
strategies,  tools  and  techniques  to  balance 
costs  with  quality  care. 

As  the  PBM  for  one  in  every  four  Amer- 
icans, Merck-Medco  is  in  a  unique  posi- 
tion to  address  problems  that  employers, 
health  plans,  carriers,  third-party  adminis- 
trators and  other  plan  sponsors  face 
when  making  decisions  about  prescription 
plans.  ■ 


How,  Mi^/t  (Ut^tr- 

Haw       I  mk  jp^^j^k 


o  rising  drug  costs  automatically  mean  reduced  drug  benefits?  Not  necessarily. 

The  fact  is,  over  the  years  we've  invested  more  than  anyone  else  in  creating 
smarter  ways  to  reduce  waste,  drive  usage  of  more  cost-effective  drug  therapies, 
improve  satisfaction,  and  keep  your  benefit  competitive.  All  to  protect  not  just 
your  employees'  health,  but  your  financial  health  as  well. 

To  learn  how  we  can  help  you  get  more  for  your  benefit  dollar, 
call  Brian  Griffin,  S.V.P.  of  Sales,  at  I  866  296-3274,  ext.  24. 

/le^ii  H  hftiie^  mrltuuf  dma  j^L^yi.  A  Merck-Medco 


Live  life  well 


www.merckinedco.com 


©  2001  Merck-Medco  Managed  Care,  L.L.C.,  a  subsidiary  of  Merck  &  Co.,  Inc.  Live  life  well  is  a  trademark  of  Merck-Medco. 
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EDWARD  OWENS  KNOWS  ABOUT  THE  FRAGILITY 
of  life.  As  a  young  naval  officer  in  the  1960s,  he 
served  aboard  the  missile  sub  U.S.S.  Benjamin 
Franklin,  which  cruised  the  ocean's  perilous, 
crushing  depths,  poised  to  incinerate  the  Soviet 
Union.  Now  he  manages  the  Vanguard  Health 
Care  mutual  fund,  whose  capital  feeds  an  indus- 
try dedicated  to  staving  off  sickness  and  death. 

The  classic  advice  on  sector  funds  is  to  put 
just  5%  of  your  equity  money  in  one  and  the 
rest  in  a  broadly  diversified  portfolio.  The  fund 
graveyard  is  dotted  with  markers  for  precious 
metal,  natural  resources  and  energy  portfolios. 
Numerous  Internet  and  telecom  fxmds  soon  will 
lie  beneath  its  sod.  There  are  432  specialty  stock 
funds  now,  triple  the  count  in  1995,  says  re- 
search firm  Morningstar;  yet  an  estimated  34 


Odds  are  health  care  funds  are 
the  best  sector  long  term.  Credit 
science  and  demographics  for  the 
bullish  outlook.  Vanguard  manager 
Edward  Owens  leads  the  herd. 


BY  ROBERT  LANGRETH 
AND  CHRISTOPHER  HELMAN 

others  folded  during  this  period.  In  a  bear  mar- 
ket you  must  scratch  around  for  winners  among 
the  sectors  (see  Best  Buy  Sector  Funds,  p.  142). 

Health  care  funds,  however,  are  an  invest- 
ment for  the  ages.  There  is  a  case  to  be  made 
that  this  sector,  which  already  has  done  su- 
perbly over  the  past  decade,  should  thrive  for 
the  next  two  or  three.  Since  1996  health  stocks 
are  up  an  annual  19.5%,  beating  the  S&P  500  by 
4.5  percentage  points  {see  chart,  p.  140).  If  your 
investment  horizon  is  long,  it  would  be  reason- 
able to  allocate  10%  to  this  specialty. 

Over  the  short  term,  you  could  still  get 
clobbered  in  health  funds.  Owens'  fund  is  off 
8.3%  so  far  this  year,  putting  it  on  a  par  with 
the  S&P  500's  bear  market  showing.  Reasons: 
Pharmaceutical  makers'  pipelines  seem  dry 
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MARKET  BEATER 
Health  stocks  handily  outrun 
jhe  broader  market.Qvei.tima 

5-year  Annualized  Total  Return 
S&P500 


15.0% 


S&P  Health  Care  Sector 


and  Washington  is  making  trouble.  Recall  how  eight  years 
ago  Hillary  Rodham  Clinton  caused  a  panic  in  drug  stocks. 

But  pay  no  attention  to  the  short  term.  You  can  make  a 
lot  of  money  investing  in  the  health  industry  over  the  long 
haul.  View  the  current  slowdown  as  a  buying  opportunity. 

For  good  cause,  Vanguard's  fund  is  a  perennial  on  our 
Best  Buy  list,  outpacing  its  peers.  Invesco's  health,  fund  and 
Fidelity's  health  and  biotech  funds  also  make  the  Best  Buy 
grade.  If  you  want  to  build  your  own  portfolio  of  individual 
health  stocks,  we've  assembled  a  list  for  you  (see  table,  p.  144). 
They're  pricey  (average  price/earnings  ratio, 
36)  but  worth  the  money. 

Why  are  prospects  so  good  for  health 
funds?  Two  answers:  demographics  and  sci- 
entific innovation.  The  huge  (79  million)  co- 
hort of  people  born  between  1946  and  1964 
is  heading  toward  old  age,  creating  a  bo- 
nanza for  the  health  industry.  And  the  recent 
explosion  of  medical  breakthroughs 
promises  to  be  just  a  prelude  for  what's  com- 
ing. Last  year's  mapping  of  the  human  '  

genome  has  expanded  the  range  of  genes  and  proteins  that 
are  possible  drug  targets  twentyfold,  to  10,000. 

To  Owens  the  trend  has  been  unmistakable:  In  1960 
health  consumed  5%  of  gross  domestic  product.  Now  it  takes 
13%.  Owens  says  the  share  will  hit  20%  in  2020. 

"Heath  care  is  inherently  the  best  industry  to  invest  in," 
says  Owens,  54,  a  cerebral  fellow  who  pores  over  myriad  sci- 
entific journals  and  quizzes  up  to  25  companies  weekly.  "The 
aging  population  drives  demand,  and  science  drives  supply. 
We  can  look  forward  to  waves  of  medical  innovation  lasting 
for  three  or  four  decades." 

His  record  over  17  years  heading  Vanguard's  health  fund 
gives  him  huge  credibility.  Since  1996  the  Vanguard  fund  has 
turned  in  a  scorching  26%  annual  return,  besting  the  S&P  500 
by  1 1  percentage  points. 

Among  sector  funds  the  big  three  are  health,  finance  and 
tech,  each  handily  besting  the  broad  market  in  the  past  half 
decade.  All  have  long-term  forces  working  in  their  favor.  De- 
spite the  tech  wreck,  innovation  in  computers  and  telecom 
will  continue.  And  baby  boomers,  anxious  about  investing 


for  their  retirements,  should  fatten  Wall  Street's  coffers.  O' 
the  past  five  years  health  stocks  have  led  the  rest  slighdy  (th 
annualized  19.5%  trumps  finance's  19.2%  and  tech's  18.6°/ 
Unlike  computers  or  optical  fiber,  piUs  are  not  subject 
violent  swings  in  demand.  Most  of  the  time  health  stoc 
move  less  violently  than  the  market  as  a  whole,  meani 
you're  less  likely  to  hit  a  slump  when  you  need  to  cash  c 
than  is  the  case  with  the  other  two  sectors.  Health's  beta  c 
efficient  is  0.5,  which  means  that  in  any  given  month  (or  da 
the  sector  tends  to  move  in  the  same  direction  as  the  S&P  5 
but  only  half  as  far.  Tech's  beta  is  2. 

Although  there  may  be  obstacles  har 
pering  health  stocks  right  now,  they  are  or 
temporary.  Here's  why: 

Politicizing  liealtii  care.  Lawmakers  occ 
sionally  cause  hiccups  in  health  indust 
growth  with  schemes  to  control  costs  or  boc 
safety. 

With  treatment  costs  rising  12%  a  ye 
HMOs  need  to  constantly  push  through  pri 
increases  to  maintain  profit  levels.  That  may 
hard  to  do  this  year,  considering  the  Patient's  Bill  of  Rights  bu 
bling  in  Congress,  not  to  mention  the  growing  public  d 
gruntiement  with  managed  care  that  is  egging  the  pols  on.  Sti 
even  if  President  Bush  and  congressional  Republicans  can't  c 
fang  the  bill,  HMOs  will  ultimately  benefit  through  the  she' 
volume  of  patients  coming  their  way,  Owens  says.  Ditto  for  ho 
pitals,  also  buoyed  by  more  generous  Medicare  retmbursemenl 
Meanwhile,  momentum  is  building  in  Congress  for 
Medicare  drug  program  that  drug  firms  fear  will  erode  pro 
its  by  bringing  in  backdoor  price  controls.  That's  not  a  threa 
given  the  current  makeup  of  Congress.  "I  definitely  don 
think  that  we're  sitting  on  another  Hillary  Clinton  situation 
says  Yolanda  Strock,  manager  of  Fidelity  Select  Health  Car 
A  drug  plan  could  be  a  huge  net  positive  for  the  industry,  s 
says,  because  old  people  consume  far  more  drugs. 

Patent  problems.  After  a  golden  era  of  speedy  approvals 
the  late  1990s,  the  Food  &  Drug  Administration  has  sudden 
become  ultracautious,  sending  back  a  spate  of  drug  and  c 
vice  applications  for  more  data.  This  pressure  should  east 
The  FDA,  buffeted  on  all  sides,  has  historically  swung  ba^ 


Although  he  took  over  the  fund  only  in  January,  Wald,  40,  is  a  health  care  veteran, 
having  worked  as  an  analyst  at  Munder  and  then  Invesco.  He  has  trimmed  its  aggressive 
approach  somewhat  by  lightening  up  on  Invesco's  biotech  exposure. 
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5-YEAR 
ANNUALIZED 
TOTAL  RETURN 


14% 


UP  DOWN 

MARKET  o  n 
PERFORMANCE  D  D 


ASSETS^6/30/01 

WEIGHTED 

MEDIAN  MARKET 

TAX 

ANNUAL  EXPENSES 

MINIMUM 

CAP  (SBIL) 

GRADE' 

PER  $100 

INVESTMENT 

$1,786 

46 

$22.1 

5 

$1.23 

$1,000 

Tax  efficiency  based  on  past  performance  Ranking  from  I,  best,  to  5,  worst. 
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Start  with  the 
and  picking  the 


right  investment  company, 
funds  becomes  much  easier. 


Some  days  the  market  does  well, 
other  days  not.  But  for  the  long  term, 
it  has  been  the  place  to  be.  And  for 
many  people,  mutual  funds  are  the 
way  to  do  it. 

If  you're  one  of  them,  we  hope 
you'll  consider  Fidelity  mutual  funds 
to  help  achieve  your  financial  goals. 
Fidelity  funds  offer  you  money 
management  expertise  and  breadth 
of  investment  choice.  We  employ 


some  of  the  industry's  most 
experienced  fund  managers  —  and 
back  them  with  what  we  believe  to  be 
the  most  extensive  research  capabil- 
ities in  the  industry. 

The  market  has  been  our  home  for 
over  50  years.  We  believe  in  it  and 
want  you  to  be  comfortable  with  it.  So 
put  the  expertise,  insight  and  sen/ice  of 
Fidelity  to  work  on  your  portfolio 
to  help  you  see  yourself  succeeding. 


I  awl 


Fidelity  Mutual  Funds 

Strive  to  keep  pace  with  the  market,  or  outperform  it. 


Index  Funds 


ikk 
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Spartan®  Total  Market  Index  Fund^* 

Spartan®  500  Index  Fund* 

1  Year 

■15.25% 
■14.69% 


Returns  as  of  6/30/01 ' 
5  Year 

N/A 
14.29% 


10  Year/Life 

8.03% 
14.83% 


S&P  500®^ 


■14.80% 


14.48% 


15.11% 


Equity  Funds 

Fidelity  Dividend  Growth  Fund^ 
Fidelity  Equity-Income  Fund 
Fidelity  Low-Priced  Stock  Fund" 
Fidelity  Value  Fund 


1  Year 

2.78% 
10.07% 
28.34% 
27.88% 


5  Year 

19.02% 
13.33% 
15.52% 
11.30% 


10  Year/Life 

21.02% 
15.45% 
18.43% 
15.21% 


Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  performance  changes  over  time  and  currently  may  be  significantly  lower  than  stated. 
Most  recent  performance  data  is  published  online  at  each  month  end.  Please  visit  Fidelity.com  or  call  Rdelity  for  current  performance  figures. 


FideHiy 


Invesiments* 


1-800-FIDELITY  Fidelity.com 

ore  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  other  expenses  applicable  to  continued  investments, 
or  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  TDD  Service  1  -800-544-01 1 8  for  the  deaf  or  hearing  impaired 
r>.  -  9  p.m.  ET. 

rage  annual  total  returns  are  as  of  6/30/01  and  include  changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the 
ct  of  any  applicable  sales  charges.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your  snares.  Low-Priced 
:k  Fund  has  a  3%  sales  charge  and  a  1 .5%  short-term  trading  fee  for  shares  held  less  than  90  days.  Spartan  500  Index  and  Spartan  Total 
ket  Index  have  a  .50%  trading  fee  for  shares  held  less  than  90  days.  *Currently,  the  investment  advisor  is  paying  a  portion  of  the  fund's 
enses.  Please  consult  the  fund's  prospectus  for  complete  details.  If  the  advisor  had  not  reimbursed  some  of  the  expenses,  total  returns 
uld  have  been  lower  ^Life  of  fund  is  as  of  inception:  1 1/5/97  for  Total  Market  Index  and  4/27/93  for  Dividend  Growth.  ^The  S&P  500  is  an 
panaged  market  capitalization-weighted  index  of  common  stocks,  not  an  investment  vehicle.  The  S&P  500  is  a  registered  service  mark 
"he  McGraw-Hill  Companies,  Inc.  and  has  been  licensed  for  use  by  Fidelity  Distributors  Corporation.  The  securities  of  smaller,  less-known 
ipanies  may  be  more  volatile  than  those  of  larger  companies.  ^Investments  in  foreign  securities  involve  greater  risk  than  U.S.  investments, 
slity  Distributors  Corporation.  140752 


Strock,  31,  left  Fidelity's  separate  biotech  fund  to  run  Select  Health  in  June  2000, 
in  keeping  with  the  fund  giant's  philosophy  of  keeping  managers  fresh.  She  conservativehj 
puts  a  lot  of  chips  on  big  pharma  with  only  a  few  holdings  in  the  ever-volatile  biotech  reali 


Fidelity  Select-Health  Care 


800-544-6E 


Yolanda 
STROCK 


5-YEAR 
ANNUALIZED 
TOTAL  RETURN 


18% 


UP  DOWN 

MARKET  n  n 
PERFORMANCE  D  D 


ASSETS  6/30/01 

WEIGHTED 

MEDIAN  MARKET 

TAX 

ANNUAL  EXPENSES 

MINIMUM 

(SMIL) 

AVERAt3EP/E 

CAPXSBIL) 

GRADE' 

PER  $100 

,  IN¥£SIM£N: 

$2,538 

35 

$66.0 

4 

$0.97a 

$2,500 

'Tax  efficiency.  Based  on  past  performance:  Ranking  from  I,  best,  to  5.  worst,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 


and  forth  like  a  pendulum  between  speedy  approvals  and 
caution.  Part  of  the  problem  is  that  the  agency  is  currently 
without  a  leader.  Once  President  Bush  appoints  an  FDA  com- 
missioner, the  bottleneck  should  open  up.  Moreover,  drug 
firms  like  Pfizer  are  now  anticipating  the  FDA's  demands  for 
more  safety  data  and  building  them  into  their  development 
programs,  thus  minimizing  the  last-minute  delays. 

No  new  blockbuster  drugs.  Another  episodic  quandary:  A 
record  number  of  drugs  are  losing  patent  protection,  in- 
cluding the  antidepressant  Prozac  and  the  allergy  drug  Clar- 
itin.  Investors  are  concerned  there  won't  be  enough  new 

drugs  to  fill  the  gap.  Well,  it  will  take  _  _  _   _^ 

a  while  for  the  pharmas  to  regroup 
after  their  long  1990s  streak  of  new 
entries. 

Plus,  the  fruits  of  the  genomics 
revolution  aren't  fully  apparent  yet 
because  the  industry  is  in  transition. 
Researchers  are  just  getting  a  handle 
on  new  computerized  methods  that 
allow  them  to  probe  thousands  of 
genes  at  a  time. 

Toward  this  end,  Merck  recently 
bought  biotech  boutique  Rosetta  In- 
Pharmatics,  which  employs  astro- 
physicists and  engineers  to  crunch 
reams  of  gene  data  to  spot  telltale 
patterns  that  help  predict  if  a  drug 
will  perform  as  promised  or  might 
have  intolerable  side  effects.  "We  will 
look  back  and  say  it's  unbelievable 
we  ever  did  without  this,"  says  Peter 
Kim,  Merck's  new  research  chief 

Indeed,  if  you  peer  deep  inside 
the  labs  of  the  companies  that  most 
aggressively  adopt  the  new  tech- 
nologies, you'll  find  their  early-stage 
pipelines  burgeoning  with  more 
compounds  than  ever  before.  Pfizer, 
going  forward,  plans  to  submit  four 
new  drugs  for  approval  in  2001,  ver- 


sus about  two  a  year  in  the  past. 

Also,  genomics  promises  to  slash  the  enormous  cosi 
drug  development.  Today,  bringing  one  drug  to  mar 
costs  $880  million  and  takes  1 5  years,  says  Boston  Consi 
ing  Group.  It  estimates  that  genomics  should  eventu 
save  $300  million  per  drug  and  shave  two  years  off 
process,  largely  by  lowering  the  high  failure  rate  now  plaj 
ing  the  industry  in  late-stage  human  trials.  "We  could  d< 
ble  our  productivity,"  says  Pfizer  Chief  Executive  Hei 
(Hank)  McKinnell. 

With  the  science  getting  more  esoteric  all  the  time,  na 


Best  Buy  Sector  Funds 


Betting  on  one  industry  can  produce 
enormous  returns  if  that  sector  is 
hot.  The  opposite  is  also  true.  These 
sector  Best  Buys  show  the  best  blend  of 
cost  efficiency  and  past  performance. 

After  beating  the  S&P  500  with  an  8% 
return  last  year,  the  average  utility  fund 
lost  18%  in  the  first  half  of  2001.  The  cul- 
prits: California's  energy  debacle  and 
poorly  performing  telecommunications 
stocks.  The  top  Forbes  Best  Buy  in  this 
sector  is  Strong  American  Utilities;  it  has 
returned  -8%  year  to  date,  which  masks  its 
underlying  strengths.  Though  expenses  are 


on  the  higher  end,  this  fund's  portfc 
trades  for  only  21  times  trailing  earnir 
versus  a  23  P/E  for  the  average  utility  fu 
In  real  estate,  standout  Columbia  P 
Estate  boasts  the  best  five-year  annual 
turn.  Financial  services  funds  have  a  2% 
turn  for  200rs  first  half.  The  best  of  the 
Fidelity  Select  Brokerage  &  Investm 
Fund,  whose  3%  front-end  load  is  comrr 
in  that  sector;  its  15%  first-half  downdi 
belies  a  fine  long-term  record.  And  Amt 
can  Gas  Index  Fund  is  the  best  of  breed  i 
field  that  has  suffered  from  falling  ene 
prices  in  the  first  half.     —Tricia  McGin 


THE  TOPS  OF  THE  INDUSTRY-SPECIFICS 

These  are  a  good  way  to  bet  on  an  entire  business  group  rather  than  just  one  stock 
Siinh  nnfi-hftt  fiinri.s  rank  high  in  mst-fifflnifinny  and  risk-arijustfiri  perfrirmannR.  

Markh 
:  Performance 
{  UP  DOWN 

I   A    ▼  FUND 


5-YEAR 
ANNUALIZED 
TOTAL 
RETURN 


ASSETS 
6/30/01 
($MIL) 


ANNUAL 
EXPENSES 
PER 
$100 


MINIMUM 
INITIAL 
INVESTMEN 


A 

American  Gas  Index 

14.6% 

$261 

$0.85 

$2,500 

•F 

-A 

Columbia  Real  Estate  Equity 

13.5 

524 

0.96 

1,000 

A 

B 

Fidelity  Select  Brokerage  &  Investment 

535 

1.08  a 

2,500 

-D 

A 

Strong  American  Utilities-inv 

14.6 

287 

1.00 

2,500 

'Fund  rated  for  three  periods,  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  Sources:  Forbes;  Upper  Inc.;  Momingstar,  i 
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ictory 

250  Dital  Management 


Slow  and  steady  growth  does  not  always  define  conservative  results.  At  Victory 
Capital  Management  we  carefully  plan  and  research  your  asset  allocations.  We 
assess  your  risk  tolerance.  And  we  seek  long-term  opportunities  to  optimize  growth 
for  each  investment  and  each  investor.  It's  not  only  a  philosophy  of  responsible  risk. 
It's  our  history  of  remarkable  returns. 

Call  Victory  Capital  Management  today.  1-877-660-4400. 

Investment  Management  •  Mutual  Funds  •  Securities  Lending 

Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 


The  aptly  named  Brian  Younger,  only  25,  has  served  as  an  analyst  here  under  Strock 
and  her  predecessor.  He  expects  cancer  and  autoimmune  diseases  to  reap  the  first  effects 
of  genomics.  Key  pick:  Genentech,  which  already  sells  targeted  cancer  fighters. 


Fidelity  Select-Biotechnology 


8Q0-544-66fi 


Brian 
YOUNGER 


5-YEAR 
ANNUALIZED 
TOTAL  RETURN 


24% 


UP 
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PERFORMANCE  A 


DOWN 


ASSETS  6/30/01 
(SMIL)  _ 

$3,389 


WEIGHTED 

^AVERAGE  Pi£ 


MEDIAN  MARKET 

£AEISB1L)  


TAX 

JjBADE' 


46 


$7.1 


ANNUAL  EXPENSES 

PER $100 

$1.00a 


I  MINIMUM 
.    INVESTMENT  . 

i  $2,500  j 


'Tax  efficiency  based  on  past  performance:  Ranking  from  I.  best,  to  5,  worst,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 


gating  the  health  care  sector  can  be  tricky — one  reason  to  let 
a  professional  chart  your  course.  Health's  various  subsectors 
often  move  independently,  and  even  in  opposition  to  each 
other.  You'd  think  that  biotech  stocks  would  simply  behave 
like  turbocharged  drug  stocks.  Not  the  case.  Biotech  often 
soars  when  big  pharma  languishes,  as  happened  most  re- 
cently during  the  early-2000  biotech  bubble. 

Fund  managers  take  vastly  different  tacks  to  navigating 
the  health  care  shoals.  And  not  everyone  is  successful.  Take 
the  Monterey  Murphy  New  World  Biotechnology  Fund, 
which  has  eked  out  6%  annual  growth  since  becoming  a 
biotech  fund  four  and  a  half  years  ago.  That's  one-third  of 
the  sector's  performance.  Much  of  the  fund's  results  stem 
from  the  momentum-oriented  approach  of  manager  Eliza- 
beth Morgenthaler,  whose  portfolio  turnover  was  1,355%  last 
year.  To  her,  low  turnover  is  "a  mask  for  laziness."  Maybe  in- 
vestors will  benefit  from  a  little  turnover  at  the  top;  Morgen- 
thaler plans  to  leave  the  fund  in  September. 

Our  Best  Buy  health  care  funds  have  exemplary  records: 
•  Fidelity  Select  Biotechnology's  Brian  Younger  concen- 
trates his  bets  on  larger,  well-financed  biotech  firms  to  mini- 
mize the  sector's  large  swings.  He  prefers  companies  with 
drugs  in  late-stage  human  tests  that  are  nearing  approval. 
History  has  shown  that  just  as  they  launch  big  drugs  the  val- 
uation of  these  companies  steps  up  dramatically,  he  says. 
Amgen  falls  into  this  category.  Its  Epogen  is  already  a  $2  bil- 
Uon  drug  for  the  treatment  of  anemia,  but  the  company  is 


seeking  approval  of  a  new  version,  Aranesp,  that  can  be  tak< 
every  one  or  two  weeks  instead  of  three  times  a  week. 

•  The  safer  strategy  is  to  follow  the  main  channel  au 
focus  most  of  your  money  on  big  pharma,  which  constitui 
50%  of  the  sector.  FideUty  Health  Care's  Strock  tries  to  m; 
her  fund  mirror  the  overall  sector.  She  has  about  60%  of  h 
portfolio  in  mega-cap  drug  companies  now,  with  anotb 
10%  in  medical  device  makers  like  Medtronic.  She  has  son 
hospitals  and  a  smattering  of  biotech  stocks. 

•  Thomas  Wald's  Invesco  Health  Sciences  also  has  60< 
in  big  pharma.  While  Wald's  portfoho  is  an  HMO-fi-ee  zon 
he  is  bullish  on  for-profit  hospitals,  figuring  a  Patients'  Bill 
Rights  could  make  it  harder  for  health  maintenance  organ 
zations  to  deny  treatments.  Among  his  favorites:  Ten< 
Healthcare,  an  ace  at  turning  around  troubled  hospitals 

•  Vanguard's  Owens  has  large  positions  in  smaller  dni  faytl 
outfits,  which  he  feels  have  more  room  to  soar  than  the  bi 
boys.  In  late  1999  he  boosted  his  position  in  drug  distributoi 
McKesson  and  Cardinal  Health  when  their  shares  were  dow 
based  on  the  market's  fear  that  Internet-based  distributioi 
systems  would  hurt  them.  "It  was  laughable,"  Owens  says. 

He  realized  sooner  than  most  that  the  diagnostic  industr 
would  be  an  early  beneficiary  from  genome  decoding.  So 
bought  Quest  Diagnostics  when  it  was  cheap  and  thei 
watched  its  stock  nearly  quadruple  last  year.  Says  Owens 
"We  now  have  this  global  machine  of  innovation  that  make 
the  predictability  of  irmovation  itself  very  high." 


lore 
Ddn 


BUILD  YOUR  OWN  HEALTH  CARE  PORTFOLIO 

Want  to  skip  mutual  funds  and  create  your  own  fund?  Buy  equal  weights  of  these  strong  stocks  and  let  them  ride.  This  group  has 
returned  25%  a  year  for  the  last  five  years,  smashing  the  S&P  500's  showing  by  10  points,  the  S&P  Healthcare  Index's  by  5.5.     .j  acii 


COMPANY 

RECENT 
PRICE 

52-WEEK 
HIGH 

P/E 

ANNUAL 
RETURN- 

REASON 

Astra2eneca 

$50.60 

$53.25 

34 

21.2% 

Prilosec  for  heartburn  losing  monopoly,  but  cholesterol  drug  Crestor  coming._ 

Cardinal  Health 

72.97 

7732 

41 

29.1 

Big  distributor  delivers  products  and  services  to  entire  industry. 

Genentech 

40.55 

9725 

NM 

5.(H 

Sells  gene-based  cancer  drugs  Rituxan  and  Herceptin.  More  on  the  way. 

Immunex 

14.28 

64.00 

49 

88.8 

Enbrel  treats  rheumatoid  arthritis.  Working  on  immune  disorders,  cancer. 

Johnson  &  Johnson 

54.40 

54.98 

32 

18.8 

Health  care  products  giant.  New  drug-coated  stents  fix  clogged  arteries. 

Medtronic 

4730 

62.00 

48 

30.2 

Leading  developer  of  medical  devices  and  drug  delivery  systems. 

Merck 

6755 

96.69 

23 

18.0 

History  of  top-notch  science;  good  price  now  due  to  patent  expirations. 

Novartis 

34.65 

46.88 

21 

7.5' 

Solid  pipeline  hits  temporary  hiccups  because  of  regulatory  slowdown. 

Pfizer 

41.01 

48.19 

45 

29.0 

World's  biggest  pharma:  Viagra,  Celebrex,  Lipitor,  Zoloft,  etc.  Must  own.   

Tenet  Healthcare 

55.75 

5700 

32 

22.8 

Leading  hospital  consolldator  buys  troubled  facilities,  turns  them  around. 

if  It 


Prices  as  of  7/18/01.  'Rve-year  annualized.  ^Return  since  7/20/99.  'Return  since  12/24/96.  NM:  Not  meaningful.  Source:  FT  Interactive  Data  via  FactSet  Researci)  Systems. 
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MONEY  IS  NOT  THE  END  OF  WORRY 
IT  IS  THE  BEGINNING. 


Face  it. 

You  have  more  dependents,  more  possessions, 
re  investments,  more  taxes,  more  responsibilities, 
d  more  to  lose.  Yet  still  you're  expected  to  fight  your 
y  through  a  zillion  e-mails  and  voice  mails  each  day, 
t  trying  to  hang  on  to  your  sanity,  your  ideal  weight 
d  your  quality  time  with  your  family. 


means  our  proprietary  investment  research  and  collec- 
tive market  acumen  are  entirely  devoted  to  your  needs. 

Our  experts  in  financial  and  estate  planning, 
investment  management,  and  private  banking  create  a 
unique  plan  for  you  that  aims  to  preserve  and  enhance 
your  hard-won  achievements.  So  that  instead  of  being 
reactive  to  the  market,  your  fiiture  can  rest  on  long-term 


"EVERYONE  THINKS  WE  LEAD  THIS  CHARMED  LIFE."  you  sigh,  "great 
jobs,  a  wonderful  house,  private  schools.  They  don't  see  the  flip  side.  The 
Ions  conversations  about  how  the  money  will  impact  our  lives,  the  lives  of 
our  kids  and  maybe  one  day.  their  kids,  too." 


How  can  you  explain  to  other  people  the  fear 
at  your  children  might  never  need  to  work?  Or  the 
credible  pressure  of  trying  to  protect  a  lifetime's  worth 
"missed  weekends  and  vacations?  And  then,  of  course, 
ho  would  believe  all  that  money  could  ever  feel  like  a 
rden  rather  than  a  blessing? 

We  would.  And  it's  not  a  claim  we  make  lighdy. 
r  nearly  150  years,  U.S.  Trust  has  been  saying 
elcome"  to  aflfluent  individuals  and  families.  Which 


tax-intelligent  strategies  fi-om  a  company  that  has  seen 
more  than  a  few  ups  and  downs  since  1853. 

Who  knows,  you  might  just  start  worrying  a  little 
less  about  your  money  and  having  fiin  with  it  a  little  more. 
Afi:er  all,  isn't  that  why  you  earned  it  in  the  first  place? 

For  more  injormation,  please  call  i-soo-usTRUST  or 
uisit  our  weh  site  at  www.ustrust.com. 


U.S.TRUST 


WELCOME, 


investment  products  are  not  FOic-insured  or  bank  guaranteed  and  are  subject  to  investment  risk,  including  possible  loss  of  principal.  (0301-13194)  Member  FDIC  ©  2001  U.S.  Trust  Corporation 
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The  Honor  Rol 

Our  gold  standard— doing  well  in  both  bullish  and  bearish  markets  over  the  long  term. 


BY  WILLIAM  HEUSLEIN 

THE  STOCK  MARKET  SINCE  SPRING 
2000  proves  the  old  saying  that 
what  goes  up  must  come  down. 
That's  why  we  seek  money  managers 
who  can  navigate  successfully  in  all 
kinds  of  weather.  The  watchword  here  is 
consistency. 

The  Forbes  Honor  Roll,  a  shortlist 
of  time-tested,  actively  managed  funds, 
places  emphasis  on  capital  preserva- 
tion— one  of  five  stringent  tests  we  use 
to  choose  the  very  best.  Our  Honor  Roll 
funds  must  achieve  a  B  grade  or  higher 
in  down  markets,  meaning  they  land  in 
the  top  45%  of  the  universe. 

Next  test:  continuity  of  management, 
meaning  a  minimum  tenure  of  six  years. 
Then  we  require  portfolio  diversification, 
which  disqualifies  sector  funds.  Without 
this  rule  perennial  Honor  Roll  contender 
Vanguard  Health  Care  Fund  would  have 
made  the  final  cut  (see  story,  p.  138).  Our 
fourth  criterion  is  accessibility,  which 
eliminates  funds  closed  to  new  investors. 

And,  of  course,  long-term  perfor- 
mance rounds  out  our  tests,  here  mea- 
sured by  aftertax  results  since  Oct.  31, 
1990.  (We  deducted  federal  taxes  on 
distributions  for  an  upper-bracket  in- 
vestor.) An  initial  $10,000  investment 
made  back  then  in  any  of  these  ten 
Honor  Roll  funds  would  be  worth  at 
least  $60,000  today. 

Our  Best  Buys  (see  p.  148)  reward 
funds  with  relatively  high  risk-adjusted 
returns  and  low  overhead  costs.  Most 
other  fund  surveys  ignore  how  high  ex- 
penses can  chew  into  your  returns.  We 
don't.  For  pointers  on  looking  up  our 
entire  fund  roster  on  Forbes.com,  see  the 
box  on  the  bottom  of  the  opposite  page. 
Watch  tor  our  closed-end  fiind  survey  in 
the  upcoming  Sept.  3  issue.  F 
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\ese  Honor  Roll  winners,  led  by  the  able  managers  listed,  pass  our  tough  battery  of  tests. 


Richard  Freeman  800-451-2010 


TOTAL 
RETURN 


24% 


MARKET 
PERFORMANCE 


UP 

A 


$10,000 
INVESTED' 

MAXIMUM  SALES 
CHARGE 

ANNUAL  EXPENSES 
PER  $100 

PORTFOLIO 
TURNOVER' 

$84,559 

5.00% 

$1.14 

1% 

▼  CI 


Scudder-Dreman  High  Return  Eguity-A 
David  Dreman  800-621-1048  J^^ 

0  00/ 

TOTAL  y  ~y  MARKET       O       A  . 

RETURN  ^^/U       PERFORMANCE    D  r\* 


$10,000 
1NVEST£D1 


MAXIMUM  SALES 


-CHARGE  PER  $1! 


168,216  i  U.75% 


ANNUAL  EXPENSES 


PORTFOLIO 


Legg  Mason  Value  Trust-Primary 

I  William  Miller  III  800-577-8589         Jfi^  ^ 

DOWN 

B 


TOTAL 
RETURN 


23% 


MARKET 
PERFORMANCE 


UP 

B 


7 


Mairs  &  Power  Growth  Fund 

George  Mairs  III  8GG-304-74G4  ^ 

f%  ^   n/  UP  DOWN 

TOTAL  ^  T  yA.  MARKET       O  A 

RETURN  ^^/O       PERFORMANCE    D  M 


$10,000 

MAXIMUM  SALES 

ANNUAL  EXPENSES  1  PORTFOLIO 

$10,000 

MAXIMUM  SALES 

ANNUAL  EXPENSES 

PORTFOLIO 

INVESTED' 

CHARGE 

PERSlOQ-    :  TURNOVER^ 

_JJiV£STED' 

CHARGE 

PER  $100 

TURNOVER^ 

$77,518 

none 

$1.69  27% 

167029 

$6.f@ 

!  Ii 


4 


Muhienkamp  FuniL 


Ronald  Muhlenkamp  800-860-3863 

22% 


TOTAL 
I  RETURN 


MARKET 
PERFORMANCE 


UP 

B 


DOWN 

B 


$10,000^ 

$76,882 


none 


MAXIMUM  SALES  { ANNUAL  EXPENSES 

.J£B.ilQO„  


$1.36 


PORTFOLIO 

_TURH£IVEB?_ 

32% 


FPA  Capital  Funi 


Robert  Rodriguez  800-982-4372 

24% 


UP 


DOWN 


TOTAL 
RETURN 


MARKET 
PERFORMANCE 


A  B 


$10,000^ 

$70,028 


MAXIMUM  SALES 

5.25% 


ANNUAL  EXPENSES 

„...PfR.$lQQ  

$0.89 


PORTFOLIO 
TURNOVER^ 

5% 


J4ea 

IMultipl 

B^EF  TOTAL 
^^Ppr  RETURN 


Jieartland  Value  FuniL 

Multiple  managers  800-432-7856 


21% 


UP  DOWN 
MARKET       D  A 
PERFORMANCE    D  M 


CP 


$10,000 
INVESTED' 

MAXIMUM  SALES 
CHARGE 

ANNUAL  EXPENSES 
PER  $100 

PORTFOLIO 
TURNOVER^ 

$63,138 

1.00% 

$128 

48% 

Weltz  Value  Fund  

Wallace  Weitz 

800-232-4161            Jj^^  ^ 

TOM  21  % 

RETURN^  A  /O 

MARKET 
PERFORMANCE 

UP  DOWN 

C  A 

$10,000 
INVESTED' 

MAXIMUM  SALES 
CHARGE 

ANNUAL  EXPENSES 
PER  $100 

PORTFOLIO 
TURNOVER^ 

$62,089 

mm 

$111 

Wasatch  Core  Growth  Fund  

Multiple  managers  800-551-1700  ^ 

UP  DOWN 

A+ 


TOTAL 
RETURN 


23% 


MARKET 
PERFORMANCE 


10 


Longleaf  Partners  Fund 


Multiple  managers  800-445-9469 

21% 


UP 


TOTAL 
RETURN 


MARKET 
PERFORMANCE 


DOWN 

A+ 


$10,000^ 

MAXIMUM  SALES 

ANNUAL  EXPENSES 

PER  $100 

PORTFOLIO 
TURNOVER^ 

$10,000 
__JNVESTED' 

MAXIMUM  SALES 
CHARGE  

ANNUAL  EXPENSES 

PORTFOLIO 

$68,741 

none 

$1.38 

75% 

$60,434 

nom 

$§M4 

ttal  return  (average  annual)  for  domestic  funds:  from  10/31/90  through  6/30/01  before  deducting  loads  and  taxes.  'Hypothetical  value  on  6/30/01  of  $10,000  invested  10/31/90,  after  load 
lid  taxes.  Assumptions:  Capital  gains  and  Income  distributions  are  taxed  at  the  highest  marginal  rate  in  effect  at  the  time.  Loads  applied  at  6/30/01  rate.  ^Lesser  of  security  sales  or 
jrchases  divided  by  average  net  assets.  Sources;  Forbes:  Upper  Inc.;  Morningstar,  Inc.:  CCH  Inc. 


Forbes 


■■com 


This  year  our  full  listing  of  mutual  funds  is  available  only  on  our  Web  site.  Complete  rundowns  of  funds— including 
expense  ratios  and  letter  grades  for  up  and  down  markets— can  be  found  at  www.forbes.com/fundsurvey.  Our 
online  package  also  includes  a  powerful  mutual  fund  screener  that  lets  you  quickly  sort  through  more  than  11,000 
funds  to  find  those  that  meet  your  investment  criteria.  There's  also  a  fund  expense  calculator,  plus  additional  reporting. 
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U.S.Equity 


Performance  can  be  fleeting:  costs  are  ongoing,  keep  'em  i,0' 


Markh 


Performance 
UP  DOWN 
A  T 

FUND/800  PHONE 

SrnnK  Funds 

1                     1  X      1      ^^IS.lMT^^      —  III.  1 

5-YEAR 
ANNUALIZED 
TOTAL 
RHURN' 

ASSETS 
6/30/01 
($MIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKr 
CAP 
($BIL) 

TAX 

GRADE' 

ANNUAL 
EXPENSES 
PER 
$100 

MINIMUM 
INITIAL 
INVESTMENT 

c 

A 

Dodge  &  Cox  Stock  Fund/621-3979 

- ■Ky,'j>-»y-,-^r-^  

18.0% 

$7492 

21 

$11.1 

4 

$0.54 

$2,500 

A 

C 

Vanguard  Primecap  Fund/835-1510 

20.7 

20,306 

30 

13.9 

1 

0.48 

3,000 

L« 

A 

Mairs  &  Power  Growth  Fund/304-7404 

17.1 

614 

24 

9.9 

1 

0.78 

2,500 

'  F 

A* 

T  Rowe  Price  Capital  Appreciation/638-5660 

13.9 

1,319 

13 

3.7 

5 

0.89 

2,500 

■  A 

■  B 

Fidelity  Mid-Cap  Stock/544-6666 

22.2 

7164 

28 

6.1 

3 

0.83  a 

2,500 

A 

Vanguard  Equity  Income/835-1510 

13.6 

2,630 

21 

33.9 

3 

0.43 

3,000 

■  B 

B 

Fidelity  Dividend  Growth/544-6666 

19.0 

14,206 

27 

41.5 

2 

0.95  a 

2.500 

■  A 

D 

Janus  Growth  &  lncome/525-8g83 

20.1 

7801 

29 

40.3 

2 

0.89 

2,500 

B 

C 

Selected  American  Shares/243-1575 

18.6 

5,929 

24 

48.4 

2 

0.92 

1,000 

D 

A 

GMO  Trust-Pelican  Fund/447-3167 

14.2 

121 

23 

13.7 

5 

0.75  a 

5,000 

■  C 

C 

MSD&T  Growth  &  Income/551-2145 

14.8 

450 

25 

54.4 

2 

0.70  a 

25.000 

B 

C 

Vanguard  Growth  &  lncome-lnv/835-1510 

15.3 

8.130 

26 

60.3 

3 

0.38 

3.000 

Pd 

A 

Vanguard  Windsor  ll-lnv/835-1510 

14.3 

25,196 

22 

23.8 

4 

0.37 

3.000 

C 

Fidelity  Fund/544-6666 

15.2 

14,318 

29 

55.0 

3 

0.52 

2.500 

B 

C 

T  Rowe  Price  Growth  Stock/638-5660 

15.6 

4,967 

30 

43.3 

5 

0.73 

2,500 

c 

A+ 

Clipper  Fund/776-5033 

18.6 

1,916 

20 

13.6 

5 

1.09 

5.000 

C 

A* 

Longleaf  Partners  Fund/445-9469 

.  17.0 

4,362 

22 

9.0 

5 

0.94 

10.000 

A 

T  Rowe  Price  Equity  Income/638-5660 

13.6 

10,260 

21 

18.7 

4 

0.78 

2.500 

C 

A 

Weitz  Value  Fund/232-4161 

24.0 

4,304 

21 

4.7 

4 

1.11 

25,000 

D 

B 

Value  Line  Income  &  Growth/223-0818 

14.7 

206 

31 

22.5 

5 

0.83 

1,000 

c 

C 

A 

A* 

C 

B 

C 

C 

A* 

C 


B 


B 

B 

C 

D 

B 

B 

A+ 

B 

D 

C 


Balanced  FundS- 


Dodge  &  Cox  Balanced  Fund/621-3979 


14.3 


5,432 


22 


10.9 


A*       Vanguard  Wellesley  lncome-lnv/835-1510 


11.3 


6.485 


19 


18.7 


Fidelity  Balanced  Fund/544-6666 


13.8 


6,765 


26 


32.5 


Pax  World  Balanced  Fund/767-1729                 14.2  1.222  33  16.6 

Vanguard  Wellington  Fund-lnv/835-1510  12.8  22.961  22  21.1 

Vanguard  STAR  Fund/835-1510                        12.4  8.322  25  23.0 

Janus  Balanced  Fund/525-8983                      15JL  4.692  28  371 


Fidelity  Convertible  Securities/544-6666  17.2         1.975  31  6.5 

Fidelity  Puritan  Fund/544-6666  11.6        20.869  23  60.1 

McM  Funds-Balanced/788-g485  11.6  183  27  90.0 


Oakmark  Equity  &  lncome-l/625-6275  17.2  363  22  2.8 

Advance  Capital  l-Balanced  Fund/345-4783        11.8  231  26  14.9 


Transamerica  Premier  Balanced-i/892-7587 
Vanguard  Tax-Managed  Balanced/835-1510 

Index  FuNOS  


19.3 

10.5 


144 


28 


15.0 


412 


30 


38.9 


0.53 


0.31 


0.89 


0.31 


0.34 


0.87 


0.60 


1.24 


1.24 


0.20 


2,500 


3,000 


0.64  a  2.500 


250 


3.000 


1.000 


2.500 


0.77  a  2.500 


0.63  a  2.500 


5.000 


1.000 


1.00  10.000 


1.000 


10,000 


0 

Vanguard  500  lndex-lnv/835-1510 

14.4 

91.482 

28 

59.8 

1 

0.18 

3,000 

^  c 

c 

Fidelity  Spartan  500  Index/544-6666 

14.3 

9.128 

29 

62.1 

1 

0.19  a 

10,000  j 

■  B 

c 

SSgA  S&P  500  Index/997-7327 

14.3 

2.537 

30 

64.9 

2 

0.18  a 

10,000  ' 

■  C 

B 

Vanguard  Value  lndex-lnv/835-1510 

14.2 

5.135 

22 

33.6 

3 

0.22 

3,000 

B 

C 

Vanguard  Balanced  lndex-lnv/835-1510 

11.3 

4,214 

28 

36.7 

0.21 

3,000 

■  B 

C 

Dreyfus  Basic  S&P  500/782-6620 

14.2 

1.509 

28 

59.8 

1 

0.20 

10.000 

r.B 

C 

California  S&P  500  Index/225-8778 

14.5 

150 

28 

60.7 

1 

0.20  a 

5.000 

■  c 

B 

Dreyfus  MidCap  Index/782-6620 

17.9 

597 

25 

2.7 

5 

0.50 

2.500 

■  Fund  rated  for  three  periods  only:  maximum  allowable  grade  A.  'Five-year  return  6/30/96  through  6/30/01.  ^ax  efficiency  based  on  past  performance:  Ranking  from  I,  best,  to  5,  worst, 
a:  Net  of  absorption  of  expenses  by  fund  sponsor.  Sources:  Forbes:  Upper  Inc.:  Mornmgstar,  Inc. 
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r unu  jauJiKC, 


DIVERSE  BUT  MORE  COSTLY  THAN  FUNDS. 


MARKET 
PERFORMANCE 

UP  DOWN 
A  ▼ 

FUND/800  PHONE 

Global  Funds 

5-YEAR 
ANNUALIZED 
TOTAL 
RETURN' 

ASSETS 
6/30/01 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET 
CAP 
(SBIL) 

TAX 
GRADE' 

ANNUAL 
EXPENSES 
PER 
SlOO 

MINIMUM 
INITIAL 
INVESTMENT 

D 

A* 

Tweedy,  Browne  Global  Value/432-4789 

15.5% 

$4,089 

23 

$3.4 

4 

$1.38 

$2,500 

A 

C 

Atlas  Global  Growth-A/g33-2852 

18.6 

122 

31 

9.1 

2 

1.34 

2,500 

C 

A 

Capital  World  Growth  &  lncome-A/421-4120 

14.8 

11,207 

24 

12.5 

5 

0.79 

250 

B 

B 

New  Perspective  Fund-A/421-4120 

15.3 

30,442 

30 

29.1 

3 

0.79 

250 

C 

A 

Vanguard  Global  Equity/835-1510 

9.6 

149 

24 

4.9 

3 

0.71 

3,000 

A 

C 

Citizens  Global  Equity-Standard/223-7010 

13.0 

254 

32 

25.2 

1 

1.83 

2,500 

B 

C 

T  Rowe  Price  Global  Stock/638-5660 

9.8 

87 

30 

36.5 

1 

1.20  a 

2,500 

D 

A 

Fidelity  Global  Balanced/544-6666 

8.5 

94 

29 

30.5 

2 

1.25  a 

2,500 

C 

C 

Fidelity  Worldwide  Fund/544-6666 

8.4 

861 

30 

22.2 

3 

1.04  a 

2,500 

0 

A 

USAA  Invest-Cornerstone  Strategy/382-8722 

7.1 

997 

23 

178 

4 

1.09 

3,000 

D 

B 

Fremont  Global  Fund/548-453g 

6.6 

701 

29 

28.2 

5 

0.90 

2,000 

B 

C 

USAA  Invest-World  Growth/382-8722 

5.9 

311 

29 

22.1 

2 

1.12 

3,000 

FDRFIfiN  FlIND^ 

I 

■  A 

■  B 

Fidelity  Diversified  International/544-6666 

11.8 

6,342 

25 

11.0 

2 

1.14 

2,500 

A 

A 

Harbor  International  Fund/422-1050 

8.2 

4,399 

21 

28.6 

4 

0.92 

1,000 

■  A 

■  C 

American  Century  IntI  Growth-l/345-2021 

11.5 

4,475 

30 

21.9 

5 

1.21 

2,500 

■  C 

A+ 

Mercury  HW  International  Value-i/995-6526 

7.8 

1,089 

21 

14.7 

3 

1.06 

10,000 

u 

B 

Fidelity  IntI  Growth  &  Income/544-6666 

7.9 

1,029 

26 

14.1 

4 

1.05  a 

2,500 

■  C 

■  B 

Preferred  International  Fund/662-4769 

8.7 

311 

24 

6.6 

4 

1.20 

1,000 

■  B 

■  A 

Oakmark  international  Fund-l/625-6275 

9.9 

879 

20 

1.3 

5 

1.30 

1,000 

■  C 

■  A 

Bernstein  Tax-Managed  IntI  Value/^ 

7.5 

2,799 

24 

4.4 

5 

1.24 

25,000 

■  B 

■  B 

Wm  Blair-tnternational  Growth-N/742-7272 

15.3 

406 

30 

5.3 

5 

1.66 

5,000 

B 

B 

Vanguard  international  Growth/835-1510 

4.8 

7,440 

23 

17.1 

3 

0.53 

3,000 

■  B 

■  D 

Loomis  Sayles  IntI  Equity-Retail/633-3330 

6.5 

81 

NA 

NA 

3 

1.25 

2,500 

■  D 

■  B 

Lazaru  inTernaTionai  tquiiy-upGn/o^o  oouu 

c,oo  ( 

OA 

0 

European  Funds 

B 

B 

Vanguard  European  Stock  index/835-1510 

10.0 

4,818 

24 

40.7 

2 

0.29 

3,000 

B 

B 

T  Rowe  Price  European  Stock/638-5660 

8.5 

951 

25 

40.1 

4 

1.02 

2.500 

B 

B 

Fidelity  Europe  Fund/544-6666 

8.7 

1,195 

28 

5.8 

4 

1.05  a 

2,500 

■  C 

A 

59  Wall  Street-European/575-1265 

8.2 

106 

25 

38.0 

5 

1.26 

100,000 

B 

D 

Invesco  European-lnv/525-8085 

6.8 

534 

33 

15.6 

5 

1.33 

1,000 

Pacific  Funds 

■  C 

■  D 

Fidelity  Japan  Fund/544-6666 

4.1 

433 

35 

6.8 

2 

1.16  a 

2,500 

C 

A 

59  Wall  Street-Pacific  Basin/575-1265 

0.4 

64 

33 

14.3 

5 

1.48 

100.000 

■I' 

■  D 

T  Rowe  Price  Japan/638-5660 

-2.6 

191 

34 

11.8 

1 

1.09 

2,500 

A 

0 

T  Rowe  Price  New  Asia/638-5660 

.  -8.2 

689 

22 

8.5 

2 

1.08 

2.500 

B  S 

Fidelity  Pacific  Basin/544-6666 

2.1 

399 

32 

10.2 

4 

1.22  a 

2,500 

D 

A 

Vanguard  Pacific  Stock  index/835-1510 

-6.2 

1,732 

32 

14.7 

3 

0.37 

3,000 

■  Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  'Five-year  return  6/30/96  through  6/30/01.  Tax  efficiency,  based  on  past  performance:  Ranking  from  I,  best,  to  5,  worst. 
^For  prospectus  call  212-756-4097.  a:  Net  of  absorption  of  expenses  by  fund  sponsor  NA:  Not  available  or  not  applicable.  Sources:  Forbes:  Upper  /nc;  Morningstar,  Inc. 
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POWER  TRADING 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


It's  easy  to  trade  power  in  large  volume.  The  challenge  is  to  be 


profitable.  That's  why  at  PSEG,  our  trading  organization  is  unique. 


It  drives  our  wide  variety  of  generation  facilities.  You  see,  depending 


on  costs,  we  can  generate  or  buy  enough  power  to  meet  any  market 


condition,  helping  us  to  minimize  risks  while  maximizing  profits. 


How  successful  has  this  been?  Suffice  to  say,  our  traders  have 


maintained  an  average  annual  growth  rate  in  profits  of  87%  since 


1997.  A  fact  that  hasn't  exactly  gone  unnoticed.  % 


PSEG 

We  make  things  work  for  you. 


www.pseg.com 


uwv^  i  L^wi  y  \ji  
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Bi 
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d    Funds                                 ,    nn                   .  n 

VL-LJLiJJUUIW   LACKLUSTER  YIELDS  LOOK  APPEALING  WHEN  EQUITIES  SUFFER. 

Market 
Performance 
UP  DOWN 

▲  T 

5-YEAR 

FUND/800  PHONE  ANNUALIZEC 

TOTAL 

TAXABLE  U.S.  TREASURY  -  "™ 

SEC 
YIELD 

ASSETS 
6/30/01 
(SMIL) 

WEIGHTED 
AVERAGE 

MATURITY 
(YEARS) 

ANNUAL 
EXPENSES 
PER 
$100 

MINIMUM 
INITIAL 
INVESTMENT 

D 

A 

Vanguard  Short-Term  Treasury-lnv/835-1510 

6.4% 

5.2% 

$2,362 

2.7 

$0.27 

$3,000 

A 

D 

Vanguard  Intermed-Term  Treasury-lnv/835-1510 

7.3 

5.8 

3,405 

79 

0.27 

3,000 

A+ 

F 

Vanguard  Long-Term  Treasury-lnv/835-1510 

8.3 

5.8 

1,878 

19.8 

0.28 

3,000 

A+ 

F 

American  Century  Long-Term  Treas-l/345-2021 

8.4 

5.4 

118 

18.8 

0.51 

2,500 

F 

American  Century  Target  2010-1/345-2021 

9.5 

5.3 

274 

9.5 

0.59 

2,500 

A 

D 

Galaxy  ll-US  Treasury  Index/628-0414 

7.0 

4.7 

n  4.1 

u.tx 

TAXABLE  GINNIE  MAE 

C 

B 

Vanguard  GNMA  Fund-lnv/835-1510 

7.5 

6.3 

15,842 

5.5 

0.27 

3,000 

C 

B 

American  Century  GNMA  Fund-l/345-2021 

7.1 

6.2 

1,475 

NA 

0.59 

2,500 

C 

B 

Fidelity  Ginnle  Mae/544-6666 

71 

6.0 

2,583 

NA 

0.61a 

2,500 

C 

B 

Federated  GNMA  Trust-IS/341-7400 

71 

6.4 

833 

6.5 

0.63 

25,000 

B 

C 

USAA  Invest-GNMA  Trust/382-8722 

6.9 

6.4 

481 

6.9 

0.32 

3,000 

C 

B 

Dreyfus  Basic  GNMA/782-6620 

7.4 

6.0 

131 

76 

0.64 

10,000 

Taxari  f  Short-Term 

1  rA/\rALJ  1_  t_  \J  I  iKJt  \  t  ll_iilVi 

D 

A 

Vanguard  Short-Term  Bond  Index/835-1510 

6.8 

5.8 

1,527 

2.8 

0.20 

3,000 

D 

A 

Vanguard  Short-Term  Corp-lnv/835-1510 

6.7 

8.5 

8,121 

2.5 

0.25 

3,000 

D 

A 

FFTW-Limited  Duratlon/762-4848 

6.6 

5.1 

112 

NA 

0.30  a 

100,000 

D 

A 

Vanguard  Short-Term  Federal-lnv/835-1510 

6.6 

5.4 

1,708 

3.3 

0.27 

3,000 

F 

A* 

Payden  Limited  Maturity-R/572-9336 

5.9 

5.5 

165 

0.8 

0.40  a 

100,000 

D 

A+ 

Harbor  Short  Duration/422-1050 

6.0 

5.7 

119 

6.5 

0.29 

1,000 

TAXABLE  Medium-Term 

B 

C 

Vanguard  Total  Bond  Market  Index/835-1510 

7.5 

6.3 

18,417 

8.6 

0.20 

3,000 

A 

D 

Vanguard  Intermed-Term  Bond  Index/835-1510 

76 

6.6 

1,881 

78 

0.20 

3,000 

A 

C 

USAA  Mutual-lncome/382-8722 

7.7 

6.6 

1,460 

8.8 

0.42 

3,000 

A 

C 

Dodge  &  Cox  Income  Fund/621-3g7g 

7.7 

NA 

1,236 

10.0 

0.46 

2,500 

A 

D 

Schwab  Total  Bond  Market  Index/435-4000 

75 

5.8 

847 

11.0 

0.36  a 

2,500 

B 

C 

Fidelity  Spartan  Invest  Grade  Bond/544-6666 

73 

6.0 

2,169 

NA 

0.50 

25,000 

TAXABLE  Long-Term 

A« 

F 

Vanguard  Long-Term  Bond  Index/835-1510 

8.5 

6.6 

462 

23.1 

0.20 

3,000 

A* 

F 

Vanguard  Long-Term  Corp-lnv/835-1510 

75 

6.7 

3,883 

20.4 

0.30 

3,000 

A 

D 

Excelsior  Managed  Income/446-1012 

71 

5.6 

250 

NA 

0.90  a 

500 

A 

C 

Strong  Corporate  Bond-lnv/368-3863 

8.0 

1  1  QQ 

n  Qi 

A 

D 

Advance  Capital  l-Retirement  Income/345-4783 

6.7 

7.4 

ZOa  . 

NA 

U./9 

1U,UUU 

B 

0 

Eclipse-Bond/872-2710 

6.5 

5.3 

112 

11.0 

U.7b  a 

1,UUU 

TAXABLE  Global 

C 

B 

FFTW-Worldv/ide  Core/762-4848 

8.6 

4.8 

215 

NA 

0.45  a 

100,000 

c 

B 

Standish  International  Fixed-lncome/729-0066 

8.8 

3.9 

466 

8.4 

0.52 

100,000 

B 

B 

Payden  Global  Fixed  lncome-R/572-9336 

77 

3.7 

349 

NA 

0.49 

5,000 

C 

B 

Standish  Global  Flxed-lncome/729-0066 

8.0 

4.6 

372 

9.1 

0.54 

100,000 

D 

A+ 

Fidelity  New  Markets  Income/544-6666 

13.5 

11.1 

301 

NA 

1.00 

2,500 

'  Five-year  return  6/30/96  through  6/31/01.  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  available  or  not  applicable.  Sources:  Forbes:  Upper  !nc 

;  Morningstar,  Inc. 
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Microsoft 


Enterprise  software  from  P^Sc'rosoft  heips  you  Impleni - 
"It  has  to  happen  yesterday"  is  a  reality  for  today's  businesses.  That's  why  no 
matter  what  your  situation,  Microsoft  gives  you  a  complete  set  of  software  building 
blocks  that  can  be  rapidly  assembled  and  reconfigured.  From  mission-critical 
operating  system  software  like  the  Microsoft®  Windows®  2000  Server  family  to 
powerful  business  software  such  as  the  Microsoft  .NET  Enterprise  Server  family, 
all  Microsoft  software  is  designed  to  help  you  quickly  meet  today's  business 
challenges.  Visit  microsoft.com/business        -ire  for  the  .A^He  Biisines- 

ALLSTATE 

deadline  thai  leit  buinL,  un 
Microsoft,  they  creniec!  a  new  qiio' 
'tegraled  it  with  i' 

JOI  Microsoft  Corporation  AH  nghts  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United 
■s  and/or  ottier  countries-  Allstate  is  a  registered  service  mark  of  Allstate  Insurance  Company. 


Rond  Funds 

Market 
Performance 
UP  DOWN 
A  T 

FUND/800  PHONE 

Municipal  Short-Tfrm  - 

5-YEAR  ' 
ANNUALIZED 
TOTAL 

RPTIIRMl 

nLiunn 

SEC 

ilCLU 

Assns 

6/30/01 

WEIGHTEU 
AVERAGE 
MATURITY 

ANNUAL 

EXPENSES 
PER 

MINIMUM 
INITIAL 

iMurCTtirun 
InVLolMLNII 

A+ 

Vanguard  Limited  Term  Tax-Exempt-lnv/835-1510 

5.0% 

4.4% 

$3,260 

NA 

$0.18 

$3,000 

F 

A+ 

USAATax-Exempt-Short-Term/382-8722 

4.9 

3.8 

1,029 

NA 

0.38 

3,000 

F 

A"^ 

Vanguard  Short-Term  Tax-Exempt-lnv/835-1510 

4.2 

4.1 

2,163 

NA 

0.18 

3,000 

F 

A+ 

T  Rowe  Price  T-F  Short-lntermediate/638-5660 

4.9 

3.3 

426 

NA 

0.53 

2,500  1 

F 

A+ 

ridelity  opartan  onort-inTermeoiaTe  iViuni/D44-DDbD 

MA 

NA 

U.04 

lU.UUU 

F 

A+ 

Qtrnnff  Qhnrt-Torm  Miini-lnu/'^RP-'^ftR'? 
oiruiig  oiiuii  luiiii  iviuiii  iiiv/ovjo  oouo 

4.4 

NA 

MiJNiniPAL  Medium-Term 

C 

B 

USAATax-Exempt-lntermediate/382-8722 

6.1 

4.5 

2,336 

NA 

0.36 

3,000 

D 

A 

Vanguard  Intermediate-Term  Tax-Ex-lnv/835-1510 

5.8 

4.8 

9,753 

NA 

0.18 

3,000 

B 

B 

Dreyfus  Basic  Intermed  Muni  Bond/782-6620 

6.4 

4.2 

109 

NA 

0.45 

10,000 

A 

C 

Fidelity  Spartan  Municipal  Income/544-6666 

6.5 

4.5 

4,825 

NA 

0.48  a 

10,000 

D 

A 

Fidelity  Spartan  Intermediate  Muni  lnc/544-6666 

5.9 

NA 

1,400 

NA 

0.50 

10,000 

C 

B 

American  Century  Intermed-Term  T-F/345-2021 

5.9 

3.9 

188 

NA 

0.51 

5,000 

MUNICIPAL  LONR-TERM 

B 

B 

Vanguard  High  Yield  Tax-Exempt/835-1510 

6.3 

5.5 

3,431 

NA 

0.18 

3,000 

A+ 

D 

Vanguard  Long-Term  Tax-Exempt-lnv/835-1510 

6.5 

5.1 

1,877 

NA 

0.18 

3,000 

A+ 

D 

Vanguard  Insured  Long-Term  Tax-Ex-lnv/835-1510 

6.5 

5.1 

2,630 

NA 

0.19 

3,000 

A* 

D 

Dreyfus  Basic  Muni  Bond/782-6620 

6.6 

4.9 

247 

NA 

0.45 

10,000 

A 

C 

USAATax-Exempt-Long-Term/382-8722 

 ^  

5.1 

2.116 

20.2 

0.36 

3,000 

A 

C 

T  Row/e  Price  T-F  Income/638-5660 

6.1 

4.5 

1,409 

NA 

0.54 

2,500 

Municipal  One-State 

D 

A 

Vanguard  California  Insured  Inter-Term  T-E/835-1510 

6.1 

4.5 

1,854 

NA 

0.17 

3.000 

B 

C 

Fidelity  Spartan  Mass  Municipal  Income/544-6666 

6.3 

4.5 

1.806 

NA 

0.42  a 

10,000 

B 

o 

D 
D 

T  Rowe  Price  Maryland  T-F  Bond/638-5660 

«jb 

4.4 

1,141 

NA 

0.50 

2,500 

B 

C 

Fidelity  Spartan  Mich  Muni  Income/544-6666 

6.0 

4.4 

480 

NA 

0.51 

10,000 

c 

Fidelity  Spartan  Minn  Muni  Income/544-6666 

5.8 

4.3 

305 

NA 

0.52 

10,000 

A 

c 

Vanguard  NJ  Insured  L-T  Tax-Ex-lnv/835-1510 

6.4 

5.0 

1,065 

NA 

0.19 

3,000 

A 

c 

Fidelity  Spartan  NY  Muni  Income/544-6666 

6.5 

4.3 

1,279 

NA 

0.42  a 

10,000 

A 

D 

Vanguard  Ohio  Long-Term  Tax-Exempt/835-1510 

6.3 

4.9 

458 

NA 

0.19 

3,000 

B 

c 

Vanguard  Penn  Insured  L-T  Tax-Exempt/835-1510 

6.3 

5.1 

1,710 

NA 

0.19 

3,000 

B 

c 

uoAA  iax~txempT~virginia  Dona/ooc  0/ 

e  9 

A  R 
*t.o 

AA.n 

*t*tU 

NA 

Junk  Bonds 

D 

A 

Vanguard  High  Yield  Corp/835-1510 

5.9 

9.1 

6,005 

6.7 

0.28 

3,000 

D 

B 

T  Rowe  Price  High  Yield/638-5680 

6.1 

11.0 

1,514 

NA 

0.83 

2.500 

B 

B 

Fidelity  Capital  &  Income/544-6668 

5.4 

8.8 

3,044 

NA 

0.78  a 

2,500 

C 

B 

Northeast  Investors  Trust/225-6704 

5.1 

12.2 

1,318 

NA 

0.63 

1,000 

B 

C 

Fidelity  High  Income/544-6666 

3.2 

11.0 

1,996 

NA 

0.72  a 

2,500 

A 

Nicholas  Income  Fund/227-5987 

2.7 

10.4 

123 

4.1 

0.50 

500 

'Five-year  return  6/30/96  through  6/30/01.  a:  Net  of  absorption  of  expenses  by  fund  sponsor  NA:  Not  available  or  not  applicable.  Sources;  Forbes:  Upper  Inc.:  Morningstar  Inc. 
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a  HOW  MANY  i^l  GHTNING 

30LTS  DOES  IT  TAKE  TO  CHANGE: 

STOCK  MARKETS 


DOES  IT  TAKE  TO  CHANGE  A 


this  case,  just  one.  Lightning  destroyed  the  New  Mexico  chipmaker  that  supplied  a  Swiss  cell  phone  giant.  Practically  overnight,  stocks/or-,  ■'  ■ 
:  whole  sector  flip-flopped  and  the  market  leader  became  a  market  loser.  It's  aixother  example  of  how  global  economies  are  connected.  So  your 
/estment  company  had  better.be,  too.  And  Scudder  is.  We  have  analysts  and  parmers  in  every  corner  of  the  globe.  These  experts  get  information 
5thand  arid  translate  it  into  smarter  investments.  Ask  your  financial  advisor  how  our  woridwide  jjerspective  can  help  you.  Call  Scudder  Investments 

1-800-621-1048.  Or  visit  www.scudderxom.  Because  in  today's  economy,  you've  got  to  be  in  position  to  riiove  fast.  Especially  when  lightning  strikes. 

■  iHfm^t:-^^  SCUDDER  -Jilt 

■  ip'r,'  ::'^'^^--'J:i..  '..i  ■  INVESTMENTS,  ■  ■.:'$'''^.V:':'.?rf^y:-  i^'-i-'r^^r^ 
.  '     •'  *•  ■  ■'   '.  •  :TrciJisiating  Opportunity     ■■■>    .  '•"•'s'Wi  'vi'*-;-''i.Y  Vj'«*>.'*-i"->;'''-"'  -  • "  ■■• ' 

Mtitual  Funds  Annuities  '    Retirement  1^1  a ns 

more  complete  information  about  Scudder  Investments,  contact  your  investment  professional  and  ask  for  a  .current  prospectus  o,r  call  1 -800-62 1-f048'. 
d  thie  prospectus  carefully  before  investing,  ©2001  Scudder  Distributors,  Inc.  11926  (5/11/01)  , .  ;        <^  member  of      Zurich  Scuddfr  Inve'smients 


Do  It  Yourself 


A  mouse  click 
can  create  an 
instant  portfolio 
for  you.  The 
most  compelling 
reason  for  this 
newfangled 
investment 
product:  saving 
on  taxes. 


BY  MICHAEL  MAIELLO 

TWO  YEARS  AGO  COLUMNIST  PETER 
Huber  argued  in  these  pages  that 
the  Web  threatened  to  make  the 
traditional  mutual  fund  obsolete 
(FORBES,  Feb.  8  and  June  14,  1999).  Au- 
tomation, he  said,  would  give  you  the 
diversification  and  efficiency  of  a  no- 
load  fund  while  leaving  you  with  the 
tax  advantages  of  a  portfolio  of  directly 
held  stocks. 

It's  happening.  A  year  ago  FOLIOfh, 
the  creation  of  former  Securities  8c  Ex- 
change Commissioner  Steven  Wall- 
man,  opened  for  business  with  auto- 
mated investment  portfolios  of  just  the 
sort  Huber  described.  Soon  afterward 
money  manager  James  O'Shaughnessy 
introduced  a  competing  product 
through  the  firm  Netfolio.  It  is  proba- 
bly only  a  matter  of  time  before  all 
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manner  of  banks  and  brokers  get  into 
the  act.  Giant  Fidelity,  for  instance,  is 
unveiling  its  own  version  of  computer- 
ized portfolios  in  August. 

The  idea  is  this:  You  open  an  online 
brokerage  account,  and  use  it  to  as- 
semble a  personal  portfolio  that  looks 
and  acts  like  a  mutual  fund.  If  you  se- 
lect a  Preformatted  portfolio,  it  may 
track  some  index  like  the  Dow  or,  more 
specifically,  the  Dow  Jones  Trans- 
portation Average.  The  computer  at  the 
other  end  figures  out  all  the  position 
sizes  and,  in  the  case  of  FOLIOfn,  can 
handle  fractional  shares.  Trades  are 
funneled  through  an  automated  sys- 
tem that  spares  you  brokerage  com- 
missions. For  this  service  you  pay  a 
fairly  low  annual  flat  fee.  You  can 
download  trading  data  directly  into 
your  tax-preparation  software. 
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Why  not  just  buy  a  no-load  fun<  DttiN' 
The  automated  portfolios  offer  two  a(  lat 
vantages.  One  is  that  if  your  account 
large  enough,  the  folio  will  be  cheap 
than  a  fund,  even  a  cheap  fund  froij 
Vanguard  Group.  The  other  is  that  ya 
can  save  a  lot  on  taxes.  You  deciq 
when  to  sell  any  individual  stock  posj 
tion,  so  there  are  no  involuntary  capiti 
gains  distributions  thrust  upon  yoi| 
Better  still,  you  can  claim  tax  losses  b 
selectively  selling  loss  positions.  A  mv 
tual  fund  cannot  pass  on  tax  losses  t|ffi 
its  shareholders 

FOLIOfn  and  Netfolio  between  thei||ee(fc| 
command  an  estimated  $1  bi 
lion  in  assets,  a  tiny  amour 
compared  with  the  $7  trillio: 
that  mutual  funds  have  to  throi 
around.  But  look  for  a  sizable  expanlsses. 
sion  of  folio  choices  as  retail  brokeii 
and  big  fund  companies  jump  in 

FOLIOfn  caters  to  somewhat  moi 
experienced  investors,  allowing  ther 
to  build  a  folio  from  scratch.  Netfoli 
requires  that  you  begin  with  one  Q 
its  templates,  such  as  the  Nasda 
Growth  10,  before  you  start  customizi|nciiit 
ing.  And  Netfolio  also  offers  muc 
more  advice. 

Costs?  Not  bad.  For  $295  per  yeal 
FOLIOfn  lets  you  assemble  three  folio 
of  up  to  50  stocks  apiece;  each  addi 
tional  folio  costs  $95  per  year.  Netfoli* 
is  more  generous,  charging  you  $20' 
a  year  no  matter  how  many  folios  yoi|oiiia 
order  up.  With  either  you  can  make  a 
the  trades  you  want  inside  your  folio 
for  free.  FOLIOfh  has  no  minimum  ini 
vestment;  Netfolio's  is  $5,000 

It  makes  no  sense  to  put  small  sumi 
into  folios.  If  there's  only  $5,000  ii 
your  Netfolio  account,  you're  payinj 
an  extortionate  4%  in  expenses.  Put  ii 
$100,000,  though,  and  your  0.2%  an 
nual  expense  ratio  makes  the  folit  bein 
competitive  with  a  cheap  index  funo  Jice 
from  Vanguard.  This  assumes,  how 
ever,  that  the  computers  handling  you 
folio  trades  get  execution  as  good  a 
that  obtained  by  the  experienceo 
traders  at  Vanguard,  who  are  handlinj 
much  larger  sums.  That  assumption  ii 
a  little  too  kind  to  the  folio  option 
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ith  Netfolio  and  FOLIOfn  demand 
It  you  put  in  market  orders,  which 
'^es  a  marketmaker  or  specialist  a 
Aea|  ince  to  gouge  you  a  little.  (NetfoHo  is 
fri  isidering  offering  limit  orders  for  an 
:ra  fee. ) 

If  you  are  going  to  buy  a  small  list 
^^fi  ly,  the  Dow  30)  and  sit  on  the  stocks 
r  years,  a  folio  is  not  necessarily  the 
eapest  way  to  invest.  You  can  send  30 
y  orders  to  E-Trade  for  $448,  with  no 
Alt  inual  fee.  But  if  you  are  going  to  do 
me  fiddling  later — say,  overweighting 
nsumer  names  like  Coca-Cola  or 
tntti  teding  out  techs  like  Intel — an  annual 
;  for  unlimited  trading  makes  more 
imoi  ise.  And  if  you  are  investing  in  a  tax- 
le  account  (not  an  IRA,  that  is),  you 
Ail  U  be  doing  some  trades  to  capture  tax 
;ses. 

Folios  are  not  for  the  lazy  investor, 
u  have  to  pay  attention  to  what  is 
ing  on  in  the  market  and  rebalance 
market  conditions  shift.  To  track 
e  Dow  30,  for  instance,  you  need  to 
uffle  positions  whenever  a  stock 
lits.  FOLIOfii  offers  one-click  rebal- 
itoniBcing  while  Netfolio's  system  gives 
balancing  advice.  They  both  guide 
lu  toward  taking  gains  after  12 
onths  (for  the  lower  tax  rate)  but 
efoliisses  before. 

Want  to  track  the  S&P  500?  It  gets 
letfojcky.  At  FOLIOfin  you'd  need  10  port- 
ios  at  $1,192  a  year  and  you  would 
s|  •  mad  trying  to  track  the  index  pre- 
;ely.  But  you  can  get  close  to  the  S&P 
rfoi  ith  a  carefully  selected  Ust  of  just  50 
3cks,  like  FOLIOfn's  Folio  50,  which 
fers  the  S&P's  largest  stocks  weighted 
la  '  market  capitalization.  That  list  has 
pistorically  had  a  very  close  correlation 
paji  I  the  movement  of  the  S&P  Instinet,  a 
search  firm  and  clearinghouse,  calcu- 
tes  its  R-squared  at  97%.  But  to  track 
,e  index  closely,  you'd  have  to  rebal- 
ice  weekly. 

What's  wrong  with  folios?  The 
ilimited  trading  may  tempt  you  to 
/^erindulge.  Vanguard  founder  John 
Dgle,  a  self-described  folio  fan,  com- 
ires  the  product  to  shotguns:  "A 
■eat  tool,  unless  it's  used  for 
ptioJiicide."  r 
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The  #1 

Equity  Income  Fund 


T.  Rowe  Price  Equity  Income  Fund  (PRFDX)  | 

was  ranked  #1  out  of  20  equity  income  f 

funds  since  its  inception,  10/31/85,  through  2 

6/30/01  by  Lipper.  1 


The  fund  has  been  committed  to  rewarding 
investors  with  substantial  dividend  income 
and  capital  growth  — at  a  low  level  of  risk 
relative  to  other  stock  funds.  It  attempts  to 
cushion  against  the  impact  of  market 
volatility  by  investing  in  companies  that 
offer  strong  dividends  in  addition  to  capital 
appreciation  potential.  As  the  chart  shows, 
the  fund  has  outperformed  its  peer  funds 
group  over  time. 

Of  course,  past  performance  cannot 
guarantee  future  results,  and  there  is  no 
assurance  the  fund  will  achieve  its  objective 
or  retain  its  #1  ranking.  No  sales  charges. 

To  learn  more,  request  a  fund  profile 
or  prospectus. 


Performance 

Versus 

Competitors 

Average  annual  total 
returns  as  of  6/30/01 

■  Equity  Income  Fund 
Lipper  Equity  Income 
Funds  Average 
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-  8  0 

0-541 

-  8  4  6  0 
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Invest  With  Confidence 

TRoweRrice 


For  updated  performance  information,  please  visit  our  Web  site  or  contact  a  T.  Rowe  Price  rep- 
resentative. Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  (Source  for  data 
Lipper  Inc.) 

Based  on  its  total  return,  Lipper  also  ranked  this  fund  #19  out  of  202,  #17  out  of  118,  and  #7 
out  of  44  equity  income  funds  for  the  1  -,  5-,  and  1 0-year  periods  ended  6/30/01 ,  respectively 
For  more  information  about  this  fund,  including  fees,  expenses,  and  risks,  read  the  fund 
profile  or  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services, 
Inc.,  Distributor  EIF060703 


Home  Away  From  Home 

Foreign  funds  promise  diversification  but  often  rely  more  on  sales  in  Peoria  than  in  Paris. 


0 


BY  BRENDAN  COFFEY 

I VERSEAS  MUTUAL  FUNDS  IDEALLY 
offer  shelter  from  storms  in  the 
U.S.  markets,  which  presumably 
justifies  the  higher  fees  they  saddle  in- 
vestors with  (1.42%  of  assets  yearly  on 
average).  But  many  for- 
eign funds  are  loaded 
with  companies  doing 
the  bulk  of  their  busi- 
ness in  the  U.S.  This  is 
diversification? 

A  good  way  to  see 
how  closely  a  foreign 
fund  hews  to  the  U.S. 
market  is  to  check  out  a 
handy  statistic  called  R- 
squared,  which  reflects 
how  closely  the  fund 
tracks  the  S&P  500's 
movement.  The  "R"  is 
the  coefficient  of  corre- 
lation between  the 
fund's  monthly  returns 
and  those  of  the  S&P,  the 
most  commonly  used 
benchmark  for  U.S. 
stocks.  Square  this  num- 
ber and  you  have  a  mea- 
sure of  how  much  of  a 
portfolio's  variability 
can  be  explained  by  the 
U.S.  market's  movements.  The  average 
large-cap  domestic  fund,  for  instance, 
has  an  R-squared  of  0.90  over  the  past 
five  years,  meaning  that  90%  of  the 
fund's  variability  is  attributable  to  the 
market.  The  average  international  fund 
runs  a  0.52  R-squared. 

That  doesn't  sound  too  bad.  Since 
1996  international  funds  have  returned 
4.3%  annually,  compared  with  the 
S&P's  14.5%.  A  lot  of  factors  account 
for  the  difference  in  investment  per- 
formance, most  notably  the  1997-98 
Asia  meltdown  and  the  strong  dollar, 
which  makes  profits  earned  overseas 
worth  less  here. 
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Trouble  is,  a  good  number  of  inter- 
national funds  have  much  closer  cor- 
relations to  the  S&P  and  serve  up  sub- 
par  returns  as  compared  to  the  foreign 
category's  average.  We  found  39  funds 
with  annualized  returns,  at  best,  half 


3 

I 
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FUND 

5-YEAR 
ANNUALIZED 
TOTAL  RETURN 

5-YEAR 
R-SQUARED' 

ANNUAL 
EXPENSES 
PER  $100 

American  Century  International  Discovery-I 

15.8% 

0.28 

$1.64 

Artisan  International-I 

17.1 

0.36 

1.26 

Julius  Baer  International  Equity-A 

15.9 

0.34 

1.37  a 

Nicholas-Applegate  IntI  Small  Cap  Growth 

21.6 

0.26 

1.41 

Data  for  6/30/96  through  6/30/01.  'Measures  how  close  a  fund  tracks  the  S&P  500.  A  1.00  is  an  exact  reflection; 
a  0.50  means  it  correlates  to  the  S&P  50%  of  the  time,  a;  Net  of  absorption  of  expenses.  Source:  Upper  Inc. 


of  the  S&P's.  These  funds  also  had  R- 
squareds  of  0.60  and  higher.  The  least 
diverse  of  the  overseas  funds:  Munder 
International  Equity,  whose  R-squared 
is  0.70.  It  managed  to  eke  out  a  4.4% 
average  return  since  1996. 

Blame  globalization.  Dig  through 
the  biggest  holdings  of  this  hapless 
bunch  and  you  turn  up  names  like  BP 
Amoco,  Vodafone,  Diageo,  Glaxo- 
SmithKline  and  Aegon.  Each  depends 
upon  U.S.  sales  for  half  its  revenues. 
The  widely  held  DaimlerChrysler  re- 
ceives 62%  of  revenues  from  the  U.S. 

Another  reason  for  the  woeful  situ- 
ation is  loose  bylaws  that  allow  funds  to 


take  large  positions  in  domestic  stocH 
For  example.  Fidelity  Overseas  Fur 
(R-squared:  0.64)  can  put  35%  of  asse 
in  U.S.  equities.  That  freedom  hasp 
helped  much.  The  fund  has  managed 
return  only  6.5%  yearly. 

Okay,  where  do  yc 
find  a  fund  that  isn't 
closet  American  portfi 
lio?  Our  Best  Buys  fc 
foreign  funds  are  a  stai 
(see  p.  150).  Their  I 
squared  scores  clusH 
around  the  interna 
tional  fund  average 
None  is  higher  thai 
0.58 — which  belongs  1 
Harbor  Internationa 
And  their  returns,  whi 
not  equaling  the  S&P'i 
at  least  are  on  the  highfi 
end.  Harbor  average 
9.3%  since  1996. 

Beyond  these  we'v 
uncovered  four  fund 
with  exceptionally  low  B 
squareds  that  have  beate: 
the  S&P's  return  (se. 
table)  but  haven't  been  ii 
existence  long  enough  tl 
merit  consideration  fo 
our  Best  Buys  list. 
The  leader  of  this  quartet  i 
Nicholas-Applegate's  Internationa|r^e 
Small  Cap  Growth,  which  posted  ai 
S&P-beating  22%  annual  return  ovei 
five  years,  while  giving  a  milewidi 
berth  to  the  index  (R-squared:  0.26) 
Its-  largest  holdings  are  in  Frend 
technology  consultant  Altran,  BritisI 
business  support  firm  Capita  ano 
Danish  windmill  maker  Vestas.  Eacl 
company  gets  less  than  10%  of  it! 
revenue  from  the  U.S.  Nicholas-Ap 
plegate  requires  a  hefty  $250,000  in 
vestment,  although  it  has  a  reason- 
able— by  foreign  fund  standards- 
expense  ratio  of  1.41%. 
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)NEY  MARKETS 


farking 
Place 
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It 


oney  market  funds  may  not 
Id  like  short-term  bond 
nds  or  even  CDs.  But  they're 
good  place  to  wait  out  the 
!ar  market.  And  some  still 
fer  you  decent  yields. 


ion  li 


NATHAN  VARDI 

N  THE  SURFACE  MONEY  MARKET 
funds  have  rarely  looked  worse. 
Now  that  the  Federal  Reserve  is 
nding  out  dollars  like  candy,  the  av- 
ige  yield  has  dropped  to  3.4%,  from 
1%  a  year  ago.  That  makes  it  per- 
»usly  close  to  the  current  inflation 
te.  Retail  investors  have  responded, 
thdrawing  $50  billion  from  money 
nds  in  this  year's  second  quarter. 

Financial  planners  and  other  wise 
uls  have  made  investing  in  money 
nds  seem  like  stuffing  your  savings 
ider  the  mattress.  Their  advice:  If  you 
int  a  fixed-income  investment,  go  for 
nk  certificates  of  deposit  or  short- 
rm  bond  funds  that  lack  sales  loads, 
[iter  all,  CDs  pay  higher  rates  (from 
5%  annually  for  a  three-month  one, 
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I  ve  got  a 
good  portfolio. 


I  think. 
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Find  out  for  sure.  Get  a  second 
opinion  with  the  T.  Rowe  Price 
Investment  Checkup^'". 

Stocks.  Bonds.  Mutual  funds.  With  so 
much  to  choose  from,  it's  hard  to  l<now 
if  you've  made  the  best  investment  deci- 
sions for  your  long-term  financial  goals. 
That's  whyT.  Rowe  Price  has  created  the 
Investment  Checkup  — the  professional 
portfolio  review  designed  to  help  you 
determine  where  you  stand. 

Make  sure  your  portfolio  is  on  the  right 
track.  Call  for  your  free  Investment 
Checkup  Kit  today,  and  find  out  for  sure. 


1-800-541-4735 

jWWW.TR0WEPRICE.COM 


Based  on  your  Personal 
Profile,  we  provide: 

•  A  complete  asset 
inventory  by 
investment  category 

•  Recommended 
changes  to  your 
portfolio 

•A  Personal  Advisory 
Counselor  to  help 
implement  your 
new  plan 

The  portfolio  Analysis 
and  Recommendation 
carries  a  one-time 
$250  advisory  fee. 


Invest  With  Confidence 

TRoweR-ice 


Investment  Checkup  is  a  service  of  T.  Rowe  Price  Advisory  Services,  Inc.,  a  fedeially  registered 
investment  adviser.  ICU060705 


up  to  5%  for  a  five-year),  and  bond 
funds  do  better  still.  The  most  popular 
is  Vanguard's  Short  Term  Corporate 
with  a  5.8%  yield. 

Fine,  except  you  might  not  want  to 
skip  out  of  money  funds  altogether. 
Why  not?  Because  they  make  an  excel- 
lent place  to  park  money  while  awaiting 
buying  opportunities  for  stocks.  Money 
funds  also  offer  two  things  the  others 
can't:  flexibility  and  immunity  to  inter- 
est rate  spikes. 

First,  flexibility.  You  can  write 
checks  on  a  money  fund.  CDs  lock  you 
in  for  the  duration,  unless  you  want  to 
pay  a  painful  early  redemption  fee  that 
these  days  can  run  as  high  as  5%  of 
your  principal.  Write  a  check  on  a  bond 
fund  and  you  wind  up  with  a  tax  ac- 
counting headache:  The  redemption  is 
a  sale,  and  you  could  have  made  or  lost 
a  few  cents  a  share. 

Money  funds  all  but  guarantee  to 
maintain  their  share  price  at  a  buck.  In- 
come is  meager,  but  at  least  there  is  no 
fluctuation  in  the  share  price  that  will 
give  rise  to  entries  on  Schedule  D  of 
your  1040. 

On  top  of  that,  money  funds  are 
quite  safe,  even  though  they  aren't 
under  the  aegis  of  the  Federal  Deposit 
Insurance  Corp.,  as  CDs  are.  It's  ex- 
tremely rare  for  investors  to  lose  their 
principal  in  a  money  fund.  The  last 
time  was  in  1994  when  something 

RED  FLAGS 

Booby  Prize 

A  klutz  among  mutual  funds,  Dreyfus  Aggressive 
Growth  suffers  in  both  good  times  and  bad. 


IN  IHEMONEY  HIGH-YIELDING.  LOW-CHARGING  FUNDS 


Fum 

7-DAY 
COMPOUND  YIELD 

/  ILO 

EXPENSE 
RATIO 

7/1 
III 

MINIMUM 

INITIAL 

IMUrCTftlCMT 
INVLoI  MCNI 

Dreyfus  Basic  MMF 

4.12% 

n  AC 

0.45 

925,000 

Flex-Fund  Money  Market  Fund 

4.11 

0.43 

2,500 

MSDW  Active  Assets  MT 

4.10 

0.41 

5,000 

Harbor  Money  Market  Fund 

n  AQ 

l.UUU 

Merrill  Lynch  CMA  Money  Fund 

4.05 

0.55 

5,000 

Money  market  average 

3.42 

0.81 

'  NA 

NA:  Not  applicable.  Source:  Money  Fund  Report,  a  publication  of  iMoneyNet,  Inc. 


called  Community  Bankers  U.S.  Gov- 
ernment Money  Market  Fund  bought 
adjustable-rate  derivative  securities  that 
suffered  when  the  Fed  hiked  rates.  The 
fund  was  dissolved  and  investors  recov- 
ered 96  cents  on  the  dollar.  The  re- 
sponse to  a  more  recent  contretemps  is 
more  typical:  The  commercial  paper 
defaults  of  Southern  California  Edison 
and  Pacific  Gas  &  Electric,  victims  of 
the  state's  energy  mess.  Ten  mutual 
fund  families,  ranging  from  Dreyfus 
Founders  to  Scudder  Investments, 
bailed  out  their  affected  money  funds, 
absorbing  the  capital  losses. 

The  beauty  part  of  money  funds  is 
that  you  can  find  ones  that  carry  fairly 
high  yields — and  also  sport  low  ex- 
penses (see  table). 

The  top-yielding  fund  on  our  list  is 
Dreyfus  Basic,  with  4.12%;  it  only  snips 
off  45  cents  for  every  $100  in  assets. 
That's  compared  with  the  average  fund, 
which  clips  you  for  81  cents.  The  higher 


BY  MATTHEW  SWIBEL 

SOME  FUNDS,  USUALLY  THE  CON- 
servative  ones,  do  worse  than 
their  peers  in  bull  markets.  Some 
do  worse  in  bear  markets.  It  takes  a  spe- 
cial kind  of  skill  for  a  fund  to  fall  be- 
hind in  both  kinds  of  markets.  That's 
the  story  at  Dreyfus  Aggressive  Growth 
Fund,  which  over  the  past  five  years  has 
managed  to  lose  16%  a  year  in  a  mar- 
ket up  15%  a  year.  Dreyfus  Aggressive 


thoroughly  deserves  our  2001 
Booby  Prize. 

Between  the  capital  losses 
and  the  desertions,  there's  not 
much  left  here.  The  $126  mil- 
lion under  management  five  years  ago 
is  down  to  $28  million.  This  year  to 
date  the  fund  has  lost  only  10%,  which 
must  be  seen  as  progress  of  a  sort  since 
it's  in  line  with  the  S&P  500. 

What  went  wrong?  Lots  of  things.  As 


yields  result  from  the  funds  on  our  li 
investing  more  heavily  in  less  creditwo 
thy  paper  than  do  the  rest.  Not  to  worr 
The  stuff  is  unlikely  to  default.  ExampI 
ABN  Amro  Bank  Yankee  paper,  whic 
carries  a  AA  credit  rating  from  Standat 
&  Poor's.  Hardly  frightening. 

Investors  in  higher  tax  bracke 
may  want  to  get  a  break  by  turning  t 
municipal  money  funds,  particular! 
those  keyed  to  their  home  states- 
which  exempts  the  interest  incom 
from  state  taxation  as  well.  At  2%,  th 
average  tax-free  money  market  yiel 
has  seen  better  days,  but  check  o 
the  Zurich  Yieldwise  Municipal  Monet 
Fund,  recently  yielding  2.77%.  For  th 
top  bracket,  that's  equivalent  to  4.6°/« 
It's  a  loss  leader:  Zurich  has  pulled  thi 
off  by  temporarily  waiving  all  its  fee; 
Says  manager  Frank  J.  Rachwalski,  "W 
are  cheap  insurance — a  good  place  tt 
put  your  money  until  you  figure  ou 
your  options."  I 


late  as  February  a  third  of  the  fund's 
holdings  were  swooning  technology  and 
telecommimications  stocks.  Among  the 
losers:  Rational  Software,  whose  shares 
plunged  from  $69  in  September  to  a  re-- 
cent  $17,  and  money-bleeding  Mercury 
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$10  off  with  this  ad! 

(A  $30  value) 

Investment 

EXPO 

Bull  or  bear...be  there 

for  a  major  portfolio  repair! 

September  15-16, 200 1  •  NY  Sheraton  & 
Towers  8 1 1  7th  Ave.  @  53rd  St.,  NYC 


Registration  begins:  9/15  @  8:30  am  and  9/16  @  9:30  ann 

meet  face-to-face  with  Wall  Street's  professionals  at  over  50  interac- 
tive seminars,  workshops  and  panels. 

explore  the  most  lucrative  investment  strategies  at  over  100 
exhibits:  (mutual  funds,  annuities,  online  software,  options,  REITS,  online 
brokerage  services  and  much  more...) 

hear  what  wall  street  icons  have  to  say:  Grow  Rich  Avoiding  the 
Seven  Deadly  Sins  of  New  Economy  Investing  •  Master  Trading  With 
Proven  Chart  Reading  Secrets  Of  Professional  Traders  •  Overcoming 
Sabotage  in  Trading  &  Investing  •  Relay  Race  Investing — How  To  Make 
Your  Money  Last  As  Long  As  You  Will  (Longevity  Financial  Planning)  •  Why 
REITs  May  Be  A  Smart  Addition  To  Your  Portfolio  -  A  GenX  Investing 
Panel  with  authors, Vanessa  Summers  and  Jennifer  Kushell. 

»  attend  Options  Industry  Council's:  Basic  Options — Strategies  For 
The  Stock  Investor  &  Intermediate:  Practical  Strategy  Applications 
Utilizing  Educational  Software  •  Options  Intensive  Track  sponsored  by 
Man  Financial. 

'  learn  from  experts  at  Fidelity  Investments:  Isn't  it  time  the  market  kept  up 
with  you?  Find  out  how  wireless  trading  technology  can  help  you  at  the  Fidelity 
Investments  booth — Live  Wireless  Trading  and  Account  Management 
Demonstrations! 

profit  from  this  two-day,  educational  tradeshow  and  seminar. 

Join  us  at  the  Fountainebleau  Hilton  in  Miami,  Dec.  1-2, 
keynote:  Robert  Kiyosaki,  Author  Rich  Dad  Poor  Dad! 


P'^GAME 

the  girt^,  y: 

to  money 

investinq 

keynote  panel 
discussion  , 

Saturday,  Sept.  15  @  10  arr 


Peter  Finch 

Editor-in-Chief,  SmartMoney 

SmartMoney  Presents — 
Where  The  Market  Goes  From  Here 

Peter  Finch  moderates  a  panel  of 

Wall  Street  Experts.  ' 

(general  keynote  seating  limited,  reserved  seats  add'!  $10  per  per» 


.  reserved  seats  add'l  $10  per  persd 


To  register  888.874.9200  or  www.investmentexpo.com,  to  exhibit:  212.655.4540  ext.  230 
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Fidelity 


Inuesimenis' 


COMIMODmES 


FSdeHiy.com 


I  FINANCIAL  TIMES  FOFbCS 

fSiMANNING 


MarketMavens.cx)m' 

Featuring  Wal!  Street's  Top  Investment  Analysts 

all  tntormatwii  ^ndyect  to  chan<je 


ATWANCID TRADING  SEMINARS 


WALL^ 


Informmdon  for  the 
Serious  Investor 


UNJlSUR^YlRECLELAGS  

teractive,  which  has  fallen  from  $162 
$38  in  the  past  year.  Cleaning  up  the 
ess  won't  likely  improve  the  fund's 
2ying  turnover  rate  of  2 1 6%,  which  of 
'se  adds  to  investors'  pain  as  it  runs 
transaction  costs. 

Until  three  years  ago  the  stock 
ker  was  Michael  Schonberg.  If  you 
'eve  the  allegations  in  a  class  action 
d  by  unhappy  customers,  Schonberg 
s  front-running — by  which  is  meant 
practice  of  taking  personal  stakes  in 
t  stocks  before  the  fund's  own  heavy 
ying  boosts  their  prices — and  invest- 
~  in  volatile  microcap  companies 
thout  Dreyfus'  consent.  Dreyfus,  a 
it  of  Mellon  Financial  since  1994, 
reed  in  April  to  settle  the  case  for 
0.5  million.  Schonberg  denied  any 
ongdoing  and  was  put  on  paid  ad- 
'nistrative  leave  in  April  1998;  he  left 
reyfus  last  year. 
Paul  LaRocco  of  Founders  Asset 
anagement,  also  under  the  Mellon 
g,  took  over  from  Schonberg.  He  had 
fficulty  unwinding  the  fund's  posi- 
)ns  in  hard-to-sell  microcap  stocks, 
icertainty  from  the  Asian  economic 
ick-up  and  Long-Term  Capital  Man- 
ement's  demise  didn't  make  peddling 
is  stuff  easier. 

One  microcap  the  ftmd  hung  on  to 
;e  a  leech:  Ultrafem,  a  maker  of  what's 
scribed  as  an  alternative  to  tampons, 
fortunately,  women  didn't  cotton  to 
product.  Ultrafem,  which  went  pub- 
in  1996  at  $10  per  share,  soon  hit  $34 
fore  starting  a  slide  that  short-sellers 
ly  made  worse.  The  fund  still  held 
is  crummy  stock  when  the  company 
d  for  Chapter  1 1  in  April  1998. 
LaRocco  beefed  up  in  technology 
d  retail,  adding  Jabil  Circuit,  USWeb 
d  American  Eagle  Outfitters.  These 
eves  helped  the  fund  deliver  a  37% 
turn  in  1999.  But  the  strategy  ulti- 
ately  bombed.  In  2000  came  the  tech 
sh  and  a  retail  softening  amid  talk  of 
possible  recession.  "They  did  a  bad 
b  playing  defense,"  asserts  Morn- 
gstar  analyst  Brian  Portnoy. 

LaRocco  was  replaced  in  December 
)99  by  Kevin  Sonnett.  Can  Sonnett 
scue  this  fund?  Even  if  he  can,  it  will 
ke  years.  F 


You  need  to  roll  over 
your  401  (k)  from  your 
last  job,  so  you: 

I  I  Dream  about  all  the  things 
you  could  do  with  the  cash 
(less  40%  to  the  IRS) 

I    I  Come  back  to  reality 

I    I  Call  the  Rollover  Specialists 
at  T.  Rowe  Price 

I    I  All  of  the  above 

The  Rollover  Specialists  at  T.  Rowe  Price  can  help  you  set  up 
your  Rollover  IRA,  from  handling  the  paperwork  to  helping  you 
with  investment  choices.  It's  what  you  can  expect  from  a 
company  with  over  80  no-load  mutual  funds  and  over  60  years 
of  experience  helping  individuals  invest  with  confidence. 

To  learn  more,  contact  the  Rollover  Specialists. 
■1-800-541-4738' 

WWW.TR0WEPRICE.COM 

Invest  With  Confidence 

TRoweFVice  Ik 

For  more  information  on  T.  Rowe  Price  mutual  funds,  including  risks,  fees,  and  expenses,  request  a  prospectus 
and  read  it  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  IRAR060706 


The  Best  and 
The  Worst 

Mutual  funds  on  the  extremes. 


BY  FEI  MEI  CHAN 

AMONG  THE  THOUSANDS  OF  FUNDS  AVAILABLE 
today  are  a  lot  of  great  ones — and  a  fair  number 
of  stinkers.  Here's  a  rundown  of  what's  good  and 
bad  in  the  fund  world. 

Fidelity  Magellan,  for  instance,  sports  the  dubious 
distinction  of  losing  the  most  assets.  Still  the  second-largest 
fund — behind  the  Vanguard  500  Index — Magellan  has 
shrunk  by  $18.7  billion  during  the  past  12  months. 

And  then  there  are  expenses,  which  insidiously  eat  away 
at  your  returns.  The  laurels  for  keeping  costs  down  among 
actively  managed  funds  go  to  Vanguard  Windsor,  which 
charges  investors  31  cents  per  $100  annually  and  boasts  a  12- 
month  total  return  of  23.9%.  Compare  that  with  an  average 
expense  of  $1.10  and  an  average  return  of -7.2%  for  diversi- 

best  Diversified 


FUND 

ANNUALIZED  TOTAL  RETURN 
lYEAR                10  YEAR 

Calamos  Growth-A 

-13.7% 

22.3% 

SB  Aggressive  Growth-A 

0.7 

22.1 

Legg  Mason  Value  Trust-P 

-0.1 

21.8 

VanKampen  Emerging  Growth-A 

-379 

20.6 

Wasatch  Core  Growth 

671 

20.1 

LOWEST  EXPENSE  RATIO 

FUND  ASSETS 

(SMIL) 

TOTAL  RETURN 
UTEST  12  MOS 

ANNUAL  EXPENSES 
PER  $100 

Vanguard  Windsor  Fund  $17,746 

23.9% 

$0.31 

Federated  Max-Cap  Index-lnst  2,335 

-15.2 

0.34 

Vanguard  Windsor  ll-lnv  25,196 

19.6 

0.37 

Vanguard  US  Growth  11,580 

-43.8 

0.38 

Schwab  Small  Cap  Index-Sel  1,755 

3.9 

0.38  a 

LOWEST  PORTFOLIO  THRNOVFR 

FUND 

TOTAL  RETURN  TURNOVER 
UTEST  12  MONTHS 

Pilgrim  Corp  Leaders  Trust-A 

6.9% 

0% 

SB  Aggressive  Growth-A 

0.7 

1 

MS  Dividend  Growth-A 

12.1 

1 

Salomon  Brothers  Opportunity 

12.4 

3 

HighMark  Value  Momentum-A 

-0.3 

3 

_J_0±iGESXJS/lANAGER  TENURE 

FUND/MANAGER 

TENURE 
(YEARS) 

TOTAL  RETURN 
UTEST  12  MOS 

Franklin  Income  Fund-A/Charles  Johnson 

45 

14.9% 

Investment  Co  of  America-A/Jon  Lovelace  Jr  44 

-0.1 

Northeast  Investors  Trust/Ernest  Monrad 

42 

0.5 

Franklin  Growth  Fund-A/Jerry  Palmieri 

36 

-70 

Nicholas  Fund/Albert  Nicholas 

32 

-10.3 

fied  stock  funds  during  the  period.  On  the  other  end  of  m 
spectrum,  Rightime  Fund  zaps  you  $2.52  yet  has  managed  t| 
post  an  inglorious  21%  investment  decline 

A  high  portfolio  turnover  usually  means  less  tax  efifij 
ciency.  The  turnover  champ  is  the  Gabelli  Mathers  Fung 
with  977%  over  the  past  12  months.  Too  bad  that,  for  all  thi 
frenzied  trading,  it  only  returned  5.9%  for  the  period.  On  th] 
other  hand,  the  Morgan  Stanley  Dividend  Growth  fund  n 
turned  12.1%  whUe  churning  its  holdings  1% 

WORST  DiVFRSIFIFn 


FUND 

ANNUALIZED  TOTAL  RETURN 
lYEAR  lOYUR 

Dreyfus  Premier  Aggress  Growth-A 

-34.8% 

-2.3% 

Fidelity  Emerging  Markets 

-276 

-1.5 

Gabelli  Mathers  Fund 

5.9 

2.1 

Merrill  Lynch  Developing  Cap  Mkts-D 

-24.3 

2.9 

Liberty  Newport  International  Equity-A 

-273 

4.3 

HIGHEST  EXPENSE  RATIO 

FUND  ASSETS 

(SMIL) 

TOTAL  RETURN 
UTEST  12  MOS 

ANNUAL  EXPENSES 
PER  $100 

Rightime  Fund  $61 

-21.0% 

$2.52 

API  Trust-Grovrth  63 

-22.0 

2.42a 

Rightime  Blue  Chip  128 

-21.5 

2.20 

Legg  Mason  Amer  Leading  Cos-P  606 

6.2 

1.95 

Quant  Small  Cap-0  79 

-2.8 

1.92 

HIGHEST  PORTFOLIO  TURNOVER 


FUND 


Gabelli  Mathers  Fund 


TOTAL  RETURN  TURNOVER 
  UTEST  12  MONTHS 

977% 


5.9% 


Managers  US  Stock  Market  Plus 
MFS  Managed  Sectors-A 
Strong  Discovery-lnv 
Strong  Large  Cap  Growth-lnv 


-15.0 


-372 


624 


495 


2.4 


-35.5 


482 


455 


BIGGEST  SHRINKERS 

 1 

FUND 

TOTAL  RETURN 

DECLINE  IN  ASSETS  ($BIL) 

UTEST  12  MONTHS 

Fidelity  Magellan  Fund 

-15.4% 

-$18.7 

Putnam  New  Opportunities-A 

-43.1 

-15.9 

Janus  Twenty  Fund 

-41.2 

-15.6 

Vanguard  500  Index-lnv 

-14.9 

-14.1 

Janus  Fund 

-276 

-13.7 

Only  actively  managed  equity  funds  were  considered  for  this  section,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
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Sources:  Forbes:  Upper  Inc.:  Morningstar,  Int 


MONEY    MANAGEMENT    IS    WHAT    WE  DO 
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'Technically  speaking,  we  can  also  make  dreams  come  true. 


ke  investment  banks,  Neuberger  Berman  wasn't  created  to  underwrite  stocks.  For  over  60  years, 
ve  specialized  in  one  thing:  managing  money.  Why  is  that  important?  it  means  there  are  no  hidden 
ndas  when  we  buy  or  sell  stocks  for  you.  It  means  there  are  no  distractions,  either:  we  spend  all  our 
e  sweating  every  detail  of  your  portfolio,  whether  it's  $500,000  or  $50  million.  And,  mostly,  it  means  we 
ri  help  you  realize  your  dreams.  No  matter  how  crazy  they  may  be.  If  you  have  a  minimum  of  $500,000 
invest  in  a  customized  portfolio,  and  would  like  a  free  brochure  on  money  management,  call 
.232.4859.  Or,  for  more  information  and  a  list  of  our  offices  across  the  country,  visit  us  at  nb.com. 


NEUBERGER  BERMAN 


w 


mnb 


com 


Private  Asset  Management 


"Money  management  is  what  we  do"  is  a  service  mark  of  Neuberger  Berman.  LLC-  ©2001.  All  rights  reserved.  Member  NYSE/NASD/SIPC.  7/01. 


REETWALKER 

Lion  in 
Winter 


THERE  WAS  A  TIME  WHEN  THE  PAIN  OF 
a  market  slump  was  felt  around  Gold- 
man Sachs  only  in  the  bonus  pool.  Since 
the  firm  went  pubhc  in  1999,  ordinary 
investors  get  to  share  the  pain  too. 

Bear  with  it,  says  Billy  C.  Bowden  of 
Dallas  hedge  fund  Crown  Capital  Part- 
ners. Goldman  still  has  the  best  minds 
and  best  research  on  the  Street,  he  says. 
Its  stock,  at  16  times  trailing  earnings 
and  2.2  times  book  value,  is  consider- 
ably cheaper  than  the  stock  of  competi- 
tors (industry  averages  are  19  times 
earnings  and  3.5  times  book). 

When  corporate  capital  spending 
pokes  its  snout  out  of  the  basement, 
Goldman  (NYSE:  GS)  will  be  right  there 
to  polish  its  crown  as  Wall  Street's  top 
underwriter.  The  shares,  which  have 
fallen  36%  fi-om  their  high  last  Septem- 
ber to  a  recent  $84,  are  overreacting  to 
Goldman's  18%  decline  in  net  income 
in  the  first  half.  — Christopher  Heltnan 


Not  So  Golden 


Stock  in  Wall  Street's  leading  under- 
writer has  lost  its  shine  in  a  bear  mar- 
ket where  corporate  fundraising  is  off. 

ISO  Ralio  scale 

Goldman  Sachs'  stock  price 

100  1 

50 

Source-  FT  Interactive  Dsta 
FactSet  Research  Systems. 

5/99  12/99 

12/00  7/01 

Cut  Up  the  Card 

DESPITE  THE  ECONOMIC  DOWNTURN, 
subprime  lender  Providian  Financial 
saw  revenue  surge  29%  in  2001'$  first 
half  and  earnings  nearly  double  to  $462 
million.  Unfortunately  that  good  news 


came  at  a  price:  a  jump  in  its  credit  loss 
rate  and  30-day  delinquent  payments. 
Providian  (NYSE:  PVN)  charges  less- 
creditworthy  customers  high  interest 
rates  for  a  reason:  They're  the  ones 
most  likely  to  not  pay  up  when  times 
get  tough. 

David  W.  Tice,  manager  of  the  Pru- 
dent Bear  fund,  doesn't  buy  the  lender's 
assurances  that  credit  losses  will  abate 
in  the  third  quarter.  These  ran  at  a 
10.3%  annualized  rate  for  the  second 
quarter,  up  from  7.4%  a  year  ago.  Be- 
cause Providian  books  credit  losses 
after  180  days  of  delinquency,  Tice  says, 
the  denominator  in  this  loss  ratio 
should  be  receivables  as  of  six  months 
ago.  Using  that  formula  Tice  estimates 
credit  losses  are  closer  to  12%  to  14% 
of  amounts  lent  out. 

At  $48,  Providian  now  trades  at  a 
seemingly  attractive  16  times  earnings. 
Short  it  and  cover  at  $10. 

— Daniel  Kruger 


Good  Buzz 


CALIFORNIA'S  ENERGY  WOES  HA1|^'^' 
woken  up  the  nation  to  the  need  f| 
more  power  generation.  That's  just  tl 
sort  of  talk  that  should  energize  NE 
Energy  (NYSE:  NRG),  which  buys  an 
overhauls  electric  generation  plan 
from  power  utilities,  then  sells  the  juic 

William  Frels,  comanager  of  tl  l'^'''* 
Mairs  and  Power  Growth  Fund,  lik 
NRG's  diversification:  It  can  turn 
coal-fired  plants  when  natural  g 
prices  are  high,  and  vice  versa.  It  al 
has  20%  of  its  power  plants  overse 
and  recently  acquired  plants  in  Boliv 
and  Hungary.  The  company  owns  « 
holds    leases    controlling  15,00^^1'^ 
megawatts  of  generating  capaci 
worldwide. 

Per-share  earnings  for  the  secoi^l""? 
quarter  were  down  11%  from  last  yea  * 
but  Frels  still  expects  full-year  earnin: 
of  $1.35  a  share,  a  23%  jump  over  200)1 
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Accenture  Cash:  Now  You  See  It ... 

DESPITE  THE  DISMAL  ENVIRONMENT  FOR  NEW  ISSUES,  ACCENTURE  HAD  Nl 
trouble  selling  1 15  million  shares  for  $1.7  biUion  in  July;  the  stock  in  what  use 
to  be  called  Andersen  Consulting  now  hovers  near  its  offering  price  of  $14.51 
Competitor  KPMG  hasn't  fared  so  well:  Its  stock  came  out  in  February  at  $18  an 
is  down  25%. 

No  doubt  one  reason  investors  favor  Accenture  (NYSE:  ACN)  is  the  $1.87  bi 
lion  of  cash  in  its  till  (including  proceeds  from  the  offering).  But  look  closeH 
$1.3  billion  of  that  is  owed  to  consultants  as  deferred  compensation.  Historicall 
the  firm  relied  on  deferred  comp  to  partners  as  a  source  of  capital.  Now  that  th| 
firm  is  public,  those  partners  get  to  take  their  money  out. 

Another  $367  mUlion  will  have  to  be  taken  out  by  Dec.  31,  and  more  in  late 
years,  to  pay  taxes  and  debt.  Add  it  all  up  and  Accenture's  treasury  could  shrin 
to  about  $200  million  by  the  end  of  this  year,  with  $190  million  in  short-terr 
debt  still  outstanding. 

Accenture  investors  should  also  be  aware  that  the  total  outstanding  commo 
shares  have  only  a  40%  economic  interest  in  the  operating  results  of  the  $1 1  hi! 
lion  (revenues)  consultancy.  The  consultants  still  own  60%  of  the  earning 
stream  through  a  "minority  interest."  Another  cause  for  pause:  Accenture' 
headquarters  is  listed  as  Bermuda,  despite  an  operating  base  in  Chicago.  Coul< 
the  eight-member  board  (all  insiders)  be  hoping  to  take  advantage  of  Bermuda' 
tight  rein  on  shareholder  derivative  suits? 

You  won't  find  any  of  this  written  up  in  Wall  Street  reports.  Just  about  ever 
big  brokerage  was  in  on  the  underwriting  syndicate  and  must  maintain  a  silenc 
until  Aug.  13.  This  one  is  too  popular  to  risk  a  short  position,  so  we'll  counst 
prudent  avoidance.  — Matthew  Schtfru 


fRG,  at  its  current  $20  a  share,  sports  a 
/E  of  17.  That's  much  cheaper  than 
ival  independent  energy  producer 
;alpine's  26. 
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—C.H. 


Jet  Values 


pla^EN  AIRTRAN  WAS  CALLED  VALUJET, 
ne  of  its  planes  crashed  into  the  Ever- 
lades.  It  took  a  while  for  the  name 
(hange  to  erase  memories;  the  com- 
pany reeled  for  years. 

Since  1999,  though,  AirTran  (AMEX: 
Al)  has  been  profitable.  B.  Anthony 
oversfVeber,  chief  investment  officer  of  Vere- 
us  Asset  Management,  thinks  it's  a 
ood  bet  to  ride  out  the  sluggish  econ- 
151  my  in  style.  Helping  will  be  a  shift  to 
apai  ew  Boeing  717s,  which  will  expand 
drTran's  capacity  by  20%  while  drop- 
secoj  ing  fuel  costs  25%.  With  a  cost  per 
lastn  eat-mile  at  8  cents,  AirTran  is  right  be- 
ind  Southwest's  leading  7.7  cents. 


Southwest  goes  for  26  times  earnings; 
AirTran,  at  a  recent  $9,  for  15  times. 

— Brendan  Coffey 

Cellular  Shack 

RADIO  SHACK  IS  KNOWN  FOR  ITS 
AUDIO  equipment  and  its  potpourri  of 
cables  and  switches.  But  a  more  fitting 
name  for  the  company  (NYSE:  RSH) 
now  would  be  Cellular  Shack.  At  least 
that's  why  William  Fries,  manager 
of  the  Thornburg  Value  Fund,  likes 
the  stock. 

Fries  points  out  that  sales  of  cell 
phones — the  bulk  of  it  in  the  "commu- 
nications hardware"  slice  of  our 
chart — and  mobile  service  contracts 
with.  Verizon  and  Sprint  PCS  generate  a 
quarter  of  the  Shack's  business,  or  $1.3 
biUion  last  year.  And  because  the  com- 
pany gets  a  cut  of  its  customers'  phone 
charges,  one  sale  keeps  paying  off  for 


Revenue  Stream 

Services 


Electronics  & 
Computer: 


Audio/Visual 


,  Batteries 


Source:  Radio  Shack. 


months.  When  cellular  outfits  begin 
rolling  out  third-generation  wireless 
service  next  year,  Radio  Shack's  5,100 
outlets  wUl  be  ready. 

Fries  also  likes  a  new  scheme  to  put 
mini-Radio  Shacks  in  many  Block- 
buster stores.  Result:  much  more  traffic, 
especially  women  shoppers,  who  have 
historically  shied  away  from  the  gadget 
haven.  At  $29  (P/E:  19),  the  stock  is  60% 
below  its  52-week  high.  — C.H. 


n  Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at  www.forbes.cam/streetwalker. 


In  SGplGmlDGr  2001, 

privatG  G  Gvafops  will  Pun  ipom  GxclusivG  suiiGS 

fo  a  placG  wliGPG  mGGlinqs  flow  GffopllGSsiL),  a  dGciicatGci  conciGPqG  nriGcfs 
nGGcl  and  Gvcn  friG  most  sgpIous  CEO  flash  Gs  a  smilG. 
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A  CONRAD'HOTEL 


The  Executive  Meeting  Center  &  Sf  arligi^t  Roof.  A  towering  city  block-wide  venue.  100  East  50th  Street,  New  York 
For  YOUR  NEXT  MEETING,  CONTACT  THE  Towers  Sales  Manager  AT  212-872-4800. 
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THE  OVERALL  MARKET  


2-week  performance 
as  of  7/27/01 

BarraAli-U.S.Index^ 

-0M% 

S&P  Barra  Growth  Index' 

-0.8 

S&P  Barra  Value  index' 

-0.9 

Dow  Jones  industrials 

-1.2 

S&P  500 

-0.8 

EAFE* 

-0.5 

Forbes  Internet  Index 

-8.6 

Forbes  40  Index  (total  return) 

-3.8 

■  Barra  AII-U.S.  index  of  10,000  stocics 
-200-day  moving  average 

Market  value:  $14.1  trillion 


Sources:  Barra  Inc.:  Bloomberg  Firtartcial  Markets. 
'93  '94  '95  '96 
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'The  Barra  AII-U.S.  price  Index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs. 
REITs  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks. 
Source:  Morgan  Stanley  Capital  International. 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


The  U.S.  ECONOMY 


Automobile  sales^  (mil) 


Capacity  utilization  (%) 
New  housing  starts'  (tbou) 


Retail  sales^  ($bil) 


Trade  balance^  ($bil) 


Unemployment  rate'  (%) 


Gross  domestic  product  (%  chg) 


INFLATION 


CPi  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB-Bridge  spot  indexes 


Geld  per  troy  ounce  ($) 


Oil/bbI  W  Texas  Intermediate  ($) 


CURRENCY 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


Interest  rates 

30-year  Treasury  yield  (%) 


3-month  Tk^easury  yield  (%) 


 .&CI1JAL  

2000  LATEST 


17.8 


17.3*  june 


80.6 


77.0  p  june 


1,569       1,562 'p  june 


2.461       2,519 'p  june 


-376 


-384  *  p  may 


4.0 


4.5  june 


4.1  r        0.7^  p  2Q 


3.9 


4.5'  june 


3.4 


3.2*  june 


223.99  236.96 


272.00  26740 


26.83 


2703 


2.08 


2.23 


114 


123 


0.94 


0.88 


5.46 


5.54 


5.90 


3.53 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.4 


G.3% 


78.6 


-0.6 


1,588 


1.2 


2,441 


1.7 


-403 


0.2 


4.7 


0.4 


1.9 


-4.5 


3.8 


1.9 


3.0 


1.3 


219.82 


0.7 


271.36 


0.1 


25.60 


0.4 


2.19 


0.5 


126 


0.1 


0.88 


-1.1 


5.55 


0.4 


3.80 


-1.6 


•(2  months,  r:  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  l^earbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  ^Excluding  auto  sales,  seasonally  adjusted.  "Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


SWATCH 

Current  rate:  3.75% 
Next  FOMC  meeting:  August  21 


RATE  INCREASE 


RATE  DECREASE 
'^^^ 

Unlikely    Likely      Unlikely  Likely 

Change  in  estimates  for  value  of  u  s.  dollar 


Current:  313.7 
2-wk  change 


2001  estimated  yen  per  dollar 


April 


May 


June 


July 


Since  late  March 
economists'  2001 
forecast  for  the 
exchange  rate  of 
yen  to  the  U.S.  dol- 
lar has  gone  from 
119  yen  to  126  yen. 
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ECONOMY  WATCH 


Is  the  Japanese  yen  versus  the  U.S. 
dollar  a  leading  indicator  for  the  S&P 
500?  Data  compiled  by  Instinet  show 
that  since  1975,  whenever  the  dollar 
gained  6%  or  more  against  the  yen  in  a 
12-month  period,  the  S&P  500  rose  an 
average  22%  within  12  months.  The 
dollar  is  up  13%  against  the  yen  com- 
pared with  the  same  period  last  year. 


CiDseup:  U.S,  Dollar  vs  Japanese  Yen 


Exchange  rate:  year-over-year 
percent  change 


8/00  1/01  7/01 

Data  as  of  July  26.  Source:  Instinet  Research, 
www.  InstinetResearchWorks.  com 

FORECASTING  GLOBAL  MARKETS 


EPS  CHANGE  EXPECTED 


estimated 

year  P/E 

VERSUS  YEAR-TO-YEAR 
3  MONTHS  AGO   EPS  GROWTH 

S&P  500 

2001  24 

-6.7%  -8% 

2002  20 

-5.3  20 

MSCI  World-ex  U.S. 

2001  21 

-77  2 

2002  18 

-5.4  17 

IB^S  ESTIMATES:  RATIO  OF  INCREASES/DECREASES 

2001  2002 

S&P  500 

0.62  0.44 

MSCI  World-ex  U.S. 

0.52  0.53 

Source:  Thomson  Financial/IBES. 
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CAPITALISM  IN  REAL  TIME 


Portfolio  StrategyJy  KennetlLLFisheL 

I  Hate  Funds 


THIS  ISSUE,  THE  MUTUAL  FUND  GUIDE,  IS'A  GREAT 
one  in  which  to  tell  you  this:  I  hate  funds.  So 
should  most  of  you.  The  average  FORBES  sub- 
scriber (net  worth  at  last  count,  $2.1  million)  is 
too  wealthy  for  funds.  Funds  were  never  meant  for 
you.  They  were  meant  for  folks  with  a  small  pool  of  money 
in  search  of  diversification.  But  at  a  price.  A  big  one. 

For  years  I've  urged  a  global  approach.  I  won't  retread 
that  now  (see,  for  example,  my  Nov.  27,  2000  column).  But 
foreign  and  global  funds  are 
expensive. 

The  average  global  no- 
load  fund  has  a  1.8%  annual  H| 
expense  ratio — for  portfolio  ^  J 

management  and  overhead  (Jg^ 
costs.  On  top  of  that  are  the 
soft-dollar  fees,  which  are 
trading  commissions,  over 
and  above  competitive  rates,  i^ 
funneled  to  brokerages  for  re- 
search help  they  give  the  fund.  Average  soft-doUar  cost  to 
fund  customers:  0.3%  of  assets  annually.  It's  a  fee  that  rips 
you  off  but  is  legal.  The  fund  should  pay  for  research  ft-om 
its  own  revenue. 

Then  people  go  hayv^dre  and  hire  a  person  or  service  to 
tell  them  what  funds  to  own,  because  there  are  so  many,  and 
sorting  through  them  is  confusing.  The  normal  fee  here  is 
1%  annually.  Add  these  three  fees  and  you  could  be  spend- 
ing 3%  a  year  to  ovra  a  global  stock  portfoHo.  At  that  you 
need  real  genius  to  come  out  ahead.  If  stocks  do  10%  in  the 
long  term,  and  if  inflation  averages  3%,  your  real  return  is 
7%.  A  3%  annual  fee  eats  up  almost  half  of  that.  You  wind 
up  with  bondlike  returns  while  taking  stocklike  risks.  That's 
a  sucker's  game. 

Then  comes  performance.  Everyone  knows  the  average 
mutual  fund  hasn't  kept  pace  with  the  market.  What  they 
don't  understand  is  why.  It  isn't  about  stock  picking.  It's 
structural.  Here's  why. 

Funds  tend  to  be  overweighted  in  small  companies,  un- 
derweighted  in  large  ones.  There  could  be  a  lot  of  reasons 
for  this,  but  a  big  one  is  probably  just  that  it's  hard  for  the 
portfolio  manager  to  justify  a  fat  money-management  fee  if 
he  owns  only  big,  obvious  stocks  like  General  Electric  and 
ExxonMobil.  So  during  an  era  like  the  past  decade,  when  big 
outperformed  small,  it  was  inevitable  that  funds  would  im- 
derperform  the  large-cap  S&P  500  Index. 

You  can  quantify  this  disparity.  A  portfolio  has  what's 
called  a  weighted  average  market  capitalization.  A  fund 


80%  invested  in  a  $10  billion  market-cap  stock  and  20%  in 
$100  billion  market  cap  would  have  a  weighted  average  ma 
ket  cap  of  $28  billion.  For  an  index  hind  tracking  the  S&P  5C 
this  calculation  results  in  a  $1 10  billion  figure.  For  the  averai 
U.S.  equity  fund,  it's  only  $24  billion.  | 
It  is  very  restrictive  for  an  actively  managed  fund  to  g 
its  weighted  average  market  cap  up  near  $110  bilUon.  The: 
are,  at  the  moment,  only  13  companies  with  market  caj 
above  that  figure.  Funds  own  many  more  stocks  than  tha 

And  when  small  stoci 
beat  big?  Funds  lose  again, . 


They  lag  market 
indexes,  nick  you 
with  fees  and  run 


up  unnecessary 
tax  bills. 


least  if  they  trade  activel 
Small  stocks  (that  is,  stocks  i 
companies  with  market  cap 
talizations  below  $5  billior 
tend  to  have  low  share  prici 
and  high  bid/ask  spreads.  If 
fund  goes  in  and  out  of 
stock  quoted  at  $20  bic 
$20.50  offer,  it  will  lose  2.5'; 
to  transaction  costs.  This  is  as  bad  as  3%  fees. 

So  I  don't  like  funds.  The  actively  traded  ones  vvdll  co: 
you  a  bundle.  The  passive  index  funds  are  a  lot  cheaper,  an 
of  course  an  S&P  500  fund  will  track  that  index  pretty  wel 
But  I  don't  like  those,  either.  Why?  Taxes.  There  are  no  ta 
advantages  to  funds,  only  disadvantages. 

Fans  of  funds,  including  the  editors  of  this  magazim 
make  much  of  the  fact  that  index  funds  are  tax-efficien 
That  is,  they  have  not  had  the  habit  of  forcing  out  taxabl 
capital  gain  distributions  onto  helpless  shareholders.  Bl 
they  have  been  successful  at  this  game  in  large  part  becaus 
they  have  been  taking  in  new  money  over  the  past  decadi 
Come  a  time  of  massive  redemptions  and  the  index  fund 
might  have  to  sell  some  of  their  low-cost-basis  shares  c 
stock,  making  taxable  distributions  inevitable.  Also  note  the 
even  a  tax-efficient  fund  can't  pass  capital  losses  through  t 
shareholders.  If  you  can  use  capital  losses  on  your  tax  returr 
own  shares  directly. 

Anyone  with  more  than  about  $350,000,  which  is  mo 
FORBES  readers,  can  do  better  than  a  fund  by  buying  stocki 
Let  me  put  in  a  plug  for  following  this  column's  advice.  It  i 
global.  As  measured  by  FORBES  annually  and  after  adjustin 
for  phantom  1%  brokerage  costs,  it  has  beaten  the  MSC 
World,  EAFE  and  S&P  500  for  years.  It  costs  you  almost  noth 
ing.  This  year?  I've  been  cashlike  all  year.  When  I  turn  bull 
ish,  I  wdll  be  recommending  stocks.  Not  funds. 


T^ril'l'W^C  ^-  Fisher  is  a  Woodside.Calif.-based  money  manager, 

^^i^^^om  Find  past  columns  at  www.forbes.com/fisher. 
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Area  Development 

1.  Inland  Empire  Economic 
Partnership  (2001) 

1-800-500-4367 
www.ieep.com 

Automotive 

Acura 

1-800-TO-ACURA 
www.acura.com 

2.  Chevrolet:  Corvette 
www.chevrolet.com/corvette 

3.  Chevrolet:  Impala 
1-800-950-CHEV 
www.chevy.com 

4.  Lincoln  Navigator  (2001) 
1-800-688-8898 
www.lincolnvehicles.com 

OnStar 

www.onstar.com 

5.  Toyota  Motor  North 
America 

www.toyota.com/tomorrow 
Automotive  Technology 

6.  Delphi  Automotive 
Systems 

www.cielphiauto.com 
Aviation 

7.  GULFSTREAM 

WWW.GULFSTREAM.COM 

Business  Opportunity 

8.  CORF  Licensing  Services 

1-800-511-7036 
www.corf.com 

Business  to  Business 

9.  Timken 

1-800-223-1954 
www.timken.com 

10.  Visteon 

www.visteon.com 

Computer/Technology 

^  Computer  Associates 

www.computerassociates.com 

Consumer  Products/Services 

11.  Duke  Energy 

www.dul<e-energy.com 

12.  Jet  Aviation 

www.jetaviation.com 

^  Sony 

www.sony.com 

Financial  Services 

13.  AIM  Distributors,  Inc. 

1-800-347-1919 
www.aimfunds.com 

American  Century 
Investments 

1-877-44-AMCEN 
www.americancentury.com 


^  Janus  Investment  Fund 

www.janus.com 

14.  TIAA-CREF 
www.tiaa-cref.org 

15.  T.  Rovie  Price  Equity 
Income  Fund 

1-800-541-8460  060703EIF 
www.troweprice.com 

16.  T.  Rowe  Price 
Rollover  Your  IRA 

1-800-541-4738  060706 
www.troweprice.com 

Hotels 

17.  Beverly  Hills  Convention 
&  Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 

18.  The  Taj  Group  of  Hotels 
www.tajhotels.com 
Insurance  &  Financial 
Services 

^  AFLAC 

www.aflac.com 
1-800-99-AFLAC 

Business  Classified 

19.  Arboc  Inc. 

20.  Bally  Financial 
Group,  Inc. 

1-888-539-5006  /Louis 

21.  Bison.com 
www.bison.com 

22.  Capital  Asset 
Management 
www.assetprotection.com 
1-800-710-0002 

23.  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

24.  Equilio 
1-800-203-8119 
www.equilio.com 

25.  Great  Western  Business 
www.gwb.com 

26.  Kent  HiU  School 
www.l<entshilLorg 

27.  International  Sports 
Management,  Inc. 
www.sportsmanagement.net 

28.  Modern  Postcard 
1-800-959-8365 
www.modernpostcard.com 

29.  Nationwide 
1-800-995-0049  ext  7675 

30.  Prime  Global 
1-888-876-2267 
www.primeglobal.com 

31.  Publishers  Guild 
1-800-675-6144 

32.  Orr  Land  Company 
www.orrland.com 


Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

33.  Wallsttoday.com 
www.wallsttoday.com 

34.  Workplace  Toolbox.com 
www.workplacetoolbox.com 

35.  Worldwide  Business 
Consultants 
1-800-733-2191 

Business  Aviation 

36.  Bombardier  Business  Jet 
Solutions 

www.bombardier.com 

37.  Bombardier  Aerospace 
www.bombardier.com 

38.  Command  Share 
Northeast 

www.commandshare.com 

39.  Executive  Jet  Aviation 
www.executivejet.com 

40.  Gulfstream 
www.gulfstream.com 

41.  Breitling 
www.breitling.com 

42.  Dassault  Falcon  Jet 
www.falconjet.com 

43.  Raytheon  Travel  Air 
www.raytheontravelair.com 

44.  Jet  Aviation 
www.jetaviation.com 

45.  Embraer 
www.embraer.com 

46.  Flight  Options 
www.flightoptions.com 

47.  FlightTime.com 
www.flighttime.com 

48.  Cessna 
www.cessna.com 

49.  Citation  Shares 
wwwcitationshares.com 

50.  Miami-Dade 
Empowerment  Trust 
www.ezonetrust.org 

51.  The  Beacon  Council 
www.beaconcouncil.com/ 

52.  Miami  Executive  Aviation 
www.miamiexecutive.com 

53.  Miami-Dade  Aviation 
Department 
www.miami-airport.com 

54.  National  Business 
Aviation  Association 
www.nbaa.org 

55.  General  Aviation 
Manufactuers  Association 
www.generaiaviation.org 
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[  Y  TWO  PASSIONS  ARE  STOCKS  AND  BASKET- 
ball.  As  an  undergrad  at  Princeton,  I  had  the 
great  fortune  to  play  for  Hall  of  Fame  coach 
Pete  Carril,  who  kept  telling  us:  "Life  or  basket- 
ball, it's  all  the  same."  The  sentiment  may 
sound  hackneyed,  but  it's  the  truth.  Aside  from  the  virtues 
of  teamwork,  discipline  and  the  like  that  sports  are  often 
credited  with  imbuing  in  the  young,  Carry's  biggest  gift  to 
his  players  was  his  example  of  leadership. 

When  assessing  a  com- 
pany today,  I  put  enormous 
weight  on  the  quality  of  its 
leadership.  And  what  distin- 
guishes great  leaders,  whether 
in  business  or  sports,  from  the 
rest?  The  ability  to  listen. 
Those  who  are  wrapped  up  in 
themselves  and  unaware  of 
the  reality  surrounding  them 
will  never  produce  success. 

This  summer  I've  devoured  three  basketball  books: 
Leading  With  the  Heart  by  Duke's  dynamic  Mike 
Krzyzewski — known  as  Coach  K;  Be  Quick — But  Don't 
Hurry!  by  TV  executive  Andrew  HiU,  detailing  the  career  of 
now- retired  UCLA  coach  John  Wooden,  the  Wizard  of  West- 
wood;  and  Russell  Rules  by  Boston  Celtic  Hall  of  Famer  Bill 
Russell,  who  also  was  a  distinguished  coach. 

Russell  drives  home  the  point  of  listening  best,  writing 
that  "80%  of  people  hear  while  only  20%  really  listen." 
Absorbing  the  right  information,  discerning  the  differ- 
ence between  what  people  say  and  what  they  mean,  work- 
ing well  with  others — all  these  benefits  of  really  listening 
are  present  in  the  chief  executives  I  admire. 

Here  are  some  of  the  business  all-stars  whose  acute  ears 
help  make  their  companies  rewarding  investments. 

Max  DePree  won  renown  for  his  office  furniture  maker, 
Herman  Miller  (25,  MLHR),  with  its  benevolent  employment 
practices  and  state-of-the-art  products.  DePree  insisted  that 
management  lavish  attention  on  its  employees  and  its  cus- 
tomers— a  practice  that  many  companies  make  only  a  pre- 
tense of  doing.  The  result  is  that  employees  at  every  level  of 
the  Herman  Miller  organization  feel  they  are  part  of  the 
team.  Small  wonder  the  company  comes  up  with  fiirnitvire 
designs  that  people  like  to  use  and  look  at. 

Example:  the  Aeron  chair,  whose  ergonomically  correct 
design  makes  it  a  big  seller  in  offices  nationwide.  Through 
interviews  and  feedback  from 


Find  companies 

H-  H 

with  good  leaders 

who  know  how  to 

pay  heed  to  their 

'   .  surroundings. 

chair  was  created  by  humans,  not  a  committee.  While  D« 
Pree,  a  much-sought-after  author  and  speaker  on  corpora 
leadership,  has  long  since  left  the  head  office,  his  values  ai 
an  indelible  part  of  Herman  Miller.  The  company  trades  i 
an  affordable  14  times  trailing  earnings. 

J.M.  Smucker  (27,  SJM)  has  been  dominated  by  on 
family  for  four  generations.  Nevertheless,  the  descendant 
of  Jerome  Smucker  aren't  stuck  in  their  ways.  The  nation 
leading  jelly-  and  preservesmaker  has  come  a  long  wa 

from  the  old  family  recipe  fc 
apple  butter  back  in  189/ 
Chairman  Timothy  and  Pres 
ident  Richard  Smucker  ar 
dedicated  to  reading  the  pub 
lie's  tastes  in  a  manner  tha 
goes  far  beyond  humdrur 
market  testing. 

They're  ever  alert  for  wha 
kids  and  adults  want  to  eat 
Maybe  nobody  has  the  tim 
anymore  to  spread  jam  on  toast.  The  Smuckers  have  figure< 
out  how  to  shift  into  portable  snacks.  Witness  two  very  sue 
cessful  product  launches:  Smucker's  Uncrustables,  a  line  o 
thaw-and-serve  crustless  peanut  butter  and  jelly  sandwiches 
and  Smucker's  Snackers,  which  combines  peanut  butter  an« 
jelly  with  crackers. 

In  an  age  when  food-borne  disease  is  a  large  pubUc  con 
cern,  the  Smucker  brothers  are  evangelical  in  their  devotion 
to  the  quality  of  their  ingredients.  Between  the  field  ana 
market  shelf  there  are  100  quality  checkpoints  for  its  fruit 
That  dedication  has  helped  the  company  move  into  a  fast 
growing  area:  supplying  the  food  industry  with  fruit  fillings 
Smucker's  fruit  is  in  Dannon's  yogurts  and  Kellogg's  Pop 
Tarts  and  Nutri-Grain  cereal  bars. 

Smucker  goes  for  21  times  earnings.  That  compares  witP 
25  for  Kellogg  and  32  for  Wm.  Wrigley  Jr. 

H&R  Block  (70,  HRB)  is  an  example  of  how  top  man 
agers  can  keep  the  cotton  out  of  their  ears.  Chairman  Franl* 
L.  Salizzoni  and  Chief  Executive  Mark  Ernst  reversed  the 
company's  ill-fated  attempts  to  move  beyond  tax  prepara 
tion.  Ditching  such  ventures  as  the  online  service  Compu 
Serve,  they  have  pushed  into  more  natural  outgrowths  o1 
their  core  business — financial  planning,  investment  advice 
and  home  mortgages.  The  market  has  responded  and  dou 
bled  the  share  price  in  the  past  year.  Still,  even  with  a  P/E  oi 
23,  there's  plenty  of  upside  potential  for  Block.  P 
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John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management, 
Inc.,  the  adviser  to  the  Ariel  Mutual  Funds.  Find  past  columns  at  www.forbes.com/rogers. 
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pulco  •  Puntarenas  •  Panama  Canal  •  Aruba  •  Grand  Cayman  •  Cozumel 

MAY  1  -  13,  2002 
apuico  -  Ft.  Lauderdale 
Crystal  Symphony 


E  S  L  I  F  E 


EDITED  BY  ALAN  FARNHAM 


GLIMPSE  BRUNELLESCHI'S  DOME  FROM  THE 
narrow  streets  of  Florence  and  suddenly 
the  behemoths  of  20th-century  architec- 
ture— the  Sears  Tower,  the  World  Trade 
Center — shrink  in  importance.  Tall,  yes, 
but  they  cannot  lift  the  spirit  in  the  same 
way  as  this  graceful,  massive  565-year-old  masterpiece — still 
the  largest  brick-and-mortar  dome  in  the  world,  eclipsing  St. 
Peter's  in  the  Vatican  and  St.  Paul's  in  London. 

To  appreciate  it  fully,  you  must  climb  it.  And  before  you 
do,  read  Ross  King's  194-page  gem,  Brunelleschi's  Dome:  How 
a  Renaissance  Genius  Reinvented  Architecture  (Walker,  $24). 
King's  is  the  first  book  for  laymen  to  focus  exclusively  on  the 
dome.  William  Morrow  also  plans  to  publish  a  book  next  year 
about  what  remains  one  of  engineering's  greatest  triumphs. 

For  more  than  a  century  Florence  had  been 
building  the  lavish  cathedral  of  Santa  Maria  del 
Fiore,  designed  to  showcase  the  city's  wealth  and 
power.  Tne  cathedral  was  supposed  to  be  crowned 
by  a  huge  dome,  the  highest  and  widest  ever  built. 
The  problem?  No  one  could  figure  out  how  to 
construct  it.  So  in  1418  a  competition  was  an- 
nounced. Florence's  prospering  wool  industry 
funded  the  Opera  del  Duomo  (the  cathedral 
works),  which  offered  200  florins,  the  equivalent 
of  two  years  of  a  carpenter's  salary,  to  the  man 
with  the  best  solution. 

Filippo  Brunelleschi,  a  notary's  son  who  grew 
up  in  the  shadow  of  the  cathedral,  showed  an 
early  knack  for  solving  mechanical  problems. 
While  apprenticing  as  a  goldsmith,  he  designed 
one  of  the  first  alarm  clocks.  He  also  worked  out  the  principle 
of  the  vanishing  point.  Though  the  ancient  Greeks  and  Ro- 
mans understood  this  technique  for  creating  the  illusion  of 
depth,  the  skill  was  lost  until  Brunelleschi  rediscovered  it. 

In  1401,  when  he  was  just  24,  Brunelleschi  had  gone  after 
another  prominent  commission — for  a  set  of  bronze  doors 
for  the  seventh-century  Baptistery  of  San  Giovanni,  a  striking 
octagonal  structure  just  west  of  the  cathedral.  He  lost  to  fel- 
low goldsmith  Lorenzo  Ghiberti.  It  was  the  beginning  of  a  life- 
long rivalry  between  the  two.  Seventeen  years  later  they  again 
vied  for  the  city's  most  prestigious  commission — the  dome. 

Though  the  Opera  del  Duomo  chose  Brunelleschi's 
model,  it  appointed  a  four-man  team  to  oversee  construction, 
a  team  that  included  Ghiberti.  Arrogant  and  secretive, 
Brunelleschi  kept  the  details  of  his  plans  to  himself  As  work- 


0^ 


ers  started  to  lay  a  wooden  brace  at  the  base  of  the  dom( 
Brunelleschi  suddenly  became  bedridden,  leaving  Ghiberti  i 
charge  of  building  a  structure  he  had  not  designee! 
Brunelleschi  soon  made  a  miraculous  recovery,  bolting  up  t( 
the  construction  site,  where  he  proclaimed  Ghiberti's  work  in 
competent  and  demanded  it  be  torn  down. 

Since  the  span  was  too  wide  for  builders  to  use  the  tradi 
tional  type  of  wooden  framework  that  had  supported  all  pre 
vious  domes,  Brunelleschi  dispensed  with  framework  altoi 
gether.  He  devised  a  dome  consisting  of  two  shells,  one  nestecjisil 
in  the  other.  The  inner  would  be  built  in  a  succession  of  self]  fc 
supporting  horizontal  rings.  The  outer  would  consist  of  nin«  ' 
arched  ribs.  Iron  bars  embedded  in  the  masonry  would  binq 
the  two  together.  Like  hoops  around  a  barrel. 

As  you  climb  the  463  steps  leading  to  the  summit  of  th^icvicf 
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architecture!  The  structure  atop  Florence's  main 
cathedral  was  the  greatest  engineering  feat  of  the 
Renaissance.  To  appreciate  it,  climb  inside,  by  susan  adams 


dome,  you  appreciate  the  builders'  first  great  problem:  how  to 
haul  70  million  pounds  of  stone,  brick  and  mortar  hundreds 
of  feet  in  the  air.  For  this  Brunelleschi  invented  a  gargantuan 
hoist  powered  by  an  ox.  The  rope  alone  weighed  more  than  a 
thousand  pounds.  Many  Renaissance  architects,  including 
Leonardo  da  Vinci,  studied  and  sketched  the  ingenious  ma- 
chine. There  is  still  a  small,  glass-enclosed  room  where  pieces 
of  the  original  hoist  have  been  preserved. 

Eventually,  your  climb  takes  you  between  the  two  shells  of 
the  dome.  Here,  in  the  impossibly  cramped  working  area, 
one  detail  recounted  by  King's  book  seems  almost  unbeliev- 
able: The  builders,  who  toiled  sue  days  out  of  seven,  re 
mained  aloft  from  dawn  until  dusk,  so  a  kitchen  was  in 
stalled  here,  to  serve  them  their  noon  meal. 

As  the  dome  grew  taller,  it  leaned  ever  farther  in- 
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Arrogant  and  secretive,  Brunelleschi  kept  details  of  his  plans  to  himself. 
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ard.  To  calm  the  masons'  nerves,  Brunelleschi  built  a  balcony 
"hanging  scaffolding,  so  the  men  wouldn't  have  to  stare  dovm 
<  the  ground  250  feet  below.  The  masons  wore  leather  safety 
irnesses,  and  their  daily  wine  was  diluted  with  a  third  part 
ater  (a  mixture  usually  reserved  for  pregnant  women).  Only 
iree  workers  fell  to  their  death — a  miraculous  safety  record. 
I  Construction  took  1 6  years.  During  that  time  Brunelleschi 
liiben  irected  a  dozen  other  projects,  including  churches  and  forti- 
cations.  Obsessed  with  work,  he  never  married,  bathed  infre- 
uently  and  wore  dirty  clothes.  At  tJie  end  of  the  project  the 
jtpera  again  forced  him  to  compete  with  other  architects,  this 
me  to  design  a  lantern  for  the  dome's  top.  Brunelleschi  won 
ietn  gain,  and  in  1446  construction  on  the  30-foot  octagonal 
intern  began.  A  month  later  he  was  dead  at  the  age  of  69. 
Florence  teems  with  treasures — and  tourists.  Lines 
lena  |f  dome-climbers  snake  around  the  cathedral.  Solution: 
Jire  guides.  AntoneUa  and  Valentina  Grossi  run 
pur  company  One  Step  Closer.  Visit 
'ww.onestepcloser.net;  01 1-39-055- 
33-5283.  A  half-day  of  their 
Tvices  costs  $250.  F 
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As  the  dome 
took  shape,  a 
hoist  powered  by 
an  ox  hauled  70 
million  pounds 
of  material 
into  the  air. 
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The  Grand  Tour 


COLLECTING!  What  to  do  with  5,000  prints?  If  you're 
Reba  and  Dave  Williams,  you  take  your  collection  on  the  road. 


BY  SUSAN  DELSON 

OPENING  NIGHT  AT  THE  NEW- 
York  Historical  Society  last 
winter:  Inside  the  beaux  arts 
building,  waiters  heft  trays  of  shrimp  the 
size  of  small  lobsters  to  guests  gazing  at 
the  new  exhibit,  "The  Sight  of  Music,"  a 
selection  of  prints  on  musical  themes  by 
Roy  Lichtenstein,  Andy  Warhol  and 
dozens  of  other  artists.  At  the  center  of 
the  hubbub  stands  Dave  H.  Williams, 
recently  retired  chairman  of  Alliance 
Capital  Management  ($465  billion  in  as- 
sets under  management).  Reba  White 
Williams,  his  wife,  greets  well-wishers 
with  effusive  Southern  charm. 

Is  the  couple  here  representing  a 
corporate  sponsor?  Nope.  They're  the 
show's  curators.  Its  80  works  are  drawn 
from  their  collection  of  5,000  prints — 
etchings,  lithographs,  screen  prints  and 
more.  The  entire  exhibit — everything 
from  the  text  panels  on  the  walls  to  the 
four-color  catalog — is  their  curatorial 
labor  of  love.  Unlike  many  collectors 
the  Williamses  delight  in  organizing 
shows.  Over  the  past  15  years  exhibits 
from  their  collection  have  traveled  the 
world.  "The  Sight  of  Music"  has  already 
hit  Warsaw,  Salzburg  and  Milan's  La 
Scala  opera  house.  After  it  leaves  New 
York  Aug.  12,  it  goes  to  the  Louisiana 
State  Museum  of  Art  in  New  Orleans 
(Oct.  27  to  Apr.  29).  You  can  also  catch 
it  in  Nashville,  Austin  and  Santa  Fe. 

Like  their  other  current  show,  the 
sports-themed  "All  Stars,"  "The  Sight 
of  Music"  is  geared  to  popular  audi- 
ences and  cash-strapped  venues.  "We 
try  to  make  the  shows  cost-free  to  the 
exhibiting  institutions,"  says  Dave.  The 
couple  typically  picks  up  the  tab  for 
catalogs,  shipping,  even  opening-night 
parties — all  of  which  can  run  from 
$25,000  to  $50,000  per  venue— writing 
them  off  as  charitable  contributions  to 
individual  museums, 

A  laid-back  Texas  native,  WiUiams  is 
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content  to  let  his  wife  explain  their  pas- 
sion. They  began  collecting  prints  in  the 
1970s,  zeroing  in  on  early-20th-century 
U.S.  works  as  undervalued.  "One  of  the 
great  dealers  in  town,  David  Tunick,  said 
that  anybody  who's  willing  to  spend  a 
couple  of  hours  researching  American 
prints  becomes  the  world's  expert,  kind 
of  by  default,"  recalls  Reba. 

How  did  the  couple  go  from  being 


relatively  unknown  artists. 

The  couple  shares  the  job  of  collec 
ing,  though  Reba  usually  writes  the  ca 
alogs  and  oversees  the  detail  wor 
(Dave  H.  Williams,  68,  stepped  down  i 
chief  executive  of  Alliance  in  1999  aii 
as  chairman  in  May.) 

Their  collection  is  housed  at  A) 
liance,  where  Reba  previously  worke 
as  director  of  special  projects.  Step  o 
the  elevator  on  any  floor  of  the  conj 
pany's  midtown  Manhattan  headquai 
ters,  and  you'll  see  Williams  prints.  A 
liance  pays  for  insuring  them. 

Images  from  the  collection  have  ao 
peared  on  Alliance  annual  reports  anH 


collectors  to  curators?  As  they  tell  it, 
they  used  a  professional  curator  to  or- 
ganize one  of  their  first  shows  and 
found  the  experience  less  than  fulfill- 
ing. They  like  the  challenge  of  creat- 
ing themed  exhibits.  One  of  their 
most  acclaimed  shows,  for  example, 
"Alone  in  a  Crowd:  Prints  of  the 
1930s  and  1940s  by  African-American 
Artists,"  required  the  Williamses  to 
track  down  widely  dispersed  works  by 


company  Christmas  cards — scrupu 
loiisly  credited  as  being  "from  the  col 
lection  of  Reba  and  Dave  Williams. 
Reba  explains  why:  "Generally  speak 
ing,  we  have  some  images  that  could  h> 
considered  controversial."  Example 
some  WPA  prints  from  the  Depressioi 
that  might  strike  viewers  as,  well,  de  P' 
pressing.  "We  have  from  the  outset  said  "J 
'These  are  ours.  If  anybody  wants  to  — 
take  umbrage,  get  mad  at  us.' "  i 
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Natural  Supplements  ^^tSj 


E  D  M  A  N, 


Our  company  is  a  leader  in  the  Natural  Supplements  industry 
We  are  currently  looking  to  pay  top  dollar  for  the  following  positions. 

Outside  Salesperson 

The  position  requires: 

"  3-1-  years  of  successful  outside  sales  experience 

*  Stable  work  history 

*  25%  overnight  travel 

'*  Highly  motivated,  professional  individuals 

Locations:  Baltimore,  IWD;  Metro  Chicago;  Boston,  MA;  New  Jersey;  New 

Mexico;  North  Carolina;  Seattle,  WA 

Regional  Sales  Manager 

The  position  requires: 

"  Pharmaceutical  or  Cosmetic  Sales  Management 
"  5-10  years  of  sales  experience 

*  3-1-  years  of  sales  management  experience 

*  Extensive  travel 

Regions:  Northeast,  Mid-Atlantic  and  West  Coast 

National  Sales  Manager 

The  position  requires: 

*  Pharmaceutical  or  Cosmetic  Sales  Management 

*  5-10  years  of  sales  experience 

*  5-1-  years  of  management  experience 

*  Extensive  travel 
Location;  New  York  Metro  Area 
We  offer: 

'  Competitive  Base,  Plus  Bonus,  Plus  Commission 

*  Excellent  Benefits ' 


Becoming  the 
met  Place  to  Work 


.  day,  more  than  40,000  dedicated  Colgate  people  around 
jworld  develop,  manufacture  and  market  some  of  the 
Jd's  best-known  consumer  products.  From  toothpaste, 
sonal  care  products  and  detergents,  to  household 
lining  products  and  specialty  pet  foods,  millions  of 
sumers  depend  on  our  brands. 

core  values  of  caring,  global  teamwork  and  continuous 
ovement  —  and  a  focus  on  managing  with  respect  — 
make  Colgate  a  place  where  talented  people  from  all 
<s  of  life  can  find  exciting  and  fulfilling  career  opportunities. 

at  brands.  Great  opportunities.  Great  people.  If  it  sounds 
the  kind  of  place  you'd  like  to  know  better,  then  give  us  a 
nee  to  learn  more  about  you.  Send  your  resume  to 
i  gate-Palmolive,  Global  Staffing,  300  Park  Avenue,  New 
,  NY  10022. 
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COLGATE-PALMOLIVE 


I  L  L  I  N  G  $  ■•  ?  A  M  S  E  Y 


Join  us  at  the 
cutting  edge  of  tiie 
capital  marlcets. 


There  are  immediate  opportunities  for 
ir\cliyiduals  with  expertise  in: 

InsHtuHonal  Sales  •  Research 

Investment  Banking 
Asset  Management  •  Finance 
Commercial  Banking 
General  Administration 

Professionol  opportur\ities  exist  with  Friedrrtan  Billings 
Ramsey  in  our  Greater  Washington,  D.C.  area  offices  - 
Arlington,  Va.  and  Bethesda,  Md.  -  Boston,  Cleveland, 
Dallas,  Irvine,  Co.,  and  New  York;  and  with  Friedman, 
Billings,  Ramsey  International,  Ltd.  in  our  London  office. 

Please  fax  your  resume  to  703.469. 1 240,  or  email  it 
to  fbr@rpc.webhire.com.  EOE 


Friedman,  Billings,  Ramsey  Group,  inc.  (NYSE:  FBR) 

is  Q  financial  holding  company  for  businesses  that  provide 
investment  banking,  institutional  brokerage,  specialized  asset 
management,  and  banking  products  and  services.  For  more 
information,  see  wwv/.fbr.com. 


1001  NINETEENTH  STREET  NORTH 
ARLINGTON,  VIRGINIA  22209 

WWW.  Ibr.com 


FBR 


ARLINGTON  &  RESTON;  VA  •  BETHESDA,  MD  •  BOSTON 
CHARLOTTE  •  CHKAGO  •  CLEVELAND  •  DALLAS  •  IRVINE,  CA 
NEW  YORKXITY/.  PORTLAND;*  S.EATTtE  •  LONDON  ..VIENNA 
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Business  Opportunities^Business  Opportunities 


e-incorporate. 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 
800. 423.2993 


OFFSHORE 


♦Companies 
♦Banking 

♦Credit  Cards  -.j^.i  a 

♦Privacy  V:S'„^t^e^e^J 

(800)710-0002  FreeBrochHT. 
Visa/MC/Amex  wwwjui««pn*«ctloo.c<im 


Advisory  Services 


Tools  For  Managing  Your  Staff 

Get  Job  Descriptions  •  Mission 
Statements  •  Employee  Coactiing 

Lessons  and  More. 
Sign  up  NOWl  $129-1  Year. 
www.workplacetoolbox.com 
512-837-9200  x217 


Legally  &  Ethically   ■  ^  OVER  THREE  BILLION  s 


Own  YOUR  Own 
OFFSHORE  BANK 

FREE  Repcirt 

800-733-2191 


BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  iawsult-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


WHY  DIDM  I  THINKOI HIM 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  S«ll 
1-800-999-SALE  •  1-972-980-9969 
www.gwbt.com 

GREAT  WESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


The  WealthFortress'^ 


Trust^ 


✓  Bulletproof  asset  protection 

✓  Tax  minimization  and  deferral 

✓  Secure  international  investing 

✓  Inter-generational  wealtti  retention 
^  Call  1888)  876-2267 


Legal  Services 


Health  Products 


BACK  PAIN? 


There  is 
an  ansv^erl 

Send  for  FREE  information 
on  NEW, guaranteed 
seat  and  back  supports 
designed  by  o  leading 
back  pain  specialist. 

Posture  Education 

15  Parkway,  Kotonah,  NY  10536 
www.  postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


Investment  Website 


ASSET  PROTKC  TiON  wallsttoday.com 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty  com 


Free  Daily  Stock  Recommendations 
&  the  Daily  Investment  Newsletter 

"Wall  St  Today" 
News,  Ctiarts,  Tickers,  Chat  Rooms, 
Message  Boards 
Free  One  Week  Trial! 
Visit:  www. wallsttoday.com 
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Advertisement 


Kents  Hill  School 


Kents  Hill  School  is  a  coed  boarding  preparatory  school 
located  in  the  hills  of  Maine.  Grades  9  through  12,  PG. 
Visit  our  Web  Site  for  more  information. 

www.kentshill.org 
or  call  1-207-685-4914 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  561 -627-71 10 


Real  Estate 


LAND 

The  one  thing  that  can  not  be 
reproduced.  There  will  never  be  an 
over  supply.  A  good  long-term 

investment. 
For  Colorado  Ranch  and  Farms 
check  out  our  web  site  at: 

www.orrland.com  (Denver) 
www.farmandranchmis.com 

ORR  LAND  COMPANY 

5040  Acoma  Street 
Denver,  CO  80216 

Telephone  Number:  303-295-1313 
Fax  Number:  303-295-1256 


Financial  Services 


50%  APR* 

RETURN  GUARANTEED 
$13,500r42M0 
NO  GIMMICKS 

BALLY  FINANCIAL  GROUP,  INC. 
(888)  539-5008  /  LOUIS 


lip  to  40%  Off 
College  Costs 

Regardless  ol  income 
Regardles.s  of  college 
Learn  How 
Free  video 
Call  I-800-283-I59I 


Franc  tiising 


bison.com 


For  those  serious 
about  finding  a  franchise. 

BISON  "XSt  COM™ 

Th«  Franchl«»  Network 


re  create,  print  &  mail  fiill 
color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more  — 
starting  at  only  *95,  we  can't 
be  beat.  Just  send  us  your 
photo,  message,  logo  (or  even 
digital  files)  &  mailing  list  — 
we  do  the  rest! 

FIIEE  SAMPLES 

Visit  our  website  or  call  BOW 
ior  your  postcard  kit  I 


Moo^l^ard 


800-959-8365 

modernpoilcard .  com 


Sports 


lii(c>riia(i()iia| 


The  leader  In  Five-Star  Corporate  Hospitality' 


Entcrtoin  your  top  clients  at  major  sporting 
events  around  the  world 
Cont«ct:  Ethan  Dlemond  at  .112.780.0500  EitJIS 


Charge  your  ad. 


Advertise  &  Make  Money.. .isn't  that  the  whole  idea?; 


H'yoii  hiive  ;i  business.  |ii\)tliiel.  service.  oi  inoiiey-iiKikini;  nle:i  lh;ii 
iieeils  |)i(iiiu)liiii!...'l'<)i'bes  IJiisiiiess  ("hisstlieil  li;is  lo  be  ymii' choice  lor; 
lelurii  on  invesimeiii.  T'orbes  elassiried  ^idveiiisiiiu  oilers: 

•  Ovei  .S  Million  leatlers  pel  issue 

•  I'orbes  leaders  aie  high  income  tieeisioii  inakeis 
I'or  cxlrehwly  l  ompetitive  cuhrrlisiiii;  rules 

and  vcrsalilc  media  packages:  C  all  Media  Optionit  l-HOO-442-6441  2 


THOUGHTS 

On  the  Business  of  Life 


In  a  letter  to  the  Princeton  Alumni  Weekly,  an  alumnus  (Jim  Griffith,  1976)  commented  on 
some  student  criticism  of  striking  new  campus  buildings  architected  by  that  award-winning 
eminence  Robert  Venturi.  In  just  one  paragraph  this  letter  has  two  great  examples  of  mar- 
velously  witful  hits:  "The  controversy  about  Robert  Venturi's  (1947)  additions  to  campus  architec- 
ture calls  to  mind  Twain's  supposed  remark  about  Richard  Wagner:  'Wagner's  music  is  better  than  it 
sounds' If  Twain  were  alive  today,  he  might  think  Venturi's  buildings  are  better  than  they  look." 

—MALCOLM  S.  FORBES  ( 1986) 


What  is  exhilarating  in  bad  taste 
is  the  aristocratic  pleasure 
of  giving  offense. 

—CHARLES  BAUDELAIRE 


Ah,  good  taste!  What  a  dreadful  thing! 
Taste  is  the  enemy  of  creativeness. 

—PABLO  PICASSO 


I  think  "taste"  is  a  social  concept 
and  not  an  artistic  one.  I'm  willing 
to  show  good  taste,  if  I  can,  in 
somebody  else's  living  room,  but  our 
reading  life  is  too  short  for  a  writer 
to  be  in  any  way  polite. 

—JOHN  UPDIKE 


Taste  has  no  system  and  no  proofs. 

—SUSAN  SONTAH 


A  taste  for  the  grandiose,  like  a  taste 
for  morphia,  is,  once  it  has  been  fully 
acquired,  difficult  to  keep  within  limits., 
— OSBERT  LANCAST^ 


Lovers  of  painting  and  lovers  of  music 
are  people  who  openly  display  their 
preference  like  a  delectable  ailment  thai 
isolates  them  and  makes  them  proud. 

—MAURICE  BLANCHO 


Taste  is  tiring,  like  good  company. 

—FRANCIS  PICABIA 


In  my  estimation,  the  only  thing 
that  is  more  to  be  guarded  against 
than  bad  taste  is  good  taste. 

—RUSSELL  LYNES 


No  taste  is  so  acquired  as  that 
for  someone  else's  quality  of  mind. 

—CYRIL  CONNOLLl 


Good  taste  and  humor 
are  a  contradiction  in  terms. 

—MALCOLM  MUGGERIDGE 


One  mans  poison  ivy 
is  another  mans  spinach. 


-GEORGE  ADE 


Never  criticize  Americans.  They  have 
the  best  taste  that  money  can  buy. 

—MILES  KINGTON 


Between  friends,  differences  in  taste 
or  opinion  are  irritating  in  direct 
proportion  to  their  triviality. 

—W.H.  AUDEN 


"Good  taste"  is  a  virtue  of  the  keepers 
of  museums.  If  you  scorn  bad  taste, 
you  will  have  neither  painting  nor 
dancing  neither  palaces  nor  gardens. 

— ANTOINE  DE  SAINT-EXUPERY 


One  of  the  surest  signs  of  the  philistine 
is  his  reverence  for  the  superior  tastes 
of  those  who  put  him  down. 

—PAULINE  KAEL 


A  Text... 

The  righteous  considereth  the 
cause  of  the  poor:  but  the  wicked 
regardeth  not  to  know  it. 

—PROVERBS  29 

Sent  in  by  Robert  Connolly,  Braintree,  Masi 
What's  your  favorite  text?  The  Forbes  Book  c 
Quotations:  Thoughts  on  the  Business  of  Life 
given  to  senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  b 
subject,  are  available  in  a  900-page,  one-volura 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Thoughts  a 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shippin 
and  $1  per  item  for  handling  (add  applicable  sales  tax 
To  order,  please  call  toll-free,  1-800-876-6556. 


Augiitt  20,  2001  •  Volume  168  •  Numbtr  4  FORBES  (ISSN  0015  6914)  is  published  biweekly,  with  four  special  issues  in  spring,  summer,  fall  and  winter,  with  a  special  issue  in  Ma] 
and  an  additional  issue  the  second  week  of  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  1001 1.  Periodicals  posUge  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices.  Canadia: 
Agreement  No.  451029.  GST  #  12576  9513  SUBSCRIBERS:  If  the  postal  services  alert  us  that  your  magazine  is  undeliverable,  we  have  no  further  obligation  unless  we  receive  a  corrected  addres 
within  two  years.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  PO.  Box  5471,  Harlan,  lA  51593-0971.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  availabi) 
to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2001  Forbes  Inc.  All  rights  reserved.  Title  is  protected  through  a  trademark  registered  viitfi  the  U.r 

180     FORBES*  August  20,  2001 


Patent  Office. 


SONT 


IBS!! 
ne,M 

m 

tSllES! 


iiinil 


